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of The јошта! of Accountancy, New York, quickly re- 
assures us, is in the negative. But, having said so, he at 
once damps any enthusiasm his verdict may have aroused by 
roundly asserting that faccountants are not nearly so healthy as 
they should be’. This opinion is based on the disquieting fact that 
of all the claims paid out in recent years under the policy ofthe 


Johannesburg 4 American Institute of Accountants Insurance Trust, the cause of 
Membership of Accountancy death in nearly half the cases, he says, was failure of the circulatory 
Bodies 8 

ystem. 

C a 'There are, of course, a number of ways of lessening the risk 
by The Rt. Hon. The Earl of of dying prematurely of erratic blood pressure and the writer of 
Halsbuty, FRC, — the article mentions two of them. Each involves a certain measure 
F.Inst.P., Managing Director, mU Я dp a 5 У Е 
National Research Develop- of self-discipline. 'l'he first is to be discriminating in one's diet. 
ment Corporation 7 Go easy at all times on business lunches and banquets and never 

Weekly Notes 13 eat heartily or hastily when you are tired, angry or worried. 

This advice is not as easy to follow as might appear: the lavish 

Finance and Commerce 15 5 i . . 

lunch-time entertainment of a hungry client might be less agreeable 
Correspondence 19 to both if the accountant host. were unable to seek more than a 
Taxation Cases 25 modest mouthful. The second way is to take plenty of exercise. 


It is a fallacy to suppose that the older one gets the less physical 
recreation one requires. Golf or gardening may bring other aches 
and pains but these are, by comparison, transitory. 

There is another method of easing the strain of continuously 
exacting work and that is by a change of mental attitude towards 
it. This possibility is briefly dismissed by the writer of the article 
as impracticable on the ground that it is far from easy to accom- 
plish any lasting change in mental attitude. We agree that it is 
not easy but we believe that much may be done by taking careful 
thought and, if necessary, organizing firstly one’s own routine 
and, secondly, that of one’s office so as to extract the best per- 
formance from both. It may not be possible thereafter to live 
always in that state of philosophic serenity which the French so 
aptly call la douceur de vivre, but the peace of mind which comes 
from knowing with reasonable certainty that work delegated will 


Waly VUE ныса be executed capably and conscientiously is worth all the patent 
five Years Ago 23 medicines in the world. 


There is, perhaps, a moral to be extracted from the witty re- 
è joinder of the late Robert BENCHLEY who, when warned that the 


The Institute of 
Ghartered Accountants 


of Scotland 
Results of Examinations held whisky he was drinking was slow poison, said seraphically that 
in May 1956 26 he was in no ћшту. То strike and maintain that delicate balance 
Supplement between угоде and leisure which is so essential to the proper 


General Index te Volume 
eee: January to June 
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enjoyment of both, it is necessary to cultivate the three important 
senses of proportion, moderation and humour. 


. - . • 
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FAIR COMPENSATION 
INCOME TAX AND AWARDS FOR PERSONAL INJURIES 


by a Barrister-at-Law 


AHERE is no doubt that one of the most 

outstanding decisions of the Courts in 

1955 (a year, it may be remarked, of 
outstanding decisions), was that of the House of 
Lords in the case of the British Transport Com- 
mission o. Gourley.1 The implications of this 
decision can be only dimly adumbrated for the 
present, since any extension or restriction of the 
principles enunciated will come piecemeal over 
the succeeding months or years; even, though, 
giving the decision its narrowest scope, it still 
represents an important and far-reaching reversal 
of principles which have been applied in the 
Courts without change since the incidence of 
income tax. 

Briefly, the House of Lords have decided that 
the incidence of income tax must be taken into 
account when deciding upon the proper measure 
of compensation for loss of earnings which 
is to be awarded to a person injured through the 
negligence of another. In the particular case before 
the House of Lords, Gourley, a skilled engineer 
and partner in a firm, had been severely injured in 
a railway accident, for which the British Transport 
Commission admitted liability. Compensation was 
assessed by the trial judge for pain and suffering, 
and there was no further dispute over this sum, nor 
was there over the award of special damages (dis- 
bursements made as a direct result of the accident); 
the only question which was taken to the House of 
Lords was whether or not, in assessing the proper 
measure of compensation for loss of earnings as 
a result of absence from work and partial incapac- 
ity in the future, the fact that Gourley would have 
had to pay income and surtax on his earnings 
should be taken into account. 

Since the question was first raised in the Courts 
it has always been the practice to ignore the in- 
cidence of personal taxation in assessing awards 
for loss of earnings and incapacity for work, but 
'the House of Lords have now swept away all 
precedent for this. Gourley himself received in 
consequence under this head of damages less 
than {7,000 for the loss of his income, whilst if the 
assessment had been made on a tax-free basis 
as formerly, the figure would have been agrced.* 
at nearly £38,000. 





"1 [1956] 2 W.L.R. 41% and see The Accountant’ dated 
February 18th, 1956, at page 185. 
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A Change of Conditions 


It would be unreal, said the House of Lords, not 
to take into account the tax position under modern 
conditions: if a man’s compensation is assessed 
on the basis that his earnings would have been 
received tax-free, when everyone knows that they 
are not, it‘means that he is awarded a very much 
greater sum in compensation than he has in 
reality lost. If two men are knocked down in the 
same accident and one of them has been earning 
£1,000 year tax-free, ‘because for instance, he is 
employed by an international organization, and the 
other has been paying the standard rate of income 
tax in this country, it is ridiculous to suggest that 
the measure of compensation should be the same 
for both, because their losses from incapacity for 
work are vastly different. 

Nor is it any argument, said the House of 
Lords, to suggest that the person paying the com- 
pensation is, by deducting a proportion on account | 
of tax, taking a benefit from the rule and re- 
taining unjustly money which should be paid to 
the person injured, or to the Inland Revenue: 
the person to blame for an accident is under a 
liability to compensate the injured person for 
his actual financial loss, as far as this can be esti- 
mated, and he is gaining nothing by paying no 
more than the proper measure. 


Logical Consequences 


If this decision clears one anomaly though, it 
certainly raises a number of other very difficult 
questions: some of these are matters of practice, 
problems on the proper method to be employed 
in estimating the future rate of income tax, and 
the particular personal rate to apply for one 


-` individual; other questions yet to be decided are 


such as inevitably arise when a long-standing 
practice of the Courts, on a matter of principle, 
is upset overnight. There are many decisions of 
the Courts on related matters, several in the last 
twelve months alone, which now appear anoma- 
lous in the light of this new principle. It will 
quite psobably be a matter of years before most of 
the resultant uncertainties are resolved. 

Early in 1955, for example, in the case of 
W. Rought Ltd v. West Suffolk County Council? 





з [1055] а Q.B. 338. 


l July 7th, 1956. 


the Court of Appeal decided that in assessing 
' compensation payable to a company dispossessed 


temporarily of its. premises by a local authority, · 
no account should be taken of tax which the " 


company would have paid on its profits. The 
House of Lords mentioned this case in giving 
judgment in Gourley's case, but declined to 
express any opinion on whether or not the decision 
should now be treated as correct. · | 

А. decision which appeared, at first sight in a 
different light as a result of Gourley's case was 
that. of Wiseburgh v. Domville, in which it was 
held in the High Court that a manufacturer's 
agent was assessable to income tax on compensa- 
tion paid to him for the loss of commission when 
his principal wrongfully terminated his agency. 
'The reasoning of the judge in that case was 

~ straightforward: this money, he said in effect, 
was paid in settlement of a claim for commission 
which would have been taxable in the agent's 
hands, therefore the compensation is taxable. On 
the same reasoning, of course, Gourley's com- 
pensation money should also be subject to tax, 
for it has been paid in compensation for a taxable 
income, but the House of Lords said in their 
judgments that the sum in Gourley's hands is 
not to be subject to taxation. Ап appeal by 
Wiseburgh, the manufacturer's agent, was heard 
shortly after the decision in Gourley’s case, 
however, and the Court of Appeal have just 
confirmed? that the High Court decision was 
correct. 

The question of compensation always does 
give rise to anomalies, unfortunately, as was 
demorfstrated recently in the case of Lee v. 
Sheard A company director was injured in an 
accident on the road, and he claimed compensa- 
tion for the loss of profits sustained by his com- 
pany on account of his absence from work after 
the accident. The Court of Appeal allowed the 
claim, which was made in respect of only half 
the profits of the company – the half which would 
have been received ultimately by the injured 
director himself, as holder of approximately half 
the shares of the company. 

The profits lost by his cosdirector and co- 
Shareholder were held not to be recoverable. 
Had the injured man been a servant of the com- 
pany, the company itself could have claimed the 
whole of the profits lost by his absence, but such 
a claim cannot be made by a company irf respect 


of the loss of services of a director, or by ae 





1 [1955] 3 AIL E.R. 551. 
* * [1956] 1 W.L.R. 312. 
* [1955] 3 W.L.R. 951. 
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; partnership in respect of the 1088 - of the services 


of a partner: the claim is, by its nature, restricted 
to compensations for the loss of services of em- 
ployees. · : 

As long as the law is kouka b sich arbitrary 
rules —and an arbitrary halt must inevitably be 
called somewhere to a claim for compensation — 
there will always be anomalies. 


Looking Ahead 


As far as the future is concerned, lawyers, and to 
the lesser extent that it concerns them, actuaries 
too, must be prepared to accept the new principle 
laid down in this case. There is no appeal from 
the House of Lords, of course, and the only 
possibility of change can come from the legisla- 
ture, which is unlikely to overrule the House 
of Lords in this matter of principle as long as 
the inherent justice of the decision appears to 
outweigh the difficulties of the Courts in applying 
it. 

In Gourley's case, the difference between com- 
pensation on a taxed and on a tax-free basis was 
large, because the loss of earning power was great, 
the injured man -was a surtax payer, and his 
expectation of working life at the time of the 
accident was short. Tbe method of calculation 
used by the trial judge for arriving at the alterna- 
tive sums was neither approved nor disapproved 
by the House of Lords, because the two parties 
agreed to accept his assessments as accurately . 
representing their claims. The appeal- was on the 
principle only, and although the trial judge went 
into some detail in his calculations which might 
be interesting to the actuary, the House of Lords 
stated that detailed calculations are not necessary. 

There is, in any event, a very large measure of 
estimate in the final award. The judge who has to 
assess compensation for loss of earning power 
must, for instance, compare the injured man's 
expectation of a working life before the accident 
with that afterwards: he must assess the man's 
prospects of self-improvement at his work before 
the accident, and make allowances for his pros- 
pects of improving upon his reduced earning 
power after, estimating as far as he can from the 
medical evidence what rehabilitation may be 
achieved over a number of years. . 

Against such imponderables as these, the mere 
estimation of the incidence of future income and 
surtax seems child's play, even when it is con- 
ceded that the standard rate of income tax will 
*-depend upon politics as much as upon economics, 
and the rate of personal taxation depends in 
large measure upon reliefs as well as upon income. 
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MINING ACCOUNTING AND TAXATION 
IN THE UNION OF SOUTH AFRICA | 


By EDWARD F. JEAL, B.Sc.(Econ.), London, A.C.A., Johannesburg 


HE place of taxation in the contemporary 

State is a large one, and nobody seems to 

discover a way of harmonizing the needs 
of governments with the maintenance of condi- 
tions of enterprise for citizens. 

Conflict arises between taxing authorities 
where profits are earned in countries other than 
those where shareholders reside, and no complete 
solution to double taxation has ever been found. 

Countries such as the United Kingdom resist 
the transfer of domicile of companies to the site 
of operations largely because 'old' countries 
cannot afford to lose traditional revenue; but 
‘new’ countries desire to see their natural re- 
sources exploited by those subject to their own 
jurisdiction. Further, they expect them to develop 
financial policies with respect to capitalization 
and dividends which promote the development 
of the potentialities of the country. These are 
claims whose validity is unquestionable, and only a 
rearguard action can be fought with regard to them. 

In this general background we proceed to a 
critical review of mining accounting and taxing 
arrangements in the Union of South Africa. 
This, is, indeed, a subject of outstanding import- 
ance with the growth of the institutional investor 
at the expense of private investment. The former 
tends to shun propositions with wasting assets. 


Use of the Double Account System 
Mining assets are of a wasting nature and capital 
expenditure is large in relationship to gross 
annual earnings, as is the case with public utility 
enterprises. This may explain the adoption of the 
double account system of accounting by Union 
mining companies in the late 'eighties of last 
century. Capital sunk is regarded, under that 
system, as irretrievable, and depreciation is not 
provided, necessarily, from year to year on 
installational expenditure. 

As in Britain, the sanction for accounting 
methods used within the British and Common- 
wealth sterling world lies in rulings by British 
learned judges. According to these, provision 
need never be made for wasting assets that hawe 
not to be replaced, and the entire surplus of 
income over outgoings may, if desired, be dis- * 
tributed — subject, qf course, to the fact that, by 
law, directors are trustees, and must act prudently. 


This means, in effect, that shareholders should . 
regard their dividends as, in part, a return of 
capital, but no Inspector of Taxes takes this view 
in drawing up income tax assessments in Britain. 
The same applies to super tax demands in the 
Union, where company ‘income tax is itself a 
charge in the profit and loss account (as in the 
United States), and not an appropriation (as in 
Canada). 

In the case of mines in the Union established 
since the taxation law was changed in 1946, по | 
gold-mining tax is payable unless and until all 
accumulated capital expenditure, including inter- 
est on loans, has been covered by profits (though 
not written-off in the books); and, in the «ecently 
introduced Budget, ultra deep level mines are to be 
allowed also 5 per cent per annum of their issued 
share capital. This means that profits available for 
dividend are apt to be irregular. They are higher 
in the earlier years of profitable operating than 
would be the case if allowance were made for 
capital expenditure on an estimated mine-life 
basis, as used to be the case. Over a series of years, 
shareholders tend to pay more as super taxes 
on their dividends, than if gold-mining taxation 
were more evenly distributed year by year. 
Furthermore, as no tax has been borne by profits 


' in the earlier years, i.e. until all capital expendi- 


ture has been covered, dominion, or double tax 
relief does not apply to the benefit of shareholders 
outside the Union. 


Principles and Techniques 
Under the Union’s gold law, Government is a 
participator in mining profits according to lease 
formulas; these are based on the probable grade 
of ore to be mined, thus securing to the Crown a 
very substantial share of the results. In the 
Budget debate in Parliament this year, Mr H. F. 
Oppenheimer stafed that (in a presently rather 
unprofitable industry; due to world inflation, 
entailing a poor return on mining) eighteen 
mines, responsible for 48 per cent of the output 
and making 60 per cent of the profits, were paying 
, 98 per cent of the gold-mining taxation. He added 
* that 50 per cent of the profits are taken in taxation, 
which (on a budget of £280 million), amounts 
to over £18 million, and will amount to £43° 
million by 1963 (uranium being subject to ‘the 
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same tax). In like manner, it has been stated, 
in the recently published annual report of Union 
Corporation, that the mines thereby controlled 
have paid £764 million in taxation, as compared 
with £81 million in dividends. It is, therefore, 
only equitable that Government should get 
nothing until those who have brought the mining 
enterprise to fruition have seen their heavy outlays 
~ ир to £12 million on the new mines — repres- 
ented by available profits. 

'This has, however, no direct relationship to 
the manner of keeping accounts or to the dividend 
policy, and a study of gold-mining taxation in 
the Union suggests this to be based on techno- 
logical and legal concepts in which too little 
advantagé has been taken of the lessons to be 
learnt from modern accounting. There is no 
reason why a company should not provide from 
the outset to return capital to shareholders, or to 
provide depreciation on capital expenditure, 
so as ultimately to be able to redeem shares at 
their price of issue. It is, moreover, the practice 
of some mining companies to provide for current 
capital expenditure by a charge to profit and 
loss appropriation account in the year of its 
incurrence, thereby limiting the balance available 
for dividends. 

In the event of making capital redemption 
provisions, dividends would be restricted, and 
this would probably curtail the rise in market 
quotations, seeing that many forget that the 
mining dividends include a return of capital. 
It would, per contra, avoid some of the fall in 
quotations towards the end of the life of a mine, 
because capital would be available for return 
at least at the original price of issue. It might well 
be returned during the whole course of profitable 
mining, thus avoiding for the directors the 
responsibility of custody and use of it. This 
procedure would not, of course, change the 
wasting nature of mining properties, but it 
would moderate the brusque financial effects of 
this condition under traditional mining practice 


i in the sterling world. 


Loan Finance for Mining 

It is amazing, in view of their financial methods 
served by an outdated accounting technique, 

in a capital-short world given over to institutional- 
ism, how the South African miging groups have 
raised the money to establish nearly a score of 
new mines, in three new mining areas, within, 
ten years since the Second World War. It has, 


` to some extent been done by resort to loan finance, " 


often with not unattractive conversign rights, 
This has enabled money to be raised at mini- 
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mum rates of interest, yet with scope for capital 
appreciation as a non-taxable bonus. This has 
been to court the institutional investor, but it has 
not been.favourably seen by the London market, 
which clings to the notion that the hazards of 
mining call for equity financing only. 

This is all right as a principle, but proportion 
also has a claim to be considered. These loans 
have been relatively limited, repayable and even 
convertible in the early stages of production. They 
have, moreover, enabled these stages to be 


reached over a year before this would have been 


possible without them, so they have improved 
the status of the investment. Nor does it seem 
necessary to amortise these loans entirely before 
begining to pay dividends. 


Mining Accounting in the Dollar World 


The capital consideration, however, seems to lie 
in rendering mining ventures eligible for institu- 
tional investment. 

This might be achieved by adopting North 
American mining practice which differs little 
from general practice. Ore development expendi- 
ture is set up as an asset, and is amortised from 
year to year in accordance with the relationship 
of ore extracted, to ore developed for extraction. 
Likewise, depreciation provisions are made on 
shaft sinking and other permanent expenditure — 
and on mine equipment— over the estimated 
working life of the mine. This has the effect of 
maintaining capital intact in the case of successful 
mining ventures. 

On the other hand, under Union -if not 
sterling area — mining practice, no provisions 
are made for depreciation in the accounts them- 
selves. Development expenditure is included in 
the current costs from month to month and 
quarter to quarter, shown separately from year 
to year. This is apt to introduce an element of 
unevenness and uncertainty, and even to lead 
to some 'conditioning' of the figures for very 
short-term publication purposes. 

It is to beg the question to argue that the tech- 

nological methods of the sterling world are more 
conservative than the financial methods of the 
dollar world. North American managements can 
decide to err on the safe side; but audit of their 
accounts is at least not restricted to mere routine 
fiscalizing: it includes the aspects of assessment 
and appreciation. 
* Nor does it seem likely that North American 
practitioners would certify without qualification 
the accounts of sterling area mining companies. 
Without this, listing on the main markets in New 
York and Toronto would be withheld. 
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AUTOMATION 


by THE RT. HON. THE EARL OF HALSBURY, F.R.I.C., F.Inst.P., 
Managing Director, National Research Development Corporation 


THE CHAIRMAN'S INTRODUCTION 
HE Chairman (Lord Latham) I am greatly 
pleased to preside over this goodly gathering 
assembled for the paper we are to hear on 

‘Automation’. | 

Surely at this time few subjects could be more 
topical, or more in need of clarification, than that 
which has suddenly burst upon an unsuspecting 
public under the description of ‘automation’. This 
word is now on the lips of the multitude, if only 
because of the unhappy events currently taking place 
in the industrial Midlands. In trutb, the word 'auto- 
mation’ is in danger of becoming a sort of bogey; 
perhaps largely because it has passed into the 
currency of common speech before its meaning is 
properly understood. It is of national importance 
that aujomation should be understood for what it 
really is, and not for what it is misunderstood to be. 

We are thus very fortunate today to have the 
Earl of Halsbury to help us, and the wider public 
outside, to a proper understanding of the real mean- 
ing, purposes and significance of these new or 
developed techniques now compendiously called 
‘automation’. 

I know of no person better qualified to do so than 
he: for his wide practical experience in industrial 
engineering and his recognized scholarship and 
standing in the field of research as applied to scientific 
and mechanized techniques alike fit him, in an 
outstanding degree, to perform this valuable and 
important task. Lord Halsbury has held a number 
of positions of great scientific distinction, which I 
need not detail here; and he is at present deputy 
chairman of the Parliamentary and Scientific Com- 
mittee and chairman of the National Institute of 
Industrial Psychology. A most fortunate circum- 
stance this latter: for psychological considerations will 
inescapably occupy a leading place in the successful 
acceptance of the application of automation by the 
workpeople, not only in the factory, but in the office 
as well: for automation will also push through the 
office door as well as the factory gate. 


. Bound to Come 


But whatever misconceptions may be current about 
automation, it is, I think, clear that application of 
the new and developed. techniques it comprehends 
and their widening and intensifigl uses, which аге 
demonstrably practicable, is bound to came. For 
they are in the direct line of progress; replacing man- 


A paper read to the Royal Society of Arts on May oth, 1956, + 
and reproduced in the June 8th issue of the Journal of the 
Society. The chairnfan was The Rt. Hon. Lord Latham, 
J.P., В.А.С.С.А., F.C.L8., a member of the Council of the 


Society. E 


e • 


power, both physical and mental, with machine- 
power, giving a vastly increased rate of productivity, 
with greater efficiency and economy. They cannot 
and, indeed, ought not to be resisted, for by and 
through them we can secure a rising standard of 
living at home, and bring broadening relief and 
succour to tbe millions of undernourished people 
in the world at large. | 

We may indeed be on the threshold of immense 
potentialities: of something in the nature of another 
industrial revolution and an era of -multiplying 
prosperity. Encouraged as we may be by this beckon- 
ing prospect, let us not overlook that we are likely 
to be confronted with many problems and difficulties; 
for the widespread application of automation will 
undoubtedly bring in its train great economic and 
social changes, transitional and permanent, in the 


-design and structure of our economy and in the 


pattern of our society. The social implications are 
many;.and there will be many initial dislocations in 
our existing economic set-up. The present distri- 
bution of labour and its skills between the skilled, 
the semi-skilled and the unskilled will change. A 
new rhythm of work may well emerge and develop; 
more leisure should become available, requiring ‘us 
to work out a new. rhythm for the place and enjoy- 
ment of leisure. Already, in some quarters, where 
the only need for the worker is to supervise and 
watch, the question of loneliness has arisen. Then 
there is the physical strain of the tempo of operations, 
where man and the faster mechanical processes are 
in associated function. These are but some of the 
problemis of adjustment which will arise. No doubt 
we shall resolve them in due time; sooner, I hope, 
rather than later. 


Most Acute Problem 


Perhaps the most acute problem will be of the fear 
of redundancy and consequent under-employment 
or unemployment. We may think that there are no 
grounds for this, but it is there in the minds of 
workpeople. Nor will it be easily exorcized by the 
assurance that, as economic history seems to show, in 
the long run labour-saving techniques provide moré 
employment and.not less. The fear of unemploy- 
ment, however, is an immediate and personal one, 
and the worker's experience of the past is still too 
near for him to disregard it. Nor is the distribution of 
excess labour in one place to other places an easy 
gnswer; for workpeople have their deep social roots 
where they live, which cannot be lightly torn up 
without regret or protest, even if the present housing 
situation easily permitted them freely to move around. 

In short, who is to bear the transitional burden 
of automation and who is to enjoy its fructifying 

ee 
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benefits? It will, I think, be no more than social 
justice to recognize, as a claim on the benefits 
ensuing, some reasonable and proper provision for 
relief of any actual hardships, if they arise from 
redundancy directly due to automation. Further- 
more, the benefits as they fructify should be fairly 
distributed between owners, workpeople and con- 
sumers, remembering always that we are all con- 
· sumers and also, of course, that we are all citizens. 
If the enjoyment of the rewards of automation are 
known to be and are seen to be shared in a just and 
equitable way then all persons of goodwill can be 
fairly expected to co-operate in seeking the maximum 
results i rom this, yet another, stride forward on the 
road of progress. 

I trust you will pardon my rather lengthy inter- 
position between you and the lecturer, for it is he 
whom you came to hear, not me. I hope I have not 
impinged unduly upon what he has to say. But in 
the thickening confusion that surrounds the subject 
of automation I felt entitled to express one or two 
thoughts of my own: maybe at the risk of adding to 
the confusion! Indeed, I believe that Lord Halsbury 
may well disagree with much of what I have said: if 


80, then it may add to the interest and, perhaps, the, 


gaiety, of this afternoon's proceedings! 
The following paper was then read by Lord Halsbury: 


THE PAPER 


I shall assume that you have all heard the word 
‘automation’, but I shall not assume you all know 
what it means. In fact, it is widely used in so un- 
defined a sense that the few people who claim to 
know what it means rarely find themselves in very 
satisfactory agreement with rival claimants to the 
same knowledge. My first concern will therefore 
be to make it clear what I am talking about. 

I will begin by saying that we are concerned with 
the relation between sub-species and species. Auto- 
mation is a sub-species of which ‘mechanization’ is 
the species. I think you all know what I mean by 
*mechanization'. It consists of substituting machine 
activity for human activity. 'Substitution' is what we 
are concerned with. If there is no 'substitution', then 
the word 'mechanization' is inappropriate. А tele- 
phone for example is not a ‘mechanization’ of any- 
thing but an automatic telephone exchange is, 
because human switchboard operators are replaced 
by an electromechanical set of devices. 

Automation being regarded accordingly as a 
sub-species within the species ‘mechanization’, 
what defines it? I think I can give a fairly satis- 
factory answer by stating that where we are mainly 
concerned with finding a substitute for nerve and 
brain, we can talk of automation, but where the 
process concerns mainly muscle and brawn we can 
talk of mechanization. Since all nervous activity is 


manifested finally in muscular activity the distinction ` 


cannot be a hard and'fast one, but you may picture 
the muscles for which a substitution is effected by 
ы • 
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automation as those of the fingers, larynx and eyeball 
rather than those of the biceps, shoulders and thighs, 
the substitution of which is effected by mechani- 
zation in the narrow sense of the word. 


Has a New Technique Emer¢ged ? 


Why have we suddenly found the need to coin a 
new word — automation —to describe this group of 
substitutions? Has a new technique emerged? I think 
that if only one new technique had emerged we 
would not have coined a new word to describe it. 
The fact is that a group of techniques has matured 
fairly recently and, though they have little in com- 
mon technically, their overall effects have that some- 
thing-in-common which requires a word to describe 
it. The word ‘automation’ as used to describe a 
group of independent, techniques was, in fact, 
borrowed from the first of them to achieve industrial- 
ization. This group is sometimes called ‘Detroit 
automation’ or transfer machining. I ought to add 
that the process is not new and did not originate in 
Detroit. It applies typically to the operations in- 
volved in machining the cylinder block of an auto- 
mobile engine. These are customarily carried out by 
a sequence of machining operations effected in auto- 
matic machine tools. 

The top and bottom of the cylinder block must be 
planed, milled or broached flat and parallel. The 
cylinders must be bored. Valve guides must be 
drilled and valve seatings bevelled and ground. 
Bearings for crankshaft and cam shafts must be 
machined. Various flats for mounting auxiliary 
equipment must be milled and bolt holes drilled 
and tapped. Machine tools designed to do these 
individual operations are expensive and idle time 
on them is costly. The improvement of these tools 


; beyond the point where they can cut faster than a 


human operator can set the work up to be machined 
is obviously uneconomic. for faster machines would 
spend an undue proportion of their time waiting for 
work to do. 

In 1923 Morris Motors first attempted to tackle 
the problem of feeding work into and out of machine 
tools automatically. The experiment was technically 
but not economically successful. The machine tools 
of 1923 were not fast or costly enough for the time 
saved in mechanizing their input and output to pay 
an adequate dividend on the cost of mechanizing 
the transfer process, 

Twenty years later the Ford Motor Company of 
Detroit repeated the experiment with altogether 
different results. This was not because they were 
cleverer or more persevering than the Morris Motor 
Co of 1923, but b&cause the capital costs of machine 
tools had risen in the interval due to the use of harder 
‘cutting tools which could be employed to cut at 


.higher speeds. The technical problem of mechani- 





1 [rfthe case df а V-engine, the top of the cylinder block 
am consist of two inclined faces. 
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zation was unchanged; the economics of the sub- 
stitution had changed out of recognition. Ав so often 
happens a local nickname was given to the project 
at Fords. Automation was the name that stuck. From 
Fords it spread to the rest of the automobile industry 
and from theautomobile industry to industry generally, 
which uses it to describe a variety of processes 
having little in common with one another technically. 
The pressed steel bodies of automobiles are pre- 
pared by a sequence of stamping operations, between 
each of which a partly formed blank has to be handled 
by human operators. Just as Detroit automation can 
be quite properly described as transfer machining, 
зо’ the mechanization of these intermediate handling 
operations can be described as 'transfer pressing', 
and the generality of all such substitutions as ‘transfer 
processing’. All may be popularly described as one 
of the techniques included under the general heading 
— Automation. 

You can readily see that the techniques of ‘transfer 
‘machining’ and ‘transfer pressing’ involve character- 
istically different problems. There is little in common 
between.emanipulating a rigid object like a cylinder 
block into very precise register underneath a multiple 
boring machine and manipulating an awkward 
floppy object like a large piece of sheet metal into 
approximate register under a press tool. Certain 
strategic problems are, however, common to both. 
For example, it is uneconomic to complete a whole 
sequence of operations and reject the finished work 
because of a fault due to the first of them. With 
automatic transfer there must be automatic inspec- 
tion, involving the twin problems of how to effect 
it and how often and where to apply it. - 


The Problem of Breakdown 


Again there is the problem of breakdown. Nothing 
works perfectly. A tool tip may wear or break. A 
press die may wear or be damaged. Is a whole 
sequence or transfer line to become immobilized 
because of a halt at one single point? If not, it must 
be broken up into sections at each one of which a 
buffer stock of partly-finished work must be held. 
Into how many such sections should: such a line be 
divided and how much work should be stored at 
each? These sort of problems ought to be a happy 
hunting ground for the industrial mathematician 
employing the methods of operational research, 
theory of games, linear programming and theory of 
queues. = 

I feel I have now given a picture of a push-button 
factory with a river of castings flowing in and a river 
of finished engines flowing out. Let me however 
assure you that such a picture is false. Push-button 
factories are like space-rockets, and pushbutton 
manufacture is like space-travel. There аге по 
realizations of such fictional concepts even if industrial 
journalists cannot resist the temptation to dramatize e 
them in advance of achievement. 

May I accordingly introduce you tô a simpfe 


economic consideration in this field. The terminal | 
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phase of any substitutive process such as automation 
operates under the law of diminishing returns. The 
first stages to be tackled are those which are either 
technically easiest or economically most remunerative 
or those which represent a compromise between the 
two desiderata. 

Suppose for instance that a sequence of processes 
requiring one hundred human operators can be trans- 
formed into five blocks of twenty sequences each, each. 
sequence being integrated by transfer processing. 
Ninety-five human operators will be eliminated by 
this reconstruction. Five will remain, the five 
required to transfer work between the five blocks. 
These last five operators will almiost certainly be 
concerned with transfers which would be technically 
or economically unattractive. It is almost certain 
that some other process would at this stage compete 
for the attention of production engineers. 

You can now see why push-button factories are 
Science fictional. Machining cylinder blocks was 
economically rewarding and technically feasible and 
production engineers accordingly turned their atten- 
tion to it. They did not however go on to try and 
assemble complete engines automatically. They 
diverted their attention elsewhere and tackled the 
problem of transfer pressing of automobile bodies. 
Automatic assembly in this field is too difficult to 
be attempted as yet. For this reason techniques of 
automation constitute a patch-work within the 
pattern of general manufacture. For as far ahead as 
can be foreseen there will be, at most, push-button 
processes, but not push-button factories. 

I have now introduced you to the historically first 
of the techniques which are grouped together and 
described as automative. Automation – automative. 
I regret that those who coined these new terms did 
not include a philologist. The adjectival form 
fautomative' provides a useful contrast with the 
colloquial use of the word ‘automatic’; but what of 
the verbal? Does one ‘automate’ or 'automatize'? 
I suggest the following classification of the words 
involved, though I cannot pretend to any canonical 
authority for doing so. 


Traditional] New! 
Colloquial Technical 
Verb transitive Automatize Automate 
. Adjective Automatic Automative 
Abstract noun Automatization Automation 


You will remember that I suggested the substi- 
tution of nerve and brain rather than muscle and 
brawn as characterizing automation. In transfer 
processing nerve is at a minimum and muscle at a 
maximum compared with the other processes which 
I will be discussing. Remembering that the easiest 
sprbcesses are those to be tackled first, this contrast 
is understandable. Do not however forget one 
Criterion which indicates that nerve and brain are 
involved in Detroit automation: there cannot be 
automatic transfer. without automatic inspection; 
here lie the elements pf nerve and brain involved. 
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Automatic Assembly 

The second great group of techniques to which 
automation can refer involves automatic assembly. 
Automatic assembly is not new. You can, if you wish 
to be pedantic, regard a loom as a device for auto- 
matically assembling a piece of cloth. Some would 
quarrel with so extensive a scope being given to the 
idea of automatic assembly, but they would certainly 
"agree that it could be applied to the manufacture of 
electric lamp bulbs, and that such manufacture, 
though highly automatized, is not new. Lamp bulbs, 
radio valves and cathode ray tubes - they followed 
in that order; but the production of a complete 
amplifier went so much further that it seemed justifi- 
able to give it a new word and automation. was 
extended to include such production. 

The first stage was to fabricate the electrical 
connection as a separate unit. This was achieved by 
the technique known as 'printing circuitry'. Essen- 
tially, a conducting pattern is laid on an insulating 
board. There are many ways of doing this. А common, 
the most usual, method in fact is to lay a copper foil 
on to a plastic backing plate and to print a pattern 
on the compact with an etch-resisting ink. The compact 
is then etched leaving a pattern of copper-foil 
conductors bonded to the plastic. A variant known 
as the negative process is used where a conducting 
pattern 1s required on both sides of the board and 
connections have to be made through from one side 
to the other. According to this variant the plastic 
board is clad with copper foil on both sides and a 
negative of the pattern required is printed on each 
side. Holes are then punched at the points where the 
connections are required to be made through the 
plastic from the pattern on one side to the pattern 
on the other and the whole placed in a copper- 
plating bath. Copper is deposited on both faces and 
creeps through the holes from one side to the other, 
according to a convenient property of copper plated 
in this way. When the connection is established, the 
work is transferred to a tin-plating bath and the 
exposed portions of the copper including the holes 
are tin plated. The ink used as a resist is then removed 
and the compact treated with a differential etchant 
which removes copper but not tin. Like all wet pro- 
cesses of this kind, photographic, photolithographic, 
electroformative, and so on, printing circuits sounds 
complex when described verbally. It is quite simple 
to perform however, and the process does not look 
complicated when you see it broken down into 
technical operations which can be observed. 

The connecting circuit being established in this 
way, there remains the problem of assembling the 
components in register thereon. This is essentially 
a stapling operation and the unit operation does not 
differ materially from that used in a very familtar. 
office gadget, the stapling clippers which pin dockets 
of paper together. j 

An electrical component, be it resistor or capacitor, 
is commonly a cylindrical element with two opposed 
axial leads in tinned copper. 'Thesg are conveniently 
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mounted on expendable tapes wound on a feed drum, 
the whole being somewhat reminiscent of the belt 
feed of bullets to a machine gun. À sequence of such 
drums is mounted at stapling stations on the assembly 
line and, as the printed circuits boards are fed in 
register on a conveyor belt under the various work- 
stations, feed and stapling action comes into play and 
each board acquires its complement of circuit ele- 
ments as it traverses the various work-stations. All 
components being stapled in register through holes 
in the printed circuit board, the latter is dipped 
into a soldering bath and all the stapled connections 
soldered firmly together in one operation. 

"The successful achievement of processes as com- 
plicated as the foregoing represents a substitution of 
human eyes and fingers. Тће component of nerve 
and brain displaced 18 greater in proportion to the 
displacement of muscle and brawn than in the case 
of transfer machining. If one may properly be called 
automation, so may the other on the definition of 
automation used here. The number and variety of 
the problems to be solved exceeds that involved in 
manufacturing lamp bulbs by such a large factor that 
a qualitatively new feature seems to be genuinely 
present. Such being the case, the achievement goes 
further than the mere manufacture of amplifiers for 
deaf aids, radio receivers and television sets. It is an 
inspiration to production engineers who will now 
perforce ask themselves in how many other fields 
comparable achievements may be awaiting discovery. 


Control Engineering 

In my third example of automation the component 
of nerve and brain eliminated is greater still. I refer 
to the whole group of techniques known as control 
engineering. These are not new, but have undergone 
remarkable evolutionary acceleration in recent years. 
Centrifugal governors were first used in corn- 
grinding machinery. James Watt adapted – and 
patented-a modification of such centrifugal 
governors to steam engines. Speed governors, 
thermostats, auto-pilots: these all belong to a family 
of devices having certain features in common. 

First they all contain some quantitative measuring 
device which indicates the appropriate quality to be 
regulated: speed, temperature, direction and so on. 
Secondly, they possess a device for ‘setting’ the 
regulator by selecting some particular value of, for 
example, speed, temperature, or direction which is 
to be maintained ‘constant. Thirdly, they contain a 
subtractive element which indicates the error between 
the desired and the actual performance to be regu- 
lated. Fourthly, they contain a regulating element 
operated by theeerror' signal generated as described 
above fn such a way that a correction is introduced 
adjusting the performance to bring it into conformity 
with the setting. ‘Thus steam is turned on if velocity 

«is too low or off if too high; a source of heat is turned 
on if the temperature is too low or off if too high» 
rüdder is applied to the right if the boat, aeroplane, 


_ missile, or whatever it may be, is off course to the 
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left and to the left if it is off course to the right. I 
must now refer to the advances in this field; they are 
twofold: theoretical and practical. 

A characteristic of all these self-regulating or 
negative feed-back elements is that they ‘hunt’ or 
oscillate about the desired setting. In certain cir- 
cumstances this hunting may be dangerous. The 
unskilful driver of a motor-car can be regarded as an 
unstable control element: the car yaws to left and 
right of its course. Those who can sail a boat will be 
aware that it is much more difficult to sail a boat 
skilfully into a variable wind than to drive a car along 
a twisting road. The sailing boat has two settings, that 
of the sheets and that of the tiller and they interact 
in such a way that a course into the wind easily 
degenerates into a series of cusps, in which the boat 
comes too close to the wind and loses way before 
paying off. Automatic regulation by means of two 
interacting controls is more difficult to stabilize than 
regulation by means of a single control. An example of 
instability is provided by the yawing of a towed 
vehicle such as a trailer caravan. If well designed, the 
system  &vehicle/tow-bar-linkage/trailer) should be 
stable and the trailer should follow the vehicle 
faithfully. At critical speeds, however, a trailer may 
commence to yaw and the amplitude of this oscillation 
may build up to the point where a disaster occurs 
and the trailer overturns. Imagine that instead of the 
direction of a trailer we were concerned with the 
neutron flux in an atomic reactor, or the plate hold 
up in the fractionating column of a big oil refinery, 
and you will see how very disastrous instability can 
be. Necessity is the mother of invention. Guided 
missiles with their multiple controls, oil refineries 
with their multiple-feed backs and atomic reactors 
with their potentially high-speed response to diver- 
gent conditions have, of recent years, presented 
problems bristling with intractable mathematics and 
a method of solving them has had to be evolved. 
This involves building electronic models of the 
systems involved, models which, in essence, are 
describable by the same intractable mathematics as 
the original systems. 'The behaviour of these models 
then provides an alternative to the numerical solution 
of the mathematics. Models of this kind are known 
as analogue computers and their evolution and 
successful construction and study have led to notable 
advances in the theory of the subject. ; 

The practical side has been associated with the 
development of electronics. May I*present two alter- 
native uses of an electrical assembly. It can be thought 
of as a source of signals, or it can be thought of as 
a source of power. In automatic control we are соп- 
cerned with both. Physical .conditmons of heat or 
light, temperature, pressure, stress, torque, find so 
on, can all be made to generate electrical signals. 
These usually take the form of small voltage changes 
at a low power level across а load resistance. These e 
signals require in géneral to be processed as input 
signals and delivered as output signals' after ргб- 
cessing. By processing I mean that some sort of a | 
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signal or pattern of signals ‘in’ has to be converted 
into some other sort of signal or pattern of signals 
*out'. The output signals have finally to be amplified 
in such a way as to generate power in quantities 
sufficient to work regulators. Electronics enters into 
this operation in two ways. Firstly, the electronic 
amplifier is usually an essential stage in the output 
process of raising the power level of a signal to the 
point where a regulator can be brought into action. 
Just as important, however, as power amplification 
is the use of electronic circuitry for the processing 
of signals, that is of converting one pattern into some 
other pattern. One can see the importance of this in 
an intuitive way, but why is electronics important 
as a means to the end? The reason is a simple one, 
though it is not usually given in the form in which I 
prefer to see it stated. Electronics permits a divorce 
of functional from spatial distribution of compo- 
nent elements that is without precedent in mechanical 
terms. In any mechanical assembly, function and 
geometry are inextricably linked. A wheel must rotate 
about its geometrical centre, a lever about its geo- 
metrical fulcrum; the teeth on a gear wheel must not 
only have number but precise configuration in space; 
a shaft cannot be bent round a corner without four 
bearings and two crown wheels; parts which are 
functionally sequential must be spatially contiguous; 
and so on. The designer of a mechanical information 
processing device of more than a limited degree of 
complexity is thus b:set with the difficulties in- 
separable from the fact that two pieces of matter 
cannot be in the same place at the same time. What 
he finally designs, as in cam-operated predictor 
equipment, has to be frabricated with extreme 
precision. In the electronic counterpart of any such 
device all these difficulties disappear, permitting an 
increase in the complexity of the devices which can 
be fabricated for the same design and development 
effort. It is true that other difficulties arise to replace 
them; for example, a metallic part remains the same 
size throughout its history, whereas electronic com- 
ponents drift in value, or tend to. But these difficulties 
do not affect permissible complexity directly so much 
as a certain kind of reliability, namely, the number 
of occasions when a part requires to be replaced. This, 
of course, may have an indirect effect on complexity 
in so far as the latter may entail a physical multi- 
plication of essential units. These must not be 
multiplied to the point where at least one is always 
out of action. Fortunately this limitation is not en- 
countered until after electronics has accomplished a 
notable advance on any signal processing device 
achievable without prohibitive complexity or expense 
by mechanical means. 

І feel that these descriptions are somewhat abstract 
santi that a concrete illustration. of an automatic 
control system would be appreciated. In this context 
1 would invite consideration of the operation of a 
big modern oil refinery. There you will find chemical 
and thermal feed-back loops of a complexity such 
that no man could vjsualize the effect of his inter- 
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vention seriatim.at all the control points without 
being thrown into a state of mental confusion. All 
these points will be found to be under the control of 
automatic regulators linked and coupled in such a 
way that human intervention 18 largely unnecessary. 
‘The result, you will find, із stable. Stripping columns 
do not surge. Only a small handful of skilled operators 
will ever be found engaged in working the plant. For 
the most part, though they are conventionally 
referred to as 'labour', they have little to do except 
wait for something to happen which requires personal 
intervention. The handful who operate the plant 
are outnumbered many times by the skilled fitters 
and engineers who maintain it and replace corroded 
or mechanically worn parts. Labour in the classical 
sense has simply digoppeared:” There is no unskill; 
it is all skill. 


The Electronic Digital Computer 
May I now turn to the fourth and last group of 
techniques included under the name of automation: 
information processing techniques made possible by 
the achievement of the electronic digital computer. 
The component of brain and nerve replaced is here at 
its maximum relative to the displacement of muscle 
and brawn. Ín contrast to the techniques of auto- 
matic control which commence with information 
and end with power-operated servos, data processing 
or information handling starts and ends with infor- 
mation. 'T'here is no final stage of power amplification. 
,Automation in this context provides a partial sub- 
stitute for the brain of the accountant. For this reason 
electronic computers are sometimes called mechanical 
' brains. If you care to call a mechanized grab а 
mechanical hand, you are of course free to do so, if 
you consider it appropriate on the grounds that it 
- does work for which a hand would otherwise be 
required. By the same token you can call an electronic 
computer an electronic brain if you think it approp- 
riate for a cognate reason. Only be clear that they are 
not brains, are not alive, do not think and are merely 
` the faithful slaves of human beings who are alive 
and do think. They can do simple tasks such as 
calculating that ‘one and one make two’ very much 
faster than a human brain. Complicated tasks such 
as translating ‘bon jour’ into ‘good morning’ take 
them much longer than a human bilinguist would take. 


Analogy Between a Computer 
and a Human Brain 
If there is any analogy at all between a computer and 
a human brain it must subsist between one brain 
and a battery of some ten thousand computers. The 
discrepancy is as large as that. Physically I cannot 
hope to describe these instruments in the space 
available as part only of one paper. They can be 
visualized as part clock, part gramophone or (аре•ге; 
cord, part automatic telephone exchange, and part 
the counting half of a Geiger counter. This is achievetl 
by employing some multiples of thousands.’ of 
electronic elements disappointingly packaged as 
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breadboard assemblies in regular arrays like guards- 


men on parade. They are impossible to ‘take in at a 
view' as there is nothing to see working except an 
automatic typewriter. One has to take it on trust that 
the computer rather than some other agency is 
actually working the typewriter. 

The immense difficulties that were overcome in the 
construction of the earlier computers had a comical 
component brought about by the limited analogy 
between the computer and the brain of its designer. 
Facetious treatment of these analogies was temporarily 
good copy for daily journalism and for a while the 
earlier computers had news value accordingly. This 
phase has passed and computers can now be seen as 
powerful auxiliaries in mathematical laboratories 
and accounting houses, but little more. They will not 
replace the human brain except.on routine work — 
the routine of costing, payroll calculations, or stock 
records on the one hand; the routine of the numerical 
analyst on the other. No mathematical calculation 
can be performed on a computer which cannot be 
performed with pencil and paper. But some, in fact 
many, calculations which would take prohibitively 
long with pencil and paper can be completed econo- 
mically with a computer. In fact, one can go further 
and say that no calculation can be done with a 
computer unless it can be done with pencil and paper. 

It would be beyond the scope of this paper to 
describe the application of computers to mechanized 
accountancy. Suffice it.that the accounts department 
of twenty-five years hence will be different in many 
respects from the same department today. 


Techniques Properly Denotable 
as ‘Automation’ 


I have presented to you four techniques properly 
denotable as ‘automation’. I would not have you. 
imagine, however, that because they are technically 
independent of one another they do not, in their 
applications, interact. Transfer machining, as I have 
said, entails automatic inspection. It entails more 
than that however, for the system must react appro- 
priately to the results of the inspection and that involves 
an element of automatic control. As transfer process- 
ing increasingly dominates every branch of mass 
production, so will the solution of automatic assembly 
problems become ever more pre-emptive as the logical 
consequence of trying to integrate the push-button 


‘processes into a push-button factory. Moreover, 


automatic assembly processes in the electronic field 
themselves appeat likely to be the clue to the problem 
of cheapening computer production and bringing 
the computer into a price range where it will com- 
mand wider economic utility. 

Finally what, are we to make of the computer- 
contrelled machine tool? Stich devices produce 
accurately machined parts on instructions fed to a 
computer on punched tape or cards, the computer 
being linked to the tool by appropriate monitors and 
servos. At least two components of automation, data 
frocessing*and automatic control, enter here as equal 
partners, rfot on a basis of one being a mere auxiliary 
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of the other. Indeed, one may suspect that the germs 
of all four elements are latent in so novel a device. 


Definition 

Having thus described the four components of 
automation, their community of function, their 
technical independence, and their interaction in 
application, may I conclude with the definition to 
which the foregoing will serve as a preamble, a 
preamble which will serve to make the definition 
both necessary and sufficient: 
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*Automation refers to a contemporary group of 
independent advances in the field of mechanization. 
These advances characteristically employ dis- 
criminatory devices and automatic controls. Typical 
subjects classified as automative include transfer 
machining, automatic assembly, the whole field of 
control engineering and that part of communication 
engineering concerned with data processing, account- 
ancy and calculation involving the use of electronic 
digital computers'. 


Such is the reality behind the verbal fad. 


WEEKLY NOTES 


'The Scottish Institute's Examinations 


In the May 1956 examinations of The Institute of 
Chartered Accountants ој" Scotland, there were 
111 successful candidates in the Final examination 
and 126 successful candidates in the Intermediate; 
these results are 12 less and 58 less respectively, 
than those announced for the December 1955 
examinations. 

The Institute's Distinction prize, for candidates 
in the Final examination, was won by Mr Arthur 
Murray Campbell Morison, of London. Тће Albert 
J. Watson prize, for the candidate who obtains „the 
highest number of marks in the First Division of the 
Final examination, was won by Mr Robert Henry 
Carter, of Glasgow. 

'The Sir William McLintock prize, in two parts, 
for the two candidates obtaining the highest and 
second highest number of marks in the Second 
Division of the Intermediate examination, was 
awarded to Mr Alexander Ritchie, of Perth, and 
Mr Ian Gordon Morrice, of Aberdeen. 

"The, names of successful candidates in the Final 
and Intermediate examinations (second divisions) 
appear elsewhere in this issue. 


The Irish Institute's Examinations 


A total of 156 candidates sat for the examinations of 
'The Institute of Chartered Accountants in Ireland, 
held in May, and of these 44 (28 per cent) were 
successful. 

There were 65 candidates for the Final, of whom 20 
(31 per cent) passed — compared with 36 per cent in 
November 1955 —and 45 (69 per cent) failed. The 
First Place and the Arthur Је Muir Memorial 
Prize were won by Mr John Clayton Rawlins, B.a., of 
Nairobi. 

In the Intermediate there were 91 candidates, of 
whom 24 (26 per cent) passed and, 67 (74 per cent) 
failed. Passes in the November 1955 examination 
were 34 per cent. The First Place and the John 
Mackie Memorial Prize were awarded to Mr Daniel 
Gerard O'Dwyer, of Dublin. 

e The ful list ој successful candidates, with a 


Management Accounting Scholarship 
Details of the proposal by the trustees of the Lever- 
hulme Trust to award a research scholarship in 
management accounting to the value of not less than 
£2,000 and tenable for one year, were given in our 
issue of May 26th. 

It wil be remembered that in 1955 — -when a 
similar scholarship was proposed – the members of 
the selection panel stated that no suitable candidate 


"had appeared before them; in consequence, this 


valuable scholarship was not awarded. 

The Leverhulme Trust has been exceedingly help- 
ful to the profession in including accountancy among 
the subjects which are deserving of study and it 
would indeed be a disappointment if for the second 
year no award could be made. There is no reason 
whatsoever why this should be so, for the scholar- 
ship provides an outstanding opportunity for a young 
member of the profession to gain extremely valuable 
experience during the work of the year. 

'There must be many likely candidates among young 
accountants in firms of practising accountants — 
perhaps junior partners or potential partners – or 
men in industry and commerce, who would obtain 
great benefit through this scholarship. 

'To those seniors who feel that there is a young 
man in their office who would be a suitable candidate, 
we make the suggestion that they might consider 
putting his name forward as an applicant. Surely it 
is well worth while for a progressive firm to spare a 
man for a year to be supported in the generous way 
which the scholarship offers and to gain the valuable 
experience which the year's work would ensure. 

The chairman of the selection panel is Sir Harold 
Howitt,. С.В.Е., F.C.A4., a member of the Council of 
the Institute, and the other members are Mr Henry 
A. Benson, C.B.E., F.C.A., Mr L. C. Hawkins, Е.5.А.А., 
a member of London Transport Executive and a 
member of the Council of the Society, and Mr P. H. 
Shirley a.c.a.(aust.), of Unilever Ltd. 


Finance Bill Changes 


• "The Government have accepted а new clause to the 


Finance Bill the effect of whichsis to permit the sale 


summary of the results, appears on another page*of at off-licences of miniature bottles of wine or spirits. 


this issue. 


At present, an off-licence holder in England, Wales 
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or Northern Ireland cannot sel wine in bottles 
smaller than one reputed pint; and in England and 
Wales he cannot sell spirits in a bottle less than one 
reputed quart (Customs and Excise Act, 1952, 
Section 149 (6)). 

Тће exemption for friendly societies conferred by 
Section 440 of the Income Tax Act, x952, is res- 
tricted to those societies which cannot grant annuities 
exceeding £104. This restriction was to prevent unfair 
competition with insurance companies. It has now 
been pointed out that since clause 20 of the Bill is 
to exempt annuity funds the restriction is no longer 
justified. The new clause by a backbencher was 
not.acceptable to the Government in its proposed 
form and it was withdrawn on an official under- 
taking being given to deal with the point at 
the report stage. | 

А great deal of time was given at the committee 
stage of the Bill to attempts to obtain concessions 
in relation to the entertainments tax, but the attempts 
were not successful. The Chancellor expressed 
sympathy with some of the arguments used but he 

ointed out that the only concessions made in the 

ill were directed to the encouragement of savings. 
He promised to look at the whole structure of enter- 
tainments duty carefully; he thought it would have 
to be remodelled since it could not stand up to the 
serious criticisms levelled at it. It would be a strong 
claimant for relief when the time came, which he 
hoped would be in next year's Budget. 


Capital Expenditure for 1957 


The panel of companies, some 600 in number, which 
provided the Board of Trade with their estimates of 
capital outlay in 1956 are to be asked to do the same 
for 1957. There will be a regular inquiry made at 
the end of September but a preliminary estimate is 
being called for right away. This gives some idea of 
the importance and urgency which the Government 
attaches to getting the reaction of business to the 
credit squeeze over the early summer weeks. 

While most public attention is centred on such 
symptoms of deflation as the dismissal of workers 
in the motor-car industry, the basic question which 
economists are trying to find an answer to can be 
summarized as follows. Granted that the credit 
squeeze will continue for some time yet, how far 
will consumers' expenditure resist the pressure? 
How large will investment be this year and next? 
It is apparent that the demand for most kinds of 
machinery and plant remains buoyant. How far will 
deflation be carried through by reducing the rate of 
stock-building? How extensive will the reduction in 
Government expenditure be? Some idea of this last 
question is now available from the Chancellor's 
statement last week. Finally, how large a balance of 
payments surplus is going to emerge? Not all these " 
questions will be answered by the capital expenditures 
estimate for 1957 but it will give some idea of how 
business is planning its outlay for 1957 in the climate 
of 1956. 


е o 


THE ACCOUNTANT 


July 7th, 1956 


Cheapest in the End 


Where a company, farming 75 acres surrounding the 
private house of its controlling shareholder and 
managing director, pays £6,995 for a Bentley car to 
enable him to travel on its business, and one-twelfth 
of the total mileage is for his private use, what is a 
‘reasonable’ proportion of the capital allowances, 
within Section 289 of the Income Tax Act, 1952, 
which should be granted to the company? This was 
the question in G. H. Chambers (Northiam Farms) Lid 
v. Whatmough (H.M. Inspector of Taxes), The Times, 
June 27th, 1956. The car was bought second-hand; 
it had a special saloon body which in a new car 
would have cost £2,500 extra. In the opinion of 
the managing director, the most expensive machinery 
was the best in the long run. The business user 
amounting to 140 miles a week, consisted mainly 
in taking the managing director to Maidstone, 14 
miles away. 

The Commissioners held on appeal that the gross 
capital allowance, £1,749, should be abated for 
‘personal choice’ of the car by £1,020 55 od, plus an 
agreed sum of £145 15s od for private user, leaving 
a net allowance of £582. The company appealed to 
the High Court. 

Vaisey J. held (distinguishing Kempster v. 
Mackenzie, 31 A.T.C. 207; 32 T.C. 193) that there was 
ample evidence on which the Commissioners could 
find as they did. During the argument his Lordship 
expressed surprise that a farmer should have bought 
a great luxury car like that for his farm, and he 
commented that it seemed a most extraordinary 
piece of extravagance and nothing to do with the 


running of the company. 


Split Among the Building Societies 


The Halifax Building Society announced this week 
that it has resigned from the Building Societies’ 
Association. A serious cleavage of opinion between 
the two has been known to exist for some time. A 
formal announcement could only formalize the 
break and be the occasion for an announcement of 
the reasons which had brought it about. 

The Halifax says that its decision to withdraw is 
based on its disapproval of an over-expansionist 
policy and its anxiety over the policy of accepting 
large capital sums from limited companies. It denies 
that interest rates were the cause of the friction. In 
general, the Halifax’s deposit rates and mortgage 
rates are lower than those elsewhere in the movement. 
It is thus apparent that the size of the resources of 
the Halifax Building Society and its traditional con- 
servatisgn have led to an open breach with an associa- 
tion which must represent to some extent the inter- 
ests of the smaller societies. It is more than likely, 
bowever, that the difference between the point of 
view of the Halifax and that of the larger members of, 
the association is one of degree only. That being so, 
the schism may be only temporary. 
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FINANCE AND COMMERCE 


Developments in the motor industry, loss of steel 
production through the overtime ban y: maintenance 
men, slowing down of factory output in May, and 
the growing impact of rising costs in industry have 
combined to make for unsettled stock-market condi- 
tions. There has been a general reaction in industrial 
equities and the gilt-edged market has also been 
easier. Only oil shares have shown strength and the 
leading issues reached record high pes before 
profit-taking was encountered. 


Gilt-edged Prices 


А number of readers have suggested that a quarterly 
list of British Government stock prices would be of 
assistance to them as a general guide to the end- 
quarter position of the market. A list of prices will, 
therefore, be included in ‘Finance and Commerce’ in 
the first issue after the end of each quarter with prices 
at the end of the previous quarter for comparison pur- 
poses. The list will be divided into three sections. 
Undated, long- and medium -dated stocks are in the 
first section, Government guaranteed stocks in the 
second, and short-dated stocks in the third. The first 
list appears below. 

During the past quarter, the gilt-edged market has 
been under pressure for most of the period with the 
weakness of sterling against the dollar a material 
factor towards the end of last month. In recent weeks 
the market’s uncertainty has also been increased by 
the approach of the T'reasury’s operation for the 
conversion of the 1954-56 National War Bonds due 
for redemption next month. Аз a whole, turnover 
during the quarter was small and prices have sagged 
more by reason of lack of support than of any heavy 
pressure to sell. 





March 29th Fune 29th 


Consols 4% 1957 aft. 8of 77% xd 
Consols 24% 1923 aft. 534 52% 
Conversion.34% 1969 843 834 
Conversion 34% 1961 aft. 71 7o% 
Funding 4% 1960-90 87$ 87$ 
Funding 34% 1999-04 788 75% xd 
Funding 3% 1966-68 808 78% x.d 
Funding 3% 1959 69 — 79 x.d. | 78i 
Savings 3% 1955-65 . 844 841 
Savings 3% 1960-70 .. 784 763 
Savings 3% 1965-75 .. 75% 744 
Savings 24% 1964-67 7835 xd. 77% 
Treasury 34% 1977-80 79% 71% 
Treasury 34% 1979-81 ++ 79% 785 
Treasury 34% 1979-81 ‘A’ .. — 774 
Treasury 24% 1975 aft. 538 | 52ł 
Victory 4% by 1976 . 93 92$ 
War 34% 1952 aft. 74 jot 
British Electric 44% 1967-69 94% 92$ . 
British Electric 4% 1974—79 894 . 88H , 
British Electric 34% 1976-79 80} . 785 


ТОКА. 


This week's reprint gives the accounts of the In- 
dustrial and Commercial Finance Corporation Ltd, 
the finance company sponsored ten years ago by 
institutional investors to provide capital for develop- 
ing businesses not of the shape and size to enter the 
capital market on their own account. Out of this 
organization: came the Estate Duties Investment 
Trust whose accounts were recently reprinted. 


L.C.F.C. received, during the year, 443 applications 
from new customers compared with 383 in 1954-55. 
Offers were made to 73 (104) cases and to existing 
customers requiring additional capital in 64 (46) 
cases. Seventy-seven new accounts were opened and 
25 repaid. 

The Corporation has had a double dose of credit 
squeeze: on the one hand, the tightening of control 
of investment and borrowing by the Capital Issues 
Committee and the extension of that control to all 
amounts over £10,000; on the other, a restriction by 
the shareholders on the provision of resources. The 
result has been that since May 1955, the Corporation 
has been relying on repayments and realizations as 
its chief means for financing new business. 

Lord Piercy, the chairman, says that the require- 
ment for consent to issues above {10,000 and up to 
£50,000 is one that should be cancelled promptly 
when circumstances permit, the form-filling and 
administration delays are ‘highly deterrent’. No 
question of C.I.C. consent, however, arises where 
firms can spend their own money and thus it is that 
new and rapidly expanding concerns, which include 
‘some of the most enterprising elements in the 
economy’, are the chief sufferers. 





March 29th June 29th 


British Electric 3% 1968-73 76% 74% 
British Electric 3% 1974-77 744 73% 
British Gas 4% 1969-72 7i 861 
British Gas 34% 1969-71 824 821 
British Gas 3% 1990-95 691 x.d 671 
British Transport 4% 1972—77 87% 84% 
British Transport 3% 1968-73 764% 74 
British Transport 3% 1978-88 70$ 68 
Exchequer Stck. 3% 1962-63 88% 88$ 
Exchequer Stck. 24% 1963-64 84% 84$ 
Conversion 4% 1957-58 978 98 & 
Conversion 2% 1958-59 92 ii 944 
Exchequer 59$ 1957 .. 100 ty тооф 
‘ Exchequer 3% 1960 .. 93% 94% 
Exchequer 2% 1960 .. ' 89$ 913r 
e Funding 23% 1952-57 74 98% 
" Funding 24% 1956-61 8945 xd 90ў 
e *National War Bonds 24% 
1954—56 99% 99% 
Serial Funding 24% 1957 "96% 971 
War 3% 1955-59  .. 94% 94% 
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Turnover and Profits 
An extremely interesting item in this I.C.F.C. annual 
is the graph showing the index of rate of change of 
turnover and profits amongst companies of medium 
size. Аз this 1s a subject in which accountants are very 
much concerned, we have included the graph in our 
reprint of the accounts. 

The graph is based on the audited accounts of 
273 of the Corporation's customers and covers a 
wide range of industries. То avoid wide fluctuations, 
the trading .results are summarized on a moving 
annual total basis at monthly intervals. Each month, 
а certain number of accounts are received for the 
latest financial year; the turnover and profit figures 
are added to the profit figures for the entire sample 
and the corresponding figures for the previous year. 
are subtracted. The change in the total is then 
worked out as a percentage increase or decrease over 
the previous year. 

he graph consequently shows not the absolute 
amount of any increase or decrease over the previous 
year, but the rate of change. Thus even though the 
graph of turnover had.a downward trend in 1953, 
the level of turnover throughout the period was 
in excess of the previous year, though by a pro- 
gressively smaller margin. 

The graph does not indicate an absolute decrease 
until it drops below the zero line, as the graph of 
profits did in the second quarter of 1953. In inter- 
preting the graph, it may be assumed that the 
accounts received in any one month -тејег to the 
financial year ended six months previously. 


Turnover Figures 
LC.F.C. is, of course, in a special position in regard 
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to disclosure of turnover. It may not take a direct 

hand in management but it does want to know what 
is happening in the business in which it puts the 
money of those who finance it. 

In the wider sphere of public companies and. public 
investors, disclosure of turnover is growing. The great 
Vickers Ltd has recently given its 1955 turnover at 
£131 million. Marks & Spencer's turnover last year 
exceeded £118 million against £107 million the year 
before. 

But while publication of the figures is commendable, 
we also note that they were presented in the respective 
chairmen's speeches at the annual meeting and not 
in the accounts where, in our opinion, they properly 
belong. Perhaps on the delicate subject of turnover 
disclosure, however, it is as well to accept slow 
beginnings patiently while directors come to realize 
that the world has nof been brought to an end by 
their publication. 

Vickers, by the way, will probably start issuing a 
half-yearly statement next year, giving abridged 
unaudited figures for the first six months. British 
Petroleum also promises half-time figures next year. 
And so the evolution of company reporting proceeds, 
achieving with each step what was previously 
considered impossible. 


Money Market 

With the market's bid cut by 4d to £98 145 3d there 
was a further rise in the Treasury bill rate on June 
29th. The average rate rose to £5 25 8:554 per cent 
and, with applications totalling £401,935,000 for the 
£280 million of bills offered, the market obtained 
56 per cent of requirements. This week the offer is 
again [280 million. 








CUMULATIVE TOTAL OF INVESTED o 


COMPOSITION OF INVESTED FUNDS 


Gross Net AT 3! МАКСН 1956 
At 31 March 1946 178 178 £'000 
1947 3,125 3,070 
1948 8,19! 7,760 Secured Loans 11,967 (37%) 
1949 13,982 12,398 
1950 18,616 15,668 ` Unsecured Loans 6,709 (21%) 
1951 24,651 20,252 
1952 29,987 23,689 Redeemable Pref. Shares 6,852 (21%) 
1953 34,625 . 286 
1954 38,288 27,827 Non-Redeemable Pref. Shares 3,708 (1295) 
1955 42.716 ,622 
1956 49, 32,193 Ordinary Shares 2,957 (996) 
Gross investment is the total sum раја out to the dates mentioned; net Investment 32,193 (100%) 


is gross Investment less repayments, realisations and provisions. 





TABLE 4. NET ANNUAL INCREASE OR DECREASE IN INVESTED FUNDS, ANALYSED BY TYPES OF FACILITIES 


34% Treasury Stock, 1979-81 
Secured Loans 

Unsecured Loans 
Redeemable Pref. Shares 
Non-Redeemabla Pref. Shares 


11,967.0 
6,708.8 

237 | 6,852.1 
9.41 3708.5 


LÀ 
Ordinary Shares А i . 6.51* 7313 sj Д 15.) | 2,956.6 





1,240.8 


2,597.4 | 100.0 106.0 | 32,193.0 
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INDUSTRIAL AND COMMERCIAL FINANCE CORPORATION LIMITED 





STATEMENT OF PROFIT AND LOSS 








Year to > Е Year to 
31 March 1955 f = . 31 March 1956 
£ £ Interest, Dividends, Sundry Fees, and Profits on Realisations fess Provisions for Doubtful Advances and £ 
2,360,473 Investments, amounted Фо... 600666 ga eC Y Ner Im акажа тае 2,485,240 
After deducting: 5 
173,200 Administration Expenses 189,238 
10,152 Directors’ Remuneration 10,250 
787 Provision for Audit Fee ove 1,050 
8,830 - Amounts written off Freehold and Leasehold Property, Motor-cars, Furniture and Equlpment.... 8,038 · 
192,969 - 209,576 
and í ' 
200,000 Provision for Contingenclet 2... ccc cere c cece reece cece n eet eee e tenet eee n eens e hh nnn — 
392,969  ——— — — 208,576 
1,967,504 ` There remained a Profit, before providing for Interest payable and Taxation, of 2,276,664 
667,089 Interest payable on Loan Capital 2.0... ccc eee e cece енне 877,503 
9,275 Together with other Interest... c.c esses esses ehh ehh re] enema semet 13,346 
676,364 гедшігеб cece ee cee cee tee eee ee ne et tee ee Hee Een ene eee eee EES EEE Eanes ean eee 890,849 
1,291,140 Leaving a Profit for the year, before providing for Taxation, о... 1,385,815 
572,285 The estimated charge for Income Tax, based on the profit for the year, маз... Е 590,000 
718,855 The Net Profit for the year was therefore, „0... jesse gud uns 795,815' 
66,921 To this must be added the Surplus brought forward from the previous year of......... cesses 70,151 
— BÀ — 
785,776 Making an avallable balance of. . 0... cece cece eee eet eee treet sect earn hh hern 865,966 
500,000 The Directors hava decided to transfer to General Reserve an amount о... 500,000 
(5%) And they recommend a Dividend of 5% less Income Tax at 8s 6d in the £ on the paid-up Share Capital 
215,625 of the Company, payable on 14 September 1956, which will absorb..... csse xS ds 215,625 
715,625 ——— 715,625 
£70,151 Leaving a Surplus to be carried forward ог.,.... 2... cece ооа анна "o £150,341 











INDEX OF RATE OF CHANGE OF TURNOVER AND PROFITS AMONGST COMPANIES OF MEDIUM SIZE 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Registration for the Profession 


Sik, - Referring to the article by Sir Russell Kettle, 
'Reminiscences and reflections" in your issue of 
April 28th, 1956, and the paragraph which deals with 
registration for the profession, may I suggest that 
his Olympian view of the problems of the smaller 
accountant, and in particular the provincial account- 
ant, is findementalls different from that of the 'toad 
under the harrow'. 

He states that one of the reasons why registration 
has never been effected is that it is 


‘s . . unlikely that any Government would be 
prepared to prevent, in tHe public interest, the 
exercise by professionally unqualified persons of 
accounting functions for sole traders, partnerships 
and private individuals. 


As to the likelihood of this coming about, this. is a 
matter of opinion, but is this any reason why the 
leading accountancy bodies зћоша not continue to 
fight for what is obviously right? Has a sole trader or 
a partnership no right to protection from the in- 
capable unqualified practitioner and is it suggested 
that there is one standard of accounting practice 
which applies to a small business, and another to 
larger businesses? Further, does he seriously main- 
tain that 
'. . . much of such work did not call for the 
employment of a professionally trained and qualified 
accountant.’ 


In point of fact the preparation of accounts for small 
traders who often do not keep either adequate records 
or at least a complete double entry system calls for 
specialized skill and knowledge which is in no way 
inferior to that required in the preparation and audit 
of accounts of much larger concerns. 

The only inference that can be drawn from Sir 
Russell Kettle's observations is that, although owing 
to the incidence of taxation all businesses except 
those on a very small scale need the services of a 
competent accountant (and a large part of the smaller 
provincial accountant's work is comprised of such 
business) neither the practitioner, from the point of 
view of adequate fees (which mainly depend on 
registration) nor the public, are to þe protected. 

Finally, because a man is in a small way of business, 
can his legal work be undertaken by an unqualified 
person, or if he has a minor ailment can anyone but 
a qualified doctor properly prescribe for him?  . 

When other professional bodies*in the past have 
secured registration it is because their leaders have 
been in advance of public opinion and not like the 
Duke of Plaza Toro led their armies from the rear. 
soir p. states $ 


.. . the only way to meet this а is by 
гаса the public ...; . 


who is supposed to do the educating - the individual 
accountant or the accountancy bodies who should 
represent his interests? 
Yours faithfully, 
Hitchin, Herts. S. McCOMBIE. 


[Sir Russell Kettle writes: In my address I was 
indicating some of the reasons which amy government 
might advance against registration. No review of this 
question can ignore political considerations however 
much one may disagree with them.] 


Depreciation in Nationalized Industries 


Sm, – In your issue of June gth, Mr J. R. Evens 
argued that to recover replacement cost depreciation 
prices paid by the consumers of services supplied 
by nationalized industries is inflationary in character. 

In his argument, replacement cost depreciation is 
bracketed with wage claims and he describes both 
of them as attempts to obtain complete ready-made 
economic security. In the monetary sphere there is, 
first, a world of difference between paying out higher 
wages and charging higher depreciation; and, second, 
higher prices are not a cause of inflation but a 
reaction to it. 

When higher wages are paid out, more money for 
spending is put into the hands of the wage-earners. 
When higher depreciation is charged, this is a book 
entry which does not put more money into the hands 
of any income earners. 

The primary cause of inflation is the spending of 
money not withdrawn from other incomes. In the 
context of the nationalized industries, if higher wages 
have to be met and historical cost depreciation only 
is charged, the industries probably borrow money 
to replace their equipment. If the borrowing -is 
through the banking system, by creating money for 
the purpose (as has often been the case), the result 
is inflationary since, on the one hand, money for 
spending has been given to some (the wage-earners) 
and this has not come from producing more but 
from money raised to finance the nationalized in- 
dustries, albeit the funds raised have been nominally 
for new equipment. 

Higher depreciation charges, on the other hand, 
in so far as they result in charging higher prices to 


consumers, absorb some of the spending money of^ 


wage-earners and others. Higher prices are therefore 
а counter to inflation. Admittedly, higher prices can 
be used as an excuse for more wage claims and more 
borrowing, but this is a secondary effect that should 


• not be allowed to obscure the first impact of rising 


.prices which is the attempt of the free economic 
system to counter inflation. 


Yours fafthfully, 


Dublin. А. PAKENHAM-WALSH. 
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TAXATION CASES 


Full reports of the cases summarized in these columns will be published, with Notes on the J udgments, 
in the Annotated Tax Cases. 


In re Pelly’s Will Trusts 
In the Court of Appeal ~ April 25th, 1956 
(Before THe MASTER OF THE ROLLS (Lord EvERSHED), 
Lord Justice JENx1Ns and Lord Justice Hopson) 


Income tax — Maintenance claim — Settled land – 
Capital money spent on improvement — Whether tenant- 
for-life entitled to retain amount repaid pursuant to 
maintenance claim — Settled Land Act, 1925, Sections 
73, 107 — Income Tax Act, 1952, Section ror. 

A testator, who died in 1940, settled a landed 
estate on trust for the first defendant for life, with 
remainder in the events which happened to the 
second defendant for life. T'he first defendant had 
been in occupation of the estate and had farmed it. 
He carried out improvements within Section 73 
(1) (iv) of the Settled Land Act, 1925, and was 
` refunded the cost by the trustees out of capital. 

A summons was taken out by the trustees for the 
determination of the question whether in applying 
capital money in payment for an improvement 
authorized by the Act they were entitled to deduct 
out of the capital money a sum representing relief 
from income tax recoverable by the life-tenant 
pursuant to a maintenance claim. 

Held (reversing the judgment of Mr Justice Wynn- 
Parry), that the trustees were not so entitled. 


Associated Artists Ltd v. C.I.R. 


In the High Court of Justice (Chancery Division) 
May 8th, 1956 
(Before Mr Justice UPJOHN) 

Income tax – Exemption for charities - Company in- 
corporated to present classical, artistic, cultural and 
educational dramatic works — No income or assets to 
go by way of profit to members ~ Whether company 
existing for charitable purposes only — Income Tax Act, 
1952, Section 448 (1), (с). 

Тће memorandum of association of the appellant 
company contained objects (a) to present classical, 
artistic, cultural and educational dramatic works; 
(b) to foster the interest of the public in the dramatic 
art and in co-related arts; (c) to encourage the presenta- 
tion of new dramatic works and to afford facilities 
for training; (j) to co-operate with other organiza- 
tions with objects altogether similar to those of the 
company; (k) to establish and aid charitable associa- 
tions and to subscribe or guarantee money for 
charitable purposes connected with the company's 
objects or calculated to further them; (J to do all 
other things incidental to the attainment of any of " 
the company's objects or which the company might. 
think conducive to the attainment thereof. None of 
the income or assets* of the company could lawfully 
be applied by way of profit to the members. The com- 


pany was limited by guarantee. All the plays produced 
by the company had charitable purposes. 

Тће company claimed exemption from income 
tax, under Section 448 (1) (с) of the Income Tax 
Act, 1952, on the ground that its objects were ex- 
clusively charitable. The claim was rejected by the 
Inland Revenue, and the rejection was upheld by 
the Special Commissioners, who took the view that 
the adjectival words at (а) had to be read dis- 
junctively, and so read enabled the company to pre- 
sent plays that were not wholly educational, and 
therefore not wholly charitable. 

This contention was,also advanced in the appeal to 
the High Court, and it was argued that the presence 
of the word ‘artistic’ prevented that object from being 
exclusively charitable. It was also contended for the 
Inland Revenue that the object at (6) was too vague; 
that the object at (j) would enable the company to 
assist a non-charitable organization; and that the object 
at (I) made the company's purposes not exclusively 
charitable. 

Held, (1) that the adjectival words at (а) had to be 
read disjunctively, and that the presence of the word 
‘artistic’ made the object non-charitable; (2) that the 
objects at © and (c) were charitable as was also the 
object at (1); that the object at (/) would not by itself 
have rendered the company’s objects non-charitable; 
but that as the object at (2) was not an exclusively 
charitable one, the exemption from tax was not 
available. 


Marshall Richards Machine Co Ltd v. 
Jewitt 
In the High Court of Justice (Chancery Division) 
May 11th, 1956 
(Before Mr Justice Upyoun) 
Income tax — Trade — Deduction — Subsidiary company 
as agent ~ Commission — Minimum annual sum pay- 
able — Whether such sums deductible — Income Tax Act, 
1918, Schedule D, Cases I and II, Rule 3 (a). 

The appellant company formed a subsidiary com- 
pany in the United States for the purpose of promot- 
ing the sale of the appellant company's products 
there. The subsidiary was to act as the agent of the 
appellant, and was to receive a commission on goods 
sold by the appellant company to customers in the 
United States. ‘The appellant was to pay a minimum 
annual sum of 25,000 dollars towards the expenses of 
the subsidiary, and this sum was to be treated as a 
payment on account of commission. 

The subsidiary company obtained orders, but its 
commission in the years under appeal was much less 
than 25,000 dollars. ; 

dt was contended on behalf of the appellant that 


the sums paid by it to the subsidiary were deductible 
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as expenses of the appellant's trade. Тће Special 
Commissioners decided. that these payments were 
made to enable the subsidiary to meet its obligations, 
and were not made for the benefit of the appellant's 
business. 

Held, that the Special Commissioners’ decision 
was correct. 


Earl of Shrewsbury v. C.I.R. 
In the High Court of Justice (Chancery Division) 
May 16th, 1956 
(Before Mr Justice ҮліѕЕҮ) 

Estate duty — Settled landed estate — Estate non- 
alienable – Estate duty paid on death of previous 
tenant-in-tail - Termination of leases and increase of 
rents — Whether further estate duty payable — Succes- 
sion Duty Act, 1853, Section 2r -— Finance Act, 
1894, Section 5 (5). 

The twentieth Earl of Shrewsbury was tenant-in- 
аў of a landed estate. He died in 1921 and was 
succeeded as tenant-in-tail by the plaintiff. The 
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estate could not be alienated by either the twentieth 
Earl or the plaintiff, and therefore by Section 5 (5) 
of the Finance Act, 1894, the property passing on 
the death of the twentieth Earl was deemed to be 
the interest of his successor and had to be valued for 
estate duty in like manner as for succession duty. 

In 1936 estate duty was paid on the death of the 
twentieth Earl, and the value of the plaintiff's interest 
was taken to be the value of an annuity for the 
residue of the plaintiff's life based upon the rents as. 
at the death of the twentieth Earl. Subsequently ` 
some of the leases fell in, and the properties were 
re-let at higher rents. 

It was contended on behalf of the Inland Revenue 
that as each lease terminated further estate duty 
became payable in an amount equal to the difference 
between the value of the property in question after 
such determination and the value as at the death of 
the twentieth Earl. 

Held, that the claim for this additional estate duty 
failed. 


OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 
ANNUAL CHURCH SERVICE 


At the conclusion of the Council meeting last 
Wednesday (to be reported in next week's issue), the 
President and members of the Council were joined 
by other members of the Institute for the annual 
service held at midday at the church of St Margaret, 
Lothbury, EC2. The service, at which the congrega- 
tion numbered about 70, was conducted by the Rector, 
the Rev. A. John Drewett, M.A., B.SC., the lesson being 
read by the President of the Institute, Mr A. S. H. 
Dicker, M.B.E., F.C.A. A collection taken during the 
service for 'T'he Chartered Accountants! Benevolent 
Association amounted to £40 6s 6d. 


'The Sermon 


The Rector took as his text ‘And I was afraid, and 
went and hid thy talent in the earth; lo, there thou hast 
that is thine.’ (Matthew, xxv, 25). 

He welcomed the President, Council and members 
‘to their parish church’, and then continued: 

‘Many of the -parables through which Our Lord 
taught us the principles of the Kingdom of God are 
taken from the world of business and commerce. One 
of the most striking of these is the par&ble of the talents, 
which I would ask you to consider with me this 
morning. 

“You will remember the story. A man of substance 
is about to leave for a long journey. He calls together 
three of his servants and asks them tó invest some of 
his money that it may earn interest while he is away. 
To the first he gives £1,250, to the second £500 and 
to the third £250. Не then sets out on his journey. 
The first and second servants do as they were bidden 


amd invest to good effect, earning тоо per cent interest , 


on the capital. The third is a cautious fellow who* 
rather than risk losing the money, puts фатву in a 


safe place, thereby earning nothing at all. The day of 
reckoning inevitably comes. Тће first and second 
servants are commended, the third is severely dealt 
with. He had failed in his trust. What he had so care- 
fully preserved was taken from him and given to those 
who had much already. 

*It is not difficult to read the thoughts of the one- 
talent man. Не allows himself to dwell on the fact that 
his fellow-servants have been treated better than he 
has. This inequality of opportunity seems to him to be 
so unjust that he is determined in some way to have his 
revenge. But he is afraid of his master. He dare not 
embezzle the money. He will just put it away and 
return it intact when his master returns. This servant 
was not a rogue, he was not dishonest. He was a man 
with no initiative, with no courage, always playing 
for safety. And at the back of his mind there was always 
a feeling of inferiority, of grievance, because he had 
not been more fully equipped to face the hazards of life. 

‘Now the surprise of this story is the harshness 
with which his master treated this unenterprising 
servant. “Thou wicked and slothful servant, thou 
oughtest to have put my money to the exchangers and 


then at my coming I should have received mine own —-—~ 


with usury.” No mercy was shown him. Had he 
squandered the money in riotous living he could hardly 
have been more harshly treated. 


Three Principles 


X Would suggest that there are three principles 
illustrated in this parable which are as relevant to our 
« lives today as they were in the first century. They deal 
with the stuff of human nature and, are therefore time- 
less in their application. 
The first is the fundamental inequality of our 
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natural endowments. А great deal of nonsense is 
talked in these days. about equality. It is nonsense 
because it does not square with the facts of life. “AU 
pigs are equal, but some are more equal than others," 
says George Orwell in his brilliant satire “Animal 
Farm." Some men are born with five talents. They 
have the gift of leadership, of intellectual brilliance, 
of physical strength. Because they are comparatively 
rare, they stand out in any community and leave their 
mark upon history. Unhappily, they are not always 
good men. Тћеу may espouse bad causes or use their 
bs in a purely selfish way. Even so they leave their 
mark. | 

‘But the vast majority of us are ordinary folk. 
Someone has said that God must like ordinary people 
because he made so many of them. Nevertheless, 
ordinary folk, or one-talent men, may be divided into 
two groups. There are those who make the most of 
their talent and there are those who bury it in the 
ground. There are those whose attitude to life is 
positive, who are always seeking means of investing 
their talent; there are those whose attitude is negative, 
who contribute little or nothing to the. common good. 
'These are the people who play for safety, who are 
inhibited by fear, who never take risks but are jealous 
of the success of those who do. They think they should 
be treated as equals, should have the same rewards 
from life, as those who trade with their talents. Тћеу 
develop a sense of grievance against society and aim 
at getting as much out of life as they can without 
putting very much in. 


Life Means Taking Risks 
"Ihe second principle for our consideration is that 
life means taking risks. ЈЕ we wait for certainty we 
shall achieve nothing. The fact that the future is 
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unknown to us means that action always involves an 
element of risk. The parable does not suggest that 
we should behave rashly, but even this is preferable 
to doing nothing. Is it not a fact that we are all too 
security-minded in these days? If liberty was the 
clarion call of the 19th century, security is uppermost 
in many peoples’ minds today. For security, they are 


sometimes prepared to sacrifice liberty itself. The | 


demand for security is due to lack of faith, for it is 
faith in God, in ourselves and other people which 
makes us willing to take risks and to put our talents 
to fullest use. 

The Day of Reckoning 


‘The third point which this parable brings to our 
notice is that we are responsible beings who will have 
to account for the use of our talents. The day will 
come when the audit is opened. Have we used our gifts 
wisely and to the full? On that day there can be no 
shifting off of responsibility on to other people. We 
shall not be able to blame our heredity or environment 
for our failure to make the most of our opportunities 


and gifts. There are too many people today who, “ 


misled by a smattering of psychology, think that there 
is no longer such a thing as moral choice or free will. 
Such mistaken ideas cut at the very root of morality 
and lead directly to the “‘couldn’t care less” attitude 
which is poisoning much of our national life. 

‘Here then is the choice which life offers us all — five-, 
two- and one-talent men alike. We can either use such 
gifts as we have to the full, taking risks, living danger- 
ously; or we can neglect our opportunities and bury 
our talent in the ground. One day, if we do our best, 
we shall hear the words “Well done, good and faithful 
servant" —or will it be ‘Thou wicked and slothful 
servant"? The judgment is not predetermined, it 
is in our hands.’ 


LONDON COMPUTER GROUP 
FIRST CONVENTION OF NEW ASSOCIATION 


The first convention of the recently-formed London 
Computer Group was held last Wednesday at The 
Bonnington Hotel, Southampton Row, London, WCr, 
and was attended by about 150 out of more than 250 
current members, all with a common interest in the 
design or use of electronic computers. 

Most of those present were senior executives of 
leading manufacturing and business concerns – 
accountants, mathematicians, secretaries, scientists 
and others from industry, commerce, banking, insur- 

. ance, the professions, local authorities and Govern- 
ment departments. 

Guest speakers at the convention were Professor 
B. C. Lemke, PH.D., c.p.a., Professor of Accounting, 
Michigan State University, a member of the American 
Institute of Accountants, on ‘The effects of data- 
processing on accounting, and Mr G. J. Mils, 
Deputy Controller of J. Lyons & Co Ltd, on ‘Elee- 
tronics in the office’. ; 

A member of ће editorial committee of The 
Institute of Internal Auditors, Professor Lemke is at 

. e - 


present on sabbatical leave carrying out a research 


. project on the use and application of general purpose 


electronic computers for accounting and business in 
Great Britain and Europe. 

Mr Mills is well known for his association with 
Lyons’ electronic office (‘Leo’). He described some of 
the current work being done on the study of manage- 
ment control problems and other applications of 
computers as a tool for business. 


ME 
FORMATION OF THE GROUP 


'The London Computer Group was formed in April 
this yeat, in response to a wide demand for an associa- 
tion which would bring together, as- individuals, 
members of wifely different professional and business 
activities, but all with a common interest. in 
electronic computers, both in design and in applica- 
tion. Members do not officially represent their employ- 


• ers or professional organizations; these include many 


widely-known concerns and dover most recognized 
dnstitutes,*societies or associations with some interest 
in this field. 
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' Chairman and Committee 


Mr Dudley W. Hooper, M.A., A.C.A. (Chief Organizing: 


Accountant, National Coal- Board) was elected chair- 
man, and the committee includes: 

Mr T. B. Boss, B.A. (National Physical Laboratory, 
Teddington); Mr R. 6. Dowse, A.C.A. (Commercial Account- 
ant, J. Arthur Rank Organization); Mr H. W. Gearing, 
АОЛ, B.SC.(ECON.), y аы of Computer Division, 
Metal Box Co Ltd); Mr A. Geary, M.A., M.sC. (а оў 
Mathematics Department, Northampton Polytechnic); Mr К. 
H. W. Park (Mechanized Accounting Superintendent, B.E.A.); 
Mr J. E. L. Rotheroe (Comptroller's Department, London 
County Council); Miss J. D. Smith, в.с. (Assistant Systems 
Adviser, Esso Petroleum Ltd); Mr R. E. Stevens, A.A.C.C.A. 
(Group Manager, U.K. Internal Audit, Unilever Ltd). 

The joint honorary secretaries are Mr A. J. Bray, 
M.A., A.C.A., and Mr J. P. Hough, A.C.A., стол Coleman 
Street, London, EC2. 


Object of the Group 


‘The prime object of the group i$ to provide, through 
small study groups, the opportunity for individuals 
"with different professional interests to examine com- 
mon problems in computer use. For example, the 
developing concept of integrated data processing 
supposes complete understanding between, say, the 
production engineer, the accountant, the statistician 
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and the computer specialist, of each other's needs from 
a single processing of original data. . 

'The results of such reviews of problems i in specific 
fields carried out by thé study groups will be circulated 
so that a fund of experience may be available to all 
members. The first groups — td name only three of the 
fifteen groups so far planned — will cover the applica- 
tion of computers to production control; a study of 
input/output mechanisms and preparation of prime 
data; the impact of electronic data processing on 
management control and administrative organization. 


Expanding Membership 


With an expanding membership now past the 250 mark, 
brought together by personal contact, the group aims 
to encourage the spread of knowledge i in the computer 
field and to act as a focal point for the exchange of 
information. It is thought that understanding of an 
‘integrated’ approach can best be achieved by an 
organization providing facilities for.individuals each: 
with a specialized knowledge and interest to meet and 
discuss their common problems: accountant with 
engineer; scientist with manager; linguist with actuary. 

The group is pledged to identify itself with any 
national association of individuals that may be formed 
in the future with similar objects. 


NOTES AND NOTICES 


The Accountant 
Inpex то VoL. CXXXIV: ЈАМЏАВУ—ЈОМЕ 1956 


The general index to this volume — January-June 
1956, Vol. CX XXIV – is published with the present 
issue. The parts of this volume, with the index, can 
now be sent for binding. 


Personal 


Messrs Price МАТЕКНООЗЕ & Co, Chartered 
Accountants, of 3 Frederick’s Place, Old Jewry, 
London, EC2, announce the admission to partnership 
on Joly E 1956, of Mr A. B. Lucas, A.C.A, and 
MrM , A.C.A. They also announce, with 
regret, o retirement on June 30th, 1956, for health 
reasons, of Mr C. R. CULLING, Е.С.А. 

Messrs CARTER & Co, Chartered Accountants, of 


8 Greenfield Crescent, Edgbaston, Birmingham, 15, - 


announce that as from July ist, 1956, they have taken 
into, partnership Mr јонм STANLEY SAYER, A.C.A., 
and Mr REGINALD Harry WALL, A.C.A., both of 
bie have been members of theis staff for many 


"Meas Т. TURKETINE & Co, Chartered Account- 
ants, of Marlon House, 71-74 Mark Lane, London, 
EC2, announce that Mr ALLAN W. Н. ; 
,F.C.A4., has retired from the partnefihip. owipg to 
the pressure of other business, which he will continue 
to conduct from Marlon House. "They also announce 
that Mr Joun W. SAUNDERS, A.C.A., who has been 
agsociated with the firm for some years, has been 
admitted a partner. The style and address of the 
firm will remain unchanged. . 


remain unchanged. 


Messrs Sissons, PLATT & Co, Chartered Account- 
ante, of Mazda Buildings, Campo Lane, Sheffield, 
announce that as from July rst, 1956, they have taken 
into partnership Mr James D. SMITE, A.C.A., who has 
been associated with them for some time. 

Messrs HERBERT Quick & Co, Chartered Account- 
ants, of 778 Barking Road, London, Er3, regret to 
announce the death of their senior partner, Mr 
HERBERT COTTAM QUICK, Е.С.А., on June 18th. 

Messrs Brown & PiPER, Chartered Accountants, 
of 56 John Street, Sunderland, announce that as 
from July rst, 1956, they have admitted into partner- 
ship Mr I. D. NELSON, A.C.A., and Mr T. DITCHBURN, 
A.C.A. The style of the firm remains unchanged. 

Messrs Leman, Hit & Haron, Chartered 
Accountants, of 7 College Street, Nottingham, 
announce that they have taken into partnership 
Mr WILIAM ALAN RICHARDSON, A.C.A., who served 
under articles with them, and has continued ава 
member of their staff since qualifying in 1947. The 
style of the firm remains unchanged 

Messrs Dixon, WitsoN, TUBBS & GILLETT, Char- 
tered Accountants, of 24 Basinghall Street, London, 
EC2, announce that Mr W. E. JACQUES, M.C., A.C.A., 
who has been with the firm for thirty years, has been 
appointed a manager with effect from July rst, 1956. 

Messrs W. Lacon THRELFORD & Co, Chartered 
· Acqountants, of Liverpool House, 15-17 Eldon 
Street, London, EC2, announce that as from July 
at, 1956, they have taken into partnership Mr 
°7. W. Davies, A.C.A. who has been a member of 
their staff for some time. The style of the firm will 
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Messrs J. M. WYLLIE & Co, Chartered Account- 
ants, of 18 Muir Street and 125 Brandon Street, 
Motherwell, announce that as from July rst, 1956, 
Mr Tuomas BARRIE, C.A., who has been principal 
assistant since 1951, has been assumed as a partner. 
Тће name of the firm will remain unchanged. 

Messrs Harotp L. Moses & Co, Incorporated 
Accountants, announce that as from July and, 1956, 
they have removed their offices from 67 Baker Street, 
London, Wr, to 77 Blandford Street, London, Wr. 

Messrs T. H. Jackson & Bunrinc, Incorporated 
Accountants, of g Alma Square, Scarborough, and 
Talbot House, Baxtergate, Whitby, announce that 
Mr RONALD VAYRO, A.S.A.A., who has been managing 
clerk of the firm for some years, has been admitted 
into partnership as from July rst, 1956, and that 
Mr KENNETH EDWIN WADSWORTH, A.S.A.A., manager 
of the Whitby branch, has been admitted into partner- 
ship at that branch as from July rst, 1956. The style 
of the firm will remain unchanged 

Messrs HaswELL Bros., Incorporated Account- 
ants, of Chester and Wrexham, announce that they 
have admitted into partnership Mr WILLIAM MORGAN, 
A.S.A.A., who has been with the firm for a number of 
years. The name of the firm will remain unchanged. 


In Parliament 
INCOME Tax ` 


: Mrs McLaucuiin asked the Chancellor of the 
Exchequer to give an estimate of the amount of 
income tax payable by a single woman with earned 
income of {600 per annum; and what would be the 
combined income tax payable by a married couple 
without children if each had an annual earned income 
of £600. 

Mr H. MacMILLAaN: £81 rss and [129 155 ré- 
spectively. 

Mrs McLaucHr.IN asked the Chancellor of the 
Exchequer to give an estimate of the amount of 
income tax payable by a single woman with unearned 
income of £600 per annum; and what would be the 
combined income tax payable by a married couple, 
without children, if the wife had an unearned income 
of £600 per annum and the husband an earned 
income of {600 per annum. 

Mr H. MACMILLAN: £135 xot od and £291 6s 8d 
respectively. 

Hansard, June 26th, 1956. Written Answers. Col. 34. 


HIRE-PURCHASE COMPANIES ТАХ 


MR Roy ЈЕМКИЧЗ asked the Chancellor of the Ex- 
chequer how far it is now the practice of the Inland 
Revenue to direct that all hire-purchase companies 
should deduct tax from their payments of deposit 
interest; and whether he is satisfied that all sich 
companies are observing the rule. 

Mr H. Ввооке: In general in such cases tax js 
deductible from deposit interests. But this may not* 
apply where the interest is not annual interest, or 
where the concern carries on a banking business. 

* e 
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If tax is not deducted the concern is liable to make 
returns to the Inland Revenue under Section 29, 
Income Tax Act, 1952, of the interest so paid in 
excess of £15 to any person in any one year. If the 
hon. member has any particular case in mind, 


. I will be happy to consider it. 


Hansard, June 28th, 1956. Written Answers. Col. 60. 


INCOMES 


Mr Lewis asked the Chancellor of the Exchequer 
how much gross income a man, claiming a wife 
allowance, has to earn in a year to enable him to be 
left with £50,000 after payment of income tax at the 
present rate of taxation. 

Mr H. MACMILLAN: £621,456. 


Hansard, June 26th, 1956. Written Answers. Col. 35. 


For Students 
Practical Taxation Problem — IT: Answer 


Answer to Practical Taxation Problem — IT, which | 
appeared in ‘For Students’, in last week's issue: 


Mr Jones may make a claim under Sectione142, 341, or 
342, Income 'Tax Act, 1952. The various alternatives are 
given below: 


Claim under Section 142: 

1955-56 | 
The ‘statutory loss’ of business A. may be set against the 
‘statutory profit’ of business B. Accordingly, the assess- 
ment will be on à profit of £590 (preceding year basis) less 
£590 loss. 
The amount of the unrelieved loss (£860—£590=) £270 
is available for carry forward under Section 342. 

1956-67 
The unrelieved loss of £270 will be set against the 
assessment of £910 on business A., under Section 342, 
giving a net assessment of £640. 

Claim under Section 341: 

1954-55, 
A claim may be made against his statutory income for 
this year, which amounts to (2150 - £320+ Д 110 =) 580. 

1956-57 
‘The amount of the unrelieved loss (4,860— 2 580 ==) £280 
will be set against the assessment of Дото on business 
A. under Section 342, giving a net assessment of £630. 


Alternative claim under Section 341 

1954-55 
A claim for £580, as above. 

1955-56 
А further claim under Section 341 may be made for this 
year. The amount thereof will be the unrelieved loss of 
£280, which will be set against the earned income of. 
£590, arising from business В 


Claim under Sectidh 342 

1956-57 
The loss of £860 may be carried forward and set against 
the assessment of {910 on business A., giving a net 
assessment of £50. 


Nore. – If Mrs Jones had been possessed of any income in 
her ofn right for 1954-55, an election could have been 
made by Mr Jones to extend the claim under Section 341 
for that year to her income. In the event of Mrs Jones’ 
income being in excess of £280 and including both earned 
• and unearned income, the relief would have been given 

primarily against her earned incorhe. However, this woutd 
fiot disturbthe relief given to Mr Jones for that year of £110 
against his investment income. 
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'The Institute of Chartered Accountants 
in Ireland 


MEETING OF THE CoUNCIL 


A meeting of the Council of The Institute of Char- 
tered Accountants in Ireland was held in Belfast on 
Thursday, June 21st, 1956. 


Attendance 


The President, Mr Frank Cleland, was in the chair, and 
there were also present Messrs G. F. Klingner, Vice- 
President, H. E. A. Addy, John Bacon, G. A. Р. Bryan, 
Patrick Butler, G. E. Cameron, M. M. Connor, A. E. 
Dawson, James Graham, N. V. Hogan, R. E. McClure, 
H. T. Montgomery, R. P. F. Olden, H. У. Robinson, 
James Walker and D. McC. Watson, with Mr W. S. Or, 
Secretary, and Mr‘ Hugh Stevenson, Joint Honorary 
Secretary and Treasurer, in attendance. 

An apology for absence was submitted from Mr 


J. F. Dempsey. . 
Death 


The death on May 3oth, 1956, of Mr Cecil Watson 
Sheppard, a.c.a., Calcutta, was reported. 


Examinations, May 1956 


The reports of the examiners on the examinations 
held in May 1956 were submitted showing that in 
the Final examination 31 per cent of the candidates 
had been successful compared with 36 per cent at 
the previous examination; and that in the Inter- 
mediate examination 26 per cent had passed com- 
pared with 34 per cent in November 1955. 


Resu.ts OF May 1956 EXAMINATIONS 


The results of the examinations held in May 1956 
are as follows: 4 


FINAL 


First Place and the ‘Arthur Н. Muir’ Memorial Prize: 
Rawlins, John Clayton, 5.4. (Nairobi, Kenya). 


Second Place: Somers, James Patrick, B.a. (Dublin). 
Third Place: Garland, Roger Thomas (Dublin). 


Full list of names of successful candidates 
Gn alphabetical order) 

Barrett, Joseph Patrick (Carrigrohane, Co. Cork); Broek- 
hoven, Peter Arnold (Glenageary, Co. Dublin); Carton, 
Joseph Dermot (Dublin; D , Michael Francis 
(Dublin); Dunwoody, Finlay Cully (Belfast); Flynn, 
Richard Gerard (Bray, Co. Wicklow); *Garland, Roger 
Thomas (Dublin); Greening, Charles William Douglas 
(Cork) Kelly, Gerrard Bartholomew (Castlerea, Co. 
Roscommon); Kerr, David Andrews (Bangor, Co. Down); 
Lawther, Noel Alexander (Belfast); McGrath, Conor 
Patrick (Dublin); Magill, Thomas Patrick Hugh (Holywood, 
Co. Down); Nicholl, Peter. Hugh (Belfast); O’Connor, Art 
(Dublin); O'Neill William Arthur (Dublin; *Rawlins, 
John Clayton (Nairobi, Kenya); Robinsof, Edward James 
(Belfast); "Somers, James Patrick (Dublin; Tr&ynor, 
James Desmond (Dublin). 


20 candidates passed. 
45 candidates failed, of vo. 4 were deferred for re-examina- 
Ы tion in опе subject under bye-law гоб. 


* See also place list above. ` 
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INTERMEDIATE 
First Place and the *John Mackie’ Memorial Prize: O'Dwyer, 
^. Daniel Gerard (Dublin). 
Second Place: Henry, Michael (Dublin). 
Third Place: Spain, Alexander Jerome, в.сомм. (Dublin). 


Full list of names of successful candidates 
(in alphabetical order) 
Barfoot, Frederick George (Strabane, Co. Tyrone); 
Brennan, Brian Donal (Dublin); Brennan, Stephen Joseph 
(Dublin); Carthy, Francis Fenton Mary (Dublin); Crealey, 
Bernard Oliver (Portadown, Co. Armagh); Doorly, John 
Joseph (Roscommon); Gearty, Raymond Chrysostum 
(Dublin); Gomarsall, Derrick Arthur (South Harrow, 
Middlesex); Gunning, Peter Hayman (Dublin); *Henry, 
Michael (Dublin); Jordan, Arthur Stewart (Drogheda, Co, 
Louth); McComb, David Clifford Rodney (Belfast); 
Mollard, Robert Evans (Dublin); Murphy, David Ignatius 
(Dublin); *O’Dwyer, Daniel Gerard (Dublin); Sheehy, 
Padraig Carthage (Tralee, Co. Kerry); Shribman, David 
Elliott (Belfast); Slattery, William Joseph (Limerick); 
*Spain, Alexander Jerome (Dublin); Thompson, Alan 
(Belfast); Toney, Brian Fitzgerald (Belfast) 'T'winem, 
Geoffrey Saunders (Portadown, Co. Armagh); Wilson, 
Anthony Charles Babington (Dublin); Wilson, Ephraim 
Graham (Belfast). 
24 candidates passed. 67 candidates failed. 
* See also place list above. 


SUMMARY OF RESULTS 
Final Intermediate Total 


Candidates successful 20 24. 44. 
Candidates failed .. 45 67 112 
Candidates sat ye 65 91 156 





Management Accounting Conference 


The joint conference on management accounting 
arranged by the Birmingham and London district 
Societies of chartered accountants which was an- 
nounced in our issue of May sth, commenced at The 
Queen's College, Oxford, yesterday, July 6th, and 
continues until tomorrow evening. The president of 
the Institute, Mr А. S. H. Dicker, M.B.E., F.C.A., 
is attending the conference. 

In view of the heavy demand for places - many 
applications had to be refused – London and District 
Society are proposing to hold a further conference 
on this subject at Eastbourne from November 9th 
to 11th, 1956. Details wil be announced in due 
course. 


ANNOTATED TAX GASES 
Edited by Roy Borneman, ge 


Published each month. Reports of Income Tax, 
Surtax, Profits Tax, E.P. T., Death Duties and Stamp 
Duty Cases decided in the Courts of England and 


Scotland. Тће 2198 contain а lucid summary of 


the cases and a report of the judgments, together 
with explanatory notes on the decisions. 


. SUBSCRIPTION 30 /- PER ANNUM 
( post free) 


"СЕЕ & CO (PUBLISHERS) LTD 
27-28 BASINGHALL STREET, LONDON, ECz 
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Тће Institute of Internal Auditors 


| : Lonpon CHAPTER 

The report of the board of governors of the London 
Chapter of The Institute of Internal’ Auditors, 
presented at the eighth annual meeting of the Chapter 
held recently, records an active year during which 
there was a further encouraging growth in member- 
ship. There are now 84 members compared with 74 
at May 31st, 1955. 

Eight lecture meetings were held during the year ~ 
al at The Kingsley Hotel, ХУСт – апі were well 
attended. А successful day conference, followed by a 
dinner and social evening, was held in December, 
while other arrangements included a visit to inspect 
the electronic computer installed by T. Lyons & Co, 
at Cadby Hall, and a lecture course for members' 
assistants. 'lThis course consisted of five lectures 
dealing with various aspects of internal auditing and 
attracted an average attendance of twenty-seven. 

The following officers of the Chapter have been 
elected for 1956-57: ` 

President: Mr J. Prince, A.C.A., A.C.1.8. 

Vice-President: Mr J. О. Davies, F.C.A., A.C.W.A. 

Hon. Secretary: Mr J. Shannon, F.C.W.A., A.C.I.8., Vitamins 
Ltd, Upper Mall, London, W6. 

Hon. Assistant Secretary: Me P. A. Jeffery, a.c.a. 

Hon. Treasurer: Mr G. W. Moyse. 

Ар Messrs О. А. Mackinnon, c.4.; К. А. Reid, 
SAn C. Bedford, A.c.4; F. H. C. Funnell, A.C.A.; 
F. A. СЕ F.A.C.C.A., F.C.W.A., F.C.L8.; J. К. Robinson, 


A.C.A.; Т. W. Sly, A.8.4.4.; Е. A. Cropper, A.C.A. G. E. 
Hindshaw, and D. G. Jarvis. 


Appointment of Assistant Official Receiver 
The Board of Trade announce that Mr H. У. Kirkwood 
has been appointed an Assistant Official Receiver for the 
Bankruptcy District of the County Courts of Sheffield, 
Barnsley and Chesterfield. The appointment takes effect 
from July and, 1956. 
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Our Weekly Problem 


Answer то No. 125: Hircu-HIginc- 

Let x be the distance in miles walked by Roger before the 
car picked him up. Since the car travels’5 times as fast as 
he does it will have covered 5x miles by the time it’meets 
him, so it must have gone 3x miles towards Inverdethly 
before dropping Charles. 

'Therefore, Charles travels for 3x miles at 20 m.p.h. and 
(40—3x) miles at 4 m.p.h.; and Roger travels for x miles 
at 4 m.p.h. and (40— ) mide at 20 m.p.h. 
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et =e poss whence х==10 
Thus Charles takes 3° I4 hours, so they get their 
drink аёт p.m. 20 + 


Another problem will appear in next week's issue. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or JULY дтн, 1881 
Leading article entitled 
HALF A"YEAR'S FAILURES 


In noticing the statistics of failures during the first. 


half of the present year, we beg to present our 
acknowledgments. to the compiler for having, in 
response to a suggestion made some time ago in these 
columns, drawn a distinction betweerf so-called 
accountants and those who are really members. of the 
profession. During the year 1880, 34 "'accountants" 
failed; and during the six months ending June, 1881, 
there were 8 failures under the same category; 
not one, says Mr Seyd, in a footnote referring to these 
figures, being a member of any Institute of Accountants. 
We beg to call the special attention of a well-known 
legal contemporary, who has occasionally written of 
defaulting trustees in terms which would lead to the 
conclusion that they were almost necessarily recog- 
nised accountants—to this published statement of an 
impartial statistician. 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS OF SCOTLAND 
Results of Examinations held in May 1956 
FINAL EXAMINATION 


(Second Division) 
As a result of the examination held on May 14th, 15th, 16th, 17th and 18th, 1956, the 


undermentioned 111 candidates passed the Second Division of the Institute's Final 


examination. Their names appear in alphabetical order and are followed by the 

names of the firms of the masters to whom they were indentured or assigned, an 

asterisk indicating a candidate who qualified for the Institüte's Final examination 
certificate and a dagger a candidate who passed with distinction. 


* Allan, J. R. RR А. Ritson & Co), Aberdeen. 

*Allan, J (McClelland, Ker & Co), Glasgow. 
Shain D J. (Wm. Home Cook & toy), inburgh. 
*Auid, T. C . (Mann, Judd, Gordon & Co), Glasgow. 


*Banks, N. S. (Wardhaugh & McVean), Glasgow. • 
*Birrell, D. R. (T. Hunter Thomson), Dunfermline. 

Bremner, ^5 D. (J. R. Flockhart & роц Aberdeen. • 
*Brown, G. а Smart & Annan), Edinburgh. * 
*Brown, к. = allace & Somerville), Edinburgh. 

*Brownlie, G. (Rattray Brothers, Alexander & France), Glasgow. 
*Byng, J. G. ( rahams, Rintoul, Hay, Bell & Co), London. 


*Dick, 


Campbell E. M. (J. Douglas Henderson & Co), Edinburgh. 
Campbell, nl W. M. (Parker, Lawson & Stevenson); ae 

S. воћа M. Geoghegan & Co), E 

зош D. C. (Miller, Meine & Gellatly), Du Dundee. 

*Cook, D. (Parlane McFarlane lasgow. 

*Cornock, D. M. (Peacock & 5), сјае Glasgow. 

* Crawford, J. AUS yllie Guild & Ballantine), Glasgow. 

*Cumming, А. K. B. (Thomson McLintock & Co), Glasgow. 


* Darling, R. D. (E. W. Brown), Edinburgh. е 
. A*(Ki ton, Goff & Harvey), ~ OW. 
* Douglas, J (Kerr, MacLeod & Macfarlan), Glasgow. 


July 7th, 1956. 


A 


July 7th, 1956 


"Duthie, А, Н. (Jas. А. Је 


& Co), Aberdeen. 
*Duthie, G. М. (Thomson 


cLintock & Co), Glasgow. 
"Ewart, N. M. (Russ, Ferguson & MacLennan), Glasgow. - 


*Fairley, Р. L. (Peat, Marwick, Mitchell & Co), Glasgow. 
*Fergus, J. С. (Mann, Judd, Gordon & Co), Glasgow. 
*Fleming, W. (Hourston, Macfarlane & Co), Glasgow. 
*Fortune, D. M. (Graham, Smart & Annan,) Edinburgh. 

* Foster, i . D. (Moores, Carson & Watson), London. = 
*Fraser, A. (McClelland, Ker & Co), Glasgow. 


"Gillespie, I. D. (Finnie, Ross, Welch & Co), London. 
* Gordon, J. G. (MacLean, Gardner & Aiton), Glasgow. 
*Gorrie, А. D. M. (Whitson, Wells & Co), Edinburgh. 
*Gourdie, D. H. (John Thorburn Jun. & Co), Glasgow. 
"Grant, K. M. (McClelland, Ker & Co), Glasgow. 


(DM A. (Peat, Marwick, Mitchell & Co), London. . 

4 , А. Н. (Cole-Hamilton & Dunley), Glasgow. 

“Hancock, Miss P. M. рае & Aitchison), Edinburgh. 
Harvey, Miss M. C. (David Strathie & Co) Glasgow. 

"Henderson, W. S. (Mackay, Irons & Со), Dundee. 

"Hodgson, D. E. (Ferguson & Vost), Glasgow. 


*Johnston, J. А. (Arthur Walker), Edinburgh. 


*Kennedy, W. B. (Rattray Brothers, Alexander & France), 
gow. 
*Kirkwood, W. H. M. (Thomson McLintock & Co), Glasgow. 
• 


Laing, А. O. (Howden & Molleson), Edinburgh. 
*Lamond, J. M. (Moody Stuart & Robertson), Dundee. 
*Leveridge, B. E. (Jackson, Taylor, Abernethy & Co), London. 
bai ende A. B. (Rattray Brothers, Alexander & France), 
OW. Р 
"Готе, J. 5. С. (McIntyre & Rae), Dundee. 
*Lymburn, T. S. (Davies, Lochhead & Co), Glasgow. 


*Macadam, А. I. (Mitchell & Smith), Glasgow. 
*McAllister, І. F. (Peat, Marwick, Mitchell & Co), Glasgow. 
*MacConnell, F. J. (Biggar, May & Co), Glasgow. 
*McDiarmid, B. (Kidston, Goff & Harvey), Glasgow. 
*Macdonald, D. (Davies, Lochhead & Co), Glasgow. 
*Macfarlane, H. R. (John E. Watson & Co), Glasgow. 
McIntosh, J. (Peacock & Hear), Glasgow. 
*MacKenzie, R. T. W. (David Strathie & Co), Glasgow. 
*Mackenzie, W. А. (W. D. Johnston & Carmichael), Elgin. 
*Mackie, R. G. (R. C. Thomson & Murdoch), Dundee. А 
Mackinnon, А. L. (David Strathie & Со), Glasgow. 
*MacLeod, F. M. (McClelland, Ker & Co), Glasgow. 
*Mann, I. А. D. (Reid & Mair), Glasgow: 
*Markson, J. F. (Chas. Leigh Brown & Son), Glasgow. 
3 acfarlane & Co), Glasgow. 
*Marshall, I. А, (Thomson McLintock & Co), Glasgow. 
"Marshall, W. C. (S. Easton Simmers & Co), Glasgow. 
*Meikle, Miss А. M. (Gourlay & Deas), Glasgow. 
*Meiklejohn, J. G. (William Duncan & Co), Glasgow. 
Millar, А. D. (Davies, Lochhead & Co), Glasgow. 
t*Morison, A. M. C. (Thomson McLintock & Со), London. 


*Nicol, R. M. (James Meston & Co), Aberdeen. 
Niven, J. (Arthur D. Savage & Co), West Kilbride. 


*O'Brien, J. J. (Leo Higney), Glasgow. ` 
*O'Brien, P. (Miller, McIntyre & Gellatly), Dundee. 


Park, I. L. (Fleming & Black), Glasgow. ° 

*Paterson, J. (Thomson, Jackson, Gourlay & Taylor), Glasgow. 
*Paton, Н. C. (Stewart Gilmour), Ayr. 

*Philip, А. А: В. (J. R. Flockhart & Grant), Aberdeen. 
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*Quinn, L. S. (Neil, Fullarton & Co), Glasgow. 


*Reynolds, C. D. (Thomson McLintock & Co), London, 
«Кіе, К. S. (Moores, Carson & Watson), Glasgow. 
*Ritchie, C. W. S. (Hourston, Macfarlane & Co), Glasgow. 
*Roberts, M. T. (Davidson & Workman), Glasgow. 
*Robertson, J. S. (Galbraith, McEwan & Co), Ayr. 
*Robertson, R. B. (J. & R. Morison & Co), Perth. 
*Ronald, T. I. (Peacock & Henry), Glasgow. 

*Ross, A. J. (Thomson McLintock & Co), Glasgow. 


*Sassoon, H. M. (Thomson McLintock & Co), London. 
*Scholes, A. J. B. (A. S. Carson & Trotter), Dumfries. 
*Scott, C. M. John E. Watson & Co), Glasgow. 
*Scott, D. A. (A. Galloway Brown), Aberdeen. 
*Shuker, R. H. (McClelland, Ker & Co), Glasgow. 
*Skinner, D. L. (Brown, Fleming & Murray), Glasgow. 

Smith, R. G. (J. M. Kerr & Lindsay), Greenock. 
*Smith, S. С. (Martin, Currie & Co), Edinburgh. 
*Souden, Miss J. (Howden & Molleson), Edinburgh. 
*Spence, ]. С. (Peacock & Henry), Glasgow. 


suh J. W. (Robert G. Morton &-Son), Edinburgh. 
*Taylor, C. T homson McLintock & Co), London. 
*Taylor, С. H. (Mann, Judd, Gordon & Co), Glasgow. 
*Taylor, T. P. C. (Thomson McLintock & Co), Glasgow. 
*'Thain, D. J. C. (McFarlane, Hutton & Patrick), Glasgow. 
*Tottenham, M. L. (Brown, Fleming & Murray), London. 


* Watson, I. D. (Peat, Marwick, Mitchell & Co), London. 
*Whillis, S. C. (Todd & Gordon), Glasgow. 

*Wilson, A. P. B. (Charles Burrows & Co), Edinburgh. 
*Wilson, C. S. (Geo. T. Clunie & Scott), Edinburgh. 
*Wilson, D. | . (McClelland, Ker & Со), London. . 
* Wilson, J. (Kerr, MacLeod & Macfarlan), Glasgow. 


TRUST ACCOUNTING PAPER 
The following two candidates passed the Trust . 


· Accounting Paper; the asterisk indicates that the 


candidate qualified for the Institute's Final exami- 
nation certificate. 


Allan, H. J. (Mitchell & Smith), Glasgow. 
*Campbell, J. M. (Downes & Stewart), Glasgow. 


SERVICE CANDIDATES. 
The undernoted 11 Service candidates were awarded 
passes in some papers but did not complete the 
examination. 


Aitkenhead, T. (Thomson McLintock & Co), Glasgow. 
Black, J. D. L. (A. & C. M. Davidson Smith), Edinburgh. 
Cran, J. McL. (Aikman & Glen), Glasgow. 


Harman, S. B. (Morton Clark & Co), O ington, ' 
Hendy, W. (Turner McLachlan & Milian, inburgh. 


Lyon, H. C. (McIntyre & Rae), Dundee. 


‘Tait, S. M. (Boyack, Whitelaw & Aitchison), Edinburgh. 
Taylor, E. C. (Anderson & Ritchie), Glasgow. 


Williamson, J. С. (F. A. Ritson & Co), Elgin. 
Wooster, D. C. (Thomson McLintock & Co), London. 
Wyllie, I. L. (J. M. Wyllie & Co), Hamilton. 






Telephone: Victoria 2002 (3 lines) 


28 THE ACCOUNTANT 


INTERMEDIATE EXAMINATION 


- (Second Division) 


As a result of the examination held on May 17th and 18th, 1956, the undermentioned 

126 candidates passed the Second Division of the Institute's Intermediate exami- 

nation; their names appear in alphabetical order and are followed by the names of 
the firms of the masters to whom they were indentured or assigned. 


H. Howden & Molleson), Edinburgh: 
ylie & Bisset), Glasg 

ех a Chicas & Tait) ‘5 edinburgh. 

C. (T. Lawrence Grant), G 

Armstrong, L. M. (John M. Geoghegan ЛЕ Со), Edinburgh. 


Baillie, A. S. (Chrystal McIntyre & Co), Glasgow. 

Bain, R. G. (Thomson McLintock & o), Glasgow. 

Ballantine, R. K. S. (Davidson, Downie & McGown), Glasgow. 
Вие, Е. П. (бео А. Touche & Co), London. 

Baxendine, S Њу J. Dobbie & Co), Edinburgh. 
Bayfield, E. E. “ee elland Ker & Co), London 

Beattie, А. Mac 8. (Fleming & Ва), герен 

Berrie, J. D. (W. M. Berrie 

Beveridge, D. S. MS Bon & Gray), Edinburgh. 
Birch, R. Е, (John Ms Geoghegan & Co), Edinburgh. 
Birnie, W. G. D. eston & Co), Aberdeen. 
Bolton, І. МеР. ( ims “MacLeod & Marfarlan), Glasgow. 
Brodie, A. G. Gibson, Anderson & Co), Glasgow. 


Brooke, E. J. N. (Smedley, Rule & Co). London. 
Brown, 1. D. B. (Geddes, Beaton & Co), Edinburgh. 
Brown, J: Jw ie Guild & Ballantine), Glasgow. 
Burns, I. m. Home Cook & Coy), Edinburgh. 
Campbell, A.I G. (Kidston Goff & Harvey), Glasgow. 
Cam; pbell, Mis s F . (George A. Touche & Co}, London. 
C J. R. W. di medley, Rule & Co), Lon on. 
Conde ] J. R. Weir & Wait & Co) London. 
Clark, AC. 


Aikman & књ Aberdeen. 
Connel, A. A Re &E. Scott), Edinburgh. 

Cowan, TM A rw Fleming & Murray), Glasgow. 
Crosbie, D. S. (А. S. Carson & Trotter), ies. 


Davidson, а; W. А. Wighton & VE E din bunEhe 
Dempster, I. S. (Cotton, Son & Macniven 

Dobbie, A. D Graham, Smart & Annan y Edinburgh. 
Douglas, A. E. M. (Charles Burrows & 2 burgh. 
Duncan, A. F. (Wm. Home Cook & Co 
Duncan, J. (J. Harley Hepburn & Co), 


Falconer, I. Te (Williamson & Dunn), Aberdeen. 
armer, E. J. (Peacock & Henry), G 
Fenwick, W. H. F. (Kerr, Мас & Mactarlan), Glasgow, 


Ford, J. р. N. (Naim, Bowes & Craig), DAN 

F C. W. (Howden & Molleson), Edin 

Fraser, I M. (John E. Watson & Co), ре 
Fraser, J. M. (Charles Burrows & Co), CNET 


Gamble, C, E. (Wilson, Stirling & Co 
Gilchrist, А. K. Peacock & Henry), oon 


h. 
Gray, Miis E. J. (A. G. McBain & Co), Glasgow. 
Greaves, C, W. (Moores, Carson & Watson), London. 
Greenberg, Y дЕ D. Greenhill & Co), Glasgo 
Greenhill, D. S. (Kidston, Goff & Harvey), Glasgow. 

ackay, Irons & Co), Dundee. 

Gyte, T. err, MacLeod & Macfarlan), Glasgow. 
Hades 


D. (McLay, McAlister & CCS Glasgow. 
s, J. C. (McClelland, Ker & Co), London. 
Hepburn, n (Graham, Smart & Annan), Edinburgh. 
Hinds, A. J. A. (Jennings & Co), London, 

Hunter, J. R. K. (Wallace & Somerville), Edinburgh. 


ack, R. С. K. (Geddes, Beaton & Co), Edinburgh. 
ackson, A. F. (R. & E. Scott), Edinburgh. 
arvis, W. O. D. (A. & C. M. Davidson Smith), Edinburgh. 


Johnston, D. Y. (Maxtone Graham & Sime), Edinburgh. 


Kennedy, J. S s & R. Morison & Co), Р 

Kenward; J t, Marwick, MEE & Co), London. 
P. Campbell), Edinburgh. 

Kilgour J. F3 Lib. & Murray), Glasgow. 

Knowles, J. S. D. (James Milne & Co), Aberdeen. 


Laing, Miss M. C. W. (W. A. Findlay & Co), Dundee. 
Love, J. A. (MacMillan & Copland), Glasgow. 


MacFadyen, E. F. (He ck, Whitelaw & Aitchison), Pdinburgh: 
McGhee, A. O. (Jo uder & Co) Glagow. 
McGread, J. J. (А. G. McBain & Co), Glas 


McKenzie, H, I. McL, (Nelson, Gilmour, Scot & Co), Glasgow. 


Mackenzie, I . C. (Geddes, Beaton & Co), Edinburg! 
Mackenzie, I D. (A. & C. M. Davidson Smith), "Ein burgh. 


Macpherson, A. N. J. (Họ 
Mawer, G. A. (Nairn, Bowes & Craig, 
Moore, P. (Brechin, os dicia eo T: 
Moore, R.. 0 W. & R. N. Oswald), burg 
Morrice, I. G. (James Milne & Co), Aberdeen. 

Munro, W. O. (T. Hunter Thomson & Co), Edinburgh. 
Murray, А. G. homson McLintock & Co), Glasgow. 


Nicol, J. R. (Andrew J. Dobbie & Со), Edinburgha 
O'Neill, C. P. (Peacock & Henry), Glasgow. 


Paterson, J. V. (J. Douglas Henderson & Co), Edinburgh. 
Paton, ју . (Kerr, Macleod & Macfarlan) с пене 
Priest, M. L. (С. K. Johnston & Smillie), Edinburg 
Pringle, R. W. (W. B. Pringle & Watt), üde 
Pyper, R. J. (Smedley, Rule & Co), London. 


Qureshi, 5, A. (Parker, Vicary & Co), London. 


Reeve, А. J. (Carter, Greig & Coy), London. 
Richardson, IN B. (Thomson McLintock & Co), Glasgow. 


Riddell, E. А . (Romanes & ccn E. Edinburgh. 
Ritchie, A. A. (William A. Finlayson), Perth. 
Ritchie, L (Thomson McLintock & Co), Glasgow. 


Roberts, N. P. (G. K. Johnston & Smillie), Edinburgh; 
Robertson, J. B. (Henderson & Lo e 

(Carter, Greig & con ding 
Rutherford, D M. C. (Thomson EARS, Co), London, 


pur R C. (Wilson, Stirling & Со); Pern sik 
P B. (Richard Brown & Co), сараар. 

Su M (J. W. & R, N. Oswald), Edinburg 

Smart, J. E. (Moores, Carson & Watson), Glasgow. 


Smith, T. A. J. (J. & R. Morison & Co), Perth. 
Tait, 6. p (Munro & Jackson), Edinburg h. 


Taylor, I s ЈА B. (Brown, Fleming & Murray), London. 
Topping, T. . Niven & Co), "Piinbureh: 

TOS Т Rawlins & Co), London. JE 
Turnb ull, X: (Henderson & Loggie), Dundee. 


Varney, A. F. (Rowand & Co), London, 


Waddell, d = Meu McLintock & Co), G. 

Walker, D. ck, Whitelaw & Aitchison), Eo burgh. 

Warburg. De M. (Вора (Dunn, Wylie & Co), London. 

Weir, I. 5. (Thomson, Jackson, Gourlay & Taylor), Glasgow. 

Williams, A. E. (C. S. Denham & Co), London. 

Wilson, G. Wilson, Currie & Donaldson), Gla: 

Wilson, Т. K. (W. A. Wighton & Crawford), Edinburgh. 

Wilson, W. M. (Рама Strathie & Co), Glasgow. 

Wright, J. G. (Howden, & Molleson), Edinburgh. 
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CLASSIFICATION 
OF ACCOUNTS 


Advantages of a Coding System 


HE problem of how to classify human knowledge has long 
attracted the attention of philosophers and scholars. 
ARISTOTLE, for example, divided all learning into two 
sections: the theoretical, embracing mathematics, physics and 
metaphysics; and the practical, comprising law, politics, economics 
and creative art. Many variations of this classification have since 
been evolved but none has differed from it fundamentally. Two 
thousand years of history and experience, however, have added 
considerably to the sum total of human knowledge, both in 
breadth and depth, and the question which confronts the philo- 
sophers and scholars of today is the more technical one of storage 
space – how to maintain a comprehensive classification for the 
world's ever-growing and ever-changing accumulation of learning. 
Classification is usually on a subjective basis, that is to say, the 
items or units (which may be anything from physical objects to 
abstract ideas) are arranged into classes or groups of a like nature. 
The required characteristics of each group depend on the purpose 
for which the classification is made. А bag of mixed fruit, to take 
a simple example, might be arranged for selling purposes into 
apples, pears, peaches and so on. If the contents of the bag were 
for private consumption, however, the first exercise might be to 
separate the good and the bad fruit, irrespective of kind. 
Classification is generally aided by some method of symboliza- . 
tion which means giving an identifying mark to each group and, 
usually, to each item in each group. The symbols employed vary 
from pictures, colours and designs to letters, numbers and 
combinations of letters and numbers. Instances in the first 
category are the ideographic characters of the Chinese and ancient 
Egyptian alphabets, the white railway ticket which indicates 
at a glance to the collector that the holder is travelling first 
class, and the graceful hieroglyphics of musical notation. The 
use of letters as symbols is typified in the five Schedules A to E of 
the Income Tax Acts, and of a combination of letters and 
numbers in the registration of motor vehicles. For many reasons, 
numbers by themselves are generally more suitable as symbols 


e than any of the other alternatives or combinations mentioned 


above. They are logical, non-ambiguous, universally understood, 
easy to put in order, capable of being extended to infinity and 
indicate the relative position of various items in a group by simple 
addition or subtraction. Finally, they lend themselves admirably 
to "codificatibn — the name given to the practice and act of 
using symbols to facilitate thg transmission of information. 


~ 
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In a study of outstanding interest – the second. 
of a series of occasional papers currently being 
issued by The Institute of Cost and Works Ac- 
countants — Dn J. M. S. RISK, B.COM., PH.D., C.A., 
F.C.W.A., A.C.I.8., reviews the evolution and modern 


significance of classification and codification and ` 


considers their potentialities with special reference 


to the design and preparation of financial state- . 


ments.1 He suggests that an accounts code should 
be constructed with five objectives in mind – to 
accelerate the coding of documents, to. assist 
in--revealing coding errors, to speed up the 
production of periodic statements, to facilitate 
the book-keeping and arithmetical routines and 
to make quicker and easier the abstracting of 
expenditure. The code, as he describes it, should 
have four major groups. The first and largest 


would comprise all expense accounts including . 


such items as materials, wages, rent, depreciation 
and interest. The second group would consist of 
sales: and. other income accounts, the third of 
assets and the fourth of liabilities, share capital 
accounts and reserves. Тһе type of code he 


recommends is ‘a three-digit progressive decimal: 


code’ which should be adequate for almost any 
business, покон large. The oration might 
then be: : 


Expense accounts: 


Primary expenses .. 000—599 
Composite expenses . 600-649 
Cost transfers у 650—699 . 
Sales etc. 700—799. 
Assets . 800-899 
- Liabilities etc. 900—999 


The sub-division rer for primary expense 
accounts is: 


Direct materials 000—099 
Direct labour ' 100-199 
. , Indirect labour 200—299 
. Indirect materials .. 300-399 
General expenses – Group i- 400—499 
General expenses – Group II 500—599 


The first four of these are АС 
Group I of the general expense accounts would 
include variable overheads and Group II the 


fixed and' semi-fixed overheads. Composite ex-: 


penses, next referred to in the main analysis 
above, would consist of such items as repairs, 
research and publicity to which both labour and 


materials may be debited. The cost transfers e 


HERCLE а 
1 The Classification and Coding of Accounts. (The Institute 
- of Cost and Works Accountants. Distributed by Gee & Co 
(Publishers) Ltd. 7s 6d net.) се 
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section would contain accounts like transport and 
power, the totals of which would be diri and 
transferred to the appropriate cost centres. 

This necessarily brief outline by no means 

indicates the extent of the thought and planning 
necessary to build up a thoroughly workable 
code. In separate chapters, Dr Risk ‘explains 
the nature and significance of cost centres, the 
time-saving potentialities of mnemonics to be 
considered when designing the code and the 
importance of having a comprehensive manual 
containing a full set of definitions and a description 
and specimen forms of the financial accounts for 
which the records are expected to provide the 
neccesary information. © 

: Finally, in three appendices dealing with the 
form: of accounting statements, Dr Risk makes 
some provocative comments on’ the practice, 


Ьу no means uncommon, of producing financial 


accounts which are a mixture of the subjective 
and the objective. In these instances, an attempt 
is made to allocate costs between manufacture, 
distribution and usually administration, but a 
residue of items, such as national insurance and 
pension contributions, are not allocated. He 
maintains that the realization by accountants that 
the integration of cost and financial accounts 
should be absolute would do much to improve 
the general standard of presentation, He puts 
forward the plea that financial accounts should be 
prepared in the subjective form and that cost 
accounts should be functional, or objective, in 
design. In his view, the records of a company 


- should be so classified and coded as to produce а 


set of accounts on a functional basis with a brief 
statement, prepared on objective lines, arriving 
at the same net profit. ; 

Throughout this long paper, the author 
easily holds the reader's attention despite the 


complexity of the subject. He might perhaps 


have avoided repeating a number. of definitions, 
and a more explicit ‘explanation of the link-up 
between the various expense accounts and the 
cost centres would be helpful, particularly to 
students with go practical experience of classifi- 
catiorf and coding – but these are minor criticisms 
of an exercise of considerable merit. The ideas · 
Dr Risk elaborates are not wholly new but. he 
carries them a stage further towards the ideal of a 
standard form of financial accounts, easily under- 
. stood and” universally accepted. 


е • 
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WHEN IS AN ASSESSMENT DETERMINED? 


NE of the more recondite branches of 

income tax law is concerned with the 

precise effect of the existence of an assess- 
ment where the time-limit for appeal has not 
expired or where an appeal has been made but 
has not been heard. Curiously enough the point 
cropped up in a rating appeal last month when 
an illuminating judgment was delivered by 
Donovan, J., in B.P. Refinery (Kent) Ltd v. 
Kent River Board (The Estates Gazette, Vol. 
CLXVII, page 669). 

The Land Drainage Act, 1930, provides by 
Section 24 that a drainage board may make a 
drainage rate (Section 24 (4)) and that the rate 
shall be based on the annual values of the heredita- 
ments in its area. Section 29 defines ‘annual value’ 
as meaning the gross annual value as determined 
for the purposes of income tax under Schedule A 
of the Income Tax Act, 1918, as amended by any 
subsequent enactment. Where land is not 
assessed under Schedule A the drainage board 
may determine the annual value. The board may 
require the surveyor of taxes to furnish copies of 
the annual values for the time pene in force in 
his district. 

In the case cited the company was constructing 
an oil refinery on the Isle of Grain, in Kent, in 
four phases. Phase one was ‘completed in the 
year ended April 5th, 1954, and phases two and 
three іп the two years ended April sth, 1955, 
respectively. The Schedule A gross annual value 
so far as phase one was concerned, in 1954, was 
£148,588. Part of the refinery lay in the Kent 
River Board district and the value apportioned to 
that district for drainage rate purposes was 
£62,700. 

On March 23rd, 1955, the Additional Com- 
missioners of Income Тах signed and allowed an 
assessment on the premises, thcluding phases 
one, two and three, in the sum of £1,140,004 
gross. On April 7th, 1955, the Inspector of Taxes 
notified the board of this. Three weeks later the 
board gave the company notice that they had 
apportioned £703,150 of this new annual value 
to the part of the premises lying in the board’s 
area. At this stage the company had not heard of* 
the new Schedule A assessment. It did not receive 
notice of that assessment until May ттећ; and it 


appealed on May 166 to the General Commis- 
sioners. That appeal was not yet determined. 
On June 24th, 1955, the board treated the 
annual value as determined at the increased 
amount, and- levied a гаје accordingly. On 
July 4th the company appealed to Quarter 
Sessions against the rate, on the grounds that ` 
the Schedule A assessment for the purposes of 
the rate was still at the old figure. The board 


~ argued that the annual value was determined 


when the Additional Commissioners signed and 
allowed the new assessment. А case was stated 
for the opinion of the Divisional Court, when 
the company's contention was upheld. 

Giving the judgment of the Court (Goppanp,. 
L.C.J., Окмевор and Donovan, JJ.) Donovan, 
J. said thatit was true that there was no provision 
expressly deferring liability to pay Schedule A 
tax until the conclusion of an appeal. But one 
would hardly expect it. If, in any dispute with 
the Revenue, the taxpayer had always to assume 
that he was. wrong and the Revenue right, and 
must, therefore, pay up, until the contrary was. 
proved, one could expect that situation to be 
reflected in some express enactment, rather than 
the reverse. Тћеге was no such express enactment. 
The taxpayer and the Revenue had lived together 
now for about a century and a half under the 
impression that except where expressly enacted 
otherwise, tax which was in dispute became 
payable only when the dispute was resolved in 
the Revenue's favour by a decision of, the Appeal 
Commissioners. 

The assessment was ‘determined’ when the 
time limit for appealing had expired without any 
appeal being lodged, or, if there was an appeal, 
when that appeal was decided by the General 
Commissioners. In the present case it could not be 
said that the annual value had been determined 


for the purpose of Schedule A. The case must 7 


go back to Quarter Sessions to be dealt with in 
the basis of the Court's opinion. To the extent ' 
to which the rate was based on the new 
assessment, the rate was invalid. 

. The decision is a welcome one. It is still true 
that in most income tax appeals the onus is upon 
the taxpayer, but at least he i$ under no liability 
until his appeal | has been heard. 
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F RIENDLY SOCIETIES IN TRANSITION 


by R. W. MOON,.B.LITT., A.C.A. 


HE character of friendly societies has been 

transformed, almost imperceptibly over 

the years, by social changes which have 
caused their original functions to become either 
obsolete or superfluous. ЈЕ is as though the sub- 
stratum of friendly societies had been eroded by 
the advent of the Welfare State. Financially, they 
go from strength to strength with diminished 
usefulness to the community. 

The present unsatisfactory position of these 
societies has been met, however, by new legisla- 
tion – the Friendly Societies Act, 1955 — which 
opens the door to new opportunities for their 
activities. It remains to be seen whether friendly 
societies are able to take on a new lease of life 
under the new Act and cope as well with modern 
social conditions and problems as the ‘old style’ 
friendly societies. 

Meanwhile, it may be useful to recall the 
origin and purposes of friendly societies and 
endeavour to trace the succession of events 
which have led to the dwindling interest and 
support given to these once lively bodies. 


Origins 
The friendly society system as it now exists 
really dates from the beginning of the eighteenth 
century and later on these bodies gained recog- 


nition under Sir George Rose's Act of 1793.. 


Aid was given to пеў societies in the form of 
safeguards as to management and supervision; 
ultimately, in 1795, this Act was extended to the 
then existing societies. 

In this way working men often found it 
convenient and, indeed, advantageous to band 
themselves together in groups for mutual aid. 
By so doing, self-respecting men helped each 
other over periods of sickness and misfortune 
without having recourse to charity or the 
dreaded Poor Law. | 

The existing law governing registered friendly 


could be established under the Acts of 1896 to 
1948 may be briefly ‘stated as follows: 


(a) the relief or maintenance of members and 
certain near relatives during sickness or other 
infirmity, whether bodily or mental, in old age, 
or in widowhood, and for the relief or mainten- 
ance of the orphan children of members during 
minority; 

(b) insuring money to ђе paid on the birth of a 
member’s child or on the death of a member, or, 
with regard to persons of the Jewish persuasion, 
for the payment of a sum of money for the 
period of confined mourning; 


(c) the relief or maintenance of members when on 
travel in search of employment, or when in 
distressed circumstances, in the case of ship- 
wreck, or in the case of loss of or damage to 
boats or nets; 


(d) the endowment of members or nominees of 
members at any age; 


(e) the insurance against fire to any amount not 
exceeding {15 of e tools or implements of the 
trade or calling of the members; 


(f) guaranteeing the performance of their duties 
by officers and servants of the society or any 
branch thereof; 


(g) insuring money to be paid to a member on the 
death of the member's husband or wife, or on 
the duration for a specified period of the life 
of the member's husband or wife, with or 
without provision for the payment of money 
in the event of his or her death before the end 
of the period; 


(5) insuring money to be paid to a member on the 


death of his parents, step-parents or grand- 
parents. 


'These purposes are to be provided for by the 
voluntary subscriptions of the society's members. 
Judging from their objects clauses, registered 
Societies were primarily concerned with the 
administration df sickness benefit and with life 


societies 18 based, however, on the Friendly assurance. The relief of members in sickness, for 
Societies Act, 1896, as amended from time to instance, may take the form of periodic cash 
. time, and most of these early schools of thrift payments or the provision of medical attendance, 
were duly registered in order to take advantage of or a combinatfén of both, or facilities for con- 
many important privileges conferred upon valescence (including the establishment of homes 
friendly societies formally registered under that for this purpose). Death benefits have always 
Act (not the least of which is exemption from , been another strong feature of friendly societies’ 
income tax). . "activities but in recent years this side of their 

Objects work has* lost ground to the life assurance 
The purposes for which a friendly society section. * 
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Classes of Societies 
Apart from a few societies formed for special 
purposes, particularly bodies known as collecting 
friendly societies, which, although registered 
under the Act of 1896, are also governed by the 
Industrial Assurance Act, 1923, the real strength 
of the movement falls into two main classes: 

(1) Unitary societies, which may be either local or 
nation-wide, operating as single financial units 
commonly referred to as centralized societies 
because all the activities and the funds and 
effects of such a society are controlled by one 
central body. Leading exponents of this type 
of society are the National Deposit Friendly 
Society, the Hearts of Oak Benefit Society, and 
the Teachers’ Provident Society; and 

(2) the orders and. societies with branches in which 
each ‘tent’ or ‘lodge’ is financially separate for 
many purposes but is federated with others on a 
national footing for mutual support. Within 
‘this category are to be found such well-known 
societies as the Independent Order of Odd 
Fellows (Manchester Unity), the Ancient 
Order of Foresters and the Independent Order 
of Rechabites (Salford Unity). 


Changing Needs of Society 
These excursions into self-government and self- 
improvement by working men were so successful 
that the principles and practice in the adminis- 
tration of sickness benefit initiated by them 
became the model for the National Health 
Insurance Scheme of 1911. Indeed, one may 
view this experiment in State social insurance as 
imposing compulsory membership of a friendly 
society upon a considerable section of the working 
population of those days, since the societies were 
included among the so-called ‘approved societies’ 
which acted as agents of the State in administering 
the payment of National Insurance sickness 
benefit to their own members (in addition to the 
appropriate ‘society’ range of benefits). 

This ‘joint venture’ between the societies and 
the State lasted until 1948, when the National 
Insurance Scheme was introduced and the 
services of these external administrative units 
were no longer employed. At that juncture, 
friendly societies reverted to their original status 
of voluntary institutions. 

Thus, one finds that the membership of 
friendly societies reached its peak before the 
Second World War'and has since fallen Back to 
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members. Yet juvenile membership is the source 
upon which the movement must depend for its 
continuity, strength and expansion. It is also 
noticeable that the orders and societies with 
branches have lost ground heavily to the unitary 
Societies. Evidently this is due to the fact that 
provision for sickness is still the real mainspring 
of the orders and branches, whereas many. 
unitary societies have functioned from the outset 
as clubs for personal saving and petty life 
assurance as distinct from dealing exclusively 
with sickness benefit. In this direction, too, it 
appears that the societies are singularly ill- 
equipped to compete with specialized business 
organizations offering skilled and efficient service, 
of a similar kind, certainly at no greater cost. 


New Legislation 
In the face of declining membership and the 
adverse situation outlined above, a private 
member's measure was introduced by Sir 
Herbert Butcher in the last Parliament, though it 
subsequently became one of the casualties of the 
dissolution. Nevertheless, the present Act was 
founded on this private member's measure, 
since the Government took it over, with the mem- 
ber's goodwill, and made certain improvements. 

In broad outline, the Friendly Societies Act, 
1955, aims at removing certain legal obstacles 
which have hampered societies registered under 
the Act of 1896, and also extends the field of 
activity open to such societies. 

Thus, a registered society or branch (other 
than a benevolent society or branch) may, 
subject to its rules, lend surplus funds to any 
other class of society or branch. For instance, 
any society would now be able to take part in 
financing and controlling a working men's club 
or an old people's home, or several societies 
could combine for that purpose. 

The 1955 Act also permits a registered friendly 
society to invest surplus funds in the share or 
loan capital of a housing association. 

The purposes for which a friendly society may 
be registered have also been expanded so as to 
embrace the payment of marriage endowments - · 
and unemployment benefits to members. Hither- 
to, societies have only been able to assist members 
when they were 'on travel in search of employ- 
ment' whereas they may now consider relief or 
maintenance of members when out of employ- 


about the same level as in rgro (just short of ement ~a much wider context than before. 


five million) in spite of an increase in population. 
in the interval. It is particularly noticeable here* 
that the recruitment of young people has failed 


to match the normal wastage of*the older 


. Finally, among the minor features of the Act 
may be mentioned the amount (200 instead of 
£100) which a member can now dispose of at 
death by nomination. 

• 
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NORTH AMERICAN COMMENTARY-LXXI 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(Canada), 
Professor of. Accounting, McGill University, Montreal 


The Journal of Accountancy, 
March and April 


Accountants and Economics 
ICE-PRESIDENT JOHN HASKELL, 
\ j - of the New York Stock Exchange, is said 
to have emphasized as a specific weakness 
in the United States educational system the 
appalling ignorance of its citizens about econ- 
описа. The editorial appeals to the accounting 
profession as particularly well equipped to assist 
educators by spreading the economic gospel to 
clients, staffs, neighbours and friends. 


Long-form and Short-form Reports 


In the so-called long-form report, as distinct 


from the standard short-form 'opinion', Mr Saul 
Levy, C.P.A., LL.D., sees a dangerous lag in the 
effort to conform with present-day concepts of 


legal responsibility. He quotes the State Street 


Trust! Co case as evidence of the danger 
of issuing to management a detailed long-form 
report of later date than an earlier short-form 
issued to credit grantors. For hindsight may 
seem to support a contention that material facts 
known to the accountant were deliberately or 
recklessly omitted from the earlier report. 

Again, the short-form report has been so care- 
fully worded, says Mr Saul, as to make it clear 
that the only factual representation relates to the 


scope of thé examination, all else being the- 


expression of "professional opinion as to fairness 
of. presentation. But in the long-form report 
there are usually numerous comments, and it is 
often not quite clear whether they are to be con- 
strued as factual representations, or as footnotes 
which are an integral part of the financial state- 
ments about which the opinion is given. If they” 
are factual the accountant would seem likely, 
as in the Ultramares case, to be regarded as a 
guarantor of their truth. Mr Saul therefore urges 
further study of this matter to make it quite 
clear that in both long- and short-form reports 
the same sort of professional opinion is expressed, 
the difference being one of detail. 
Auditing Machine Records 

Mr Paul E. Hamman, c.p.a., doubts whether 
modern electronic devices will require us to 


change our audit techniques, though the auditor 
will have to know something about the machines 
and how they operate, ‘if only to dissipate fear 
of the unknown’. He does not think that many 
original supporting documents will be eliminated 
by these machines, for some time at any rate, but 
he says that if and when they are, it will be 


‘important to devise new means of providing 


internal control. The.one essential is that proper 
supervision, control and procedures shall be 
maintained as regards input and output informa- 
tion. The auditors will need to understand the 
basic plan of data processing but not all the 
mechanical and electronic details. Е 


Texas Insurance Company Audits 
The Texas Board of Insurance Commissioners 
is reported as having asked the Texas Society of 
Certified Public Accountants to mobilize its . 
members for an immediate examination of the 
1,400 insurance companies chartered in Texas. 
The cause is a series of insurance company 
scandals involving millions of dollars. Тће 
chairman of the board has said that if any com- 
pany elects not to make its records available. for 
examination, its licence to sell insurance will be 
immediately suspended and the Board's regular 
examiners will be. sent into the firm within 
forty-eight hours to make a thorough audit. ` 
Where there are only 2,500 members, the prob- 
lem of immediately auditing 1,400 companies is 
a major one, when added to existing obligations. 
A special booklet has been prepared to acquaint ^ 
auditors with the special procedures required. 


Liability for Negligence in Government 
Audits 

In a recent case, Baltimore Federal Credit Union 
v. U.S., the Covernment was charged with 
negligence for failure of credit union examiners 
to discover a shortage of nearly $400,000. The 
judge held that, standards applicable in audits by 
certified public accountants could not be ex- 
. pected in Government audits. 


Accountants found Negligent 


“The Appellate Court of Illinois, First Divisions 
iif Cereal By-products Co v. Roy Hall, ў. Leonard 
, Penny, et ar, has reversed a trial court decision: 
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and found a firm of certified public accountants 
negligent for failure to detect defalcations during 
an audit. The judge said that at the request of 
the embezzler, the auditors failed to confirm 
twenty-nine accounts receivable totalling $28,964 
in 1947. The defence was that during the pre- 
ceding four years, the book-keeper-embezzler had 
been present when the president had asked the 
auditors not to confirm with the debtors them- 
selves certain accounts specified by him, though 
he had not made this request in 1947. It was also 
argued by the defence, without much apparent 
relevance, that the embezzler had become a 
stockholder. The verdict was that acceptance 
from the book-keeper, without the knowledge 
of the president or any other officer, of a list of 
accounts not to be confirnled, was inexcusable 
negligence for which defendants were liable. 


'The Audit of the Future 


In the present-day audit, Mr A. Carl Tietjen, 
C.P.A., of Messrs Price Waterhouse & Co, New 
York, sees costly junior time spent in routine 
checking as diminishing in economic value. He 
would substitute instead the time of more 
experienced accountants spent on review work 
with the use of sound professional judgment. 
For routine checking of detail he would use the 
established technique of rotation. Thus a detailed 
cash audit would take place only every second or 
third year, work on cash in the interim years 
being in the nature of a review of client's records 
and interrogation of employees to determine 
that the usual methods have been followed. 
Audits would be planned several years in advance 
to balance work and time. Mr Tietjen points 
out that this would enable work to be spread 
throughout the year, alleviating the peak season 
problem. 


The Controller, New York, 
March 

Pooled Investment Trusts 
'The Continental Illinois National Bank and 
Trust Co of Chicago has established a trust to 
permit the pooling for investment of the funds 
of qualified pension and profit-sharing trusts. 
Two funds are created, one «о вре invested in 
equity type securities and the other ine fixed 
income type securities. 


Pension Funds 
À study by the Securities and Exchange Сога- 


mission on non-insured pension and profit- 
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sharing retirement plans of all U.S. corpora- 
tions, other than banks, insurance companies 
and railroads, is reported as revealing total assets 
in pension funds of $11.2 billion at the close 
of 1954 — an increase of 75 per cent over I95I. 
According to the Farmers' Insurance Group, 
U.S. pension funds are now over $17 billion 
in value and increasing by about $2.5 million 
yearly. 


The Canadian Chartered Accountant, Toronto, 
March and April 

Joint Tax Recommendations by Accountants 

and Lawyers 

In the editorial, Mr Henry F. White, Q.c., tells 
of the practice by which practising accountants 
and lawyers have in Canada, for fifteen years, 
combined their recommendations for amend- 
ments to the taxing statutes. In their annual 
joint brief, The Canadian Institute of Chartered 
Accountants and The Canadian Bar Association 
avoid matters involving major principles of taxa- 
tion, leaving these to The Canadian Tax Founda- 
tion which also represents the two bodies. That 
their recommendations are effective is evidenced 
by the fact that, according to Mr White, more 
than 50 per cent have been given effect, over the 
years, in ensuing legislation. 


Declining Use of the Term *Earned Surplus' 
Miss Gertrude Mulcahy, B.A., С.А., of the 
Research Department of The Canadian Institute 
of Chartered Accountants, reports that a com- 
parison of current analyses with those of the 
1949 financial statements shows that the use of 
the term 'Earned surplus' for the balance of 
appropriation account has decreased from 80 per 
cent in 1949 to 69:1 per cent in 1954. More 
descriptive phrases such as ‘Earnings retained 
for use in the business', 'Income employed in 
the business', and *Retained earnings' were used 
in 17:4 per cent of the 1954 balance sheets as 
against 3 per cent in 1949. 


Social Accounting 
Some study of the national accounts deserves a 
place in accounting instruction, says Professor 
J. E. Smyth, of Queen's University. He thinks it 
should be an additional topic for consideration 
in one of the more senior years as an extension, 
efor example, of the technique of consolidated 
accounts of holding and subsidiary companies. 
* The philosophy of accounting as now taught is 
dominated, he says, by the outlook of the single 


firm and the individual business man. 
. 
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COSTING OF INFORMATION SERVICES — I 


by Dr J. M. S. RISK, B.Com., 


Ph.D., C.A., F.C.W.A., A.C.LS. 


Group Controller of Accounts, The Brush Group Ltd 


GENERAL SCOPE 

T is always a privilege to be asked to speak to 

the members of one’s own professional body, but 

it is a double honour and responsibility to be 
invited to speak to the members of an association 
whose members are highly qualified and experienced 
in an entirely different field from that of the speaker. 

The conference has been dis- 
cussing information services and 
the purpose of this paper is to 
attempt to show how one may 
approach the problem of measur- 
ing the cost of such services. 

In the first place, it is desirable 
to, describe what is meant by 
costing and then to consider how 
cost accounting methods can be 
applied within the field of infor- 
mation services. 


INATURE OF COST 
Definitions 
In general, cost is a relationship 
‘between expense and output but 
the latter may represent some 
service such as transport or as 
in this case the provision of 
information in a variety of forms. 
It is customary in accountancy 
to refer to ‘cost units’ and these 
are often physical units such as 
tons of coal, gallons of beer or 
miles run, tons carried and so 
on. Thus we refer to the cost per 
ton of coal raised. ‘Cost’ is therefore a ratio: 
Expense 

Output or work done 

Let us examine what we mean by expense. To my 
mind, it is not the same as expenditure, which may 
be taken as equivalent to cash paid out in a given 
period. Expense, on the other hand, may be incurred 
during a period, but not paid for till much later. For 
example, when you turn on your gas cooker to cook 
the Sunday lunch, you are incurring expense, 
although you do not pay for it immediately. Indeed, 
if it is the day after the gas man has been to read the 
meter, it may be four months before you will have 
received and paid the next quarterly bill. Neverthe- 
less, you have used up scarce resources in achieving 
your object and this expense forms part of the cost 
of providing lunch. 


=Cost per unit of output. 


——————LKLS Ф 
"The first part of a paper delivered to the annual conference 
of the Association of Special Libraries and Informatior» 
Bureaux on June 3rd, 1956, Mr B. Agard Evans, M.sc., Chief 
Librarian, Ministry of Works Library, was in the chair. 
"The paper will be reproduced in the November 1956 issue 


of Aslib Proceedings. Я 





Verity Press Features, London 


Dr J. M. 


In this case we have incurred expense some time 
before the true cash expenditure. In other cases the 
expenditure will be incurred before the period or 
periods to which the expense is allocated. 

For instance, the shelving and other equipment 
in a library will last for many years, so it is reasonable 
to spread the initial expenditure over a period of 
years and to charge each year 
only with a portion of the 
expenditure. For example, if 
£500 is spent initially on steel 
shelving expected to have a life 
of not less than 20 years, then 
thé expense per annum is £25. 
For simplicity, we may omit at 
this stage interest on the capital 
tied up in the shelving. 

Accordingly, when we try to 
measure the cost of à service, 
we are concerned not only with 
part or all of the expenditure in 
the given period, but also to 
some extent with part of the 
cash disbursements in future 
periods (e.g. gas or electricity 
bills) and with part of the ex- 
penditure in previous periods 
(e.g. a charge for the use of 
office machinery and equipment.) 

As mentioned above, cost is a 
relationship between expense and 
output. Sometimes confusion 
arises between the cost of the 
S. Risk service in question and the 
incidence of that service. For example, the expense of 
snow clearing in a given town can be expressed as so 
much per ratepayer or per head of population of 
the town, but this indicates only the incidence of the 
expense and would vary fortuitously according to 
the number of ratepayers. On the other hand the 
expense of the service can be related to the estimated 
amount of snow cleared (and it can be estimated) or 
to the area cleared. 

Similarly, the incidence per ratepayer of the ex- 
pense of education is a different type of figure from 
the cost of school accommodation or teaching per child. 

So the expense per ratepayer for public libraries 
does not necessarily form a useful guide in consider- 
ing the efficiency of different libraries, even if they 
were similar in @cale and provided similar services. 

e 


Facets of Cost 
Accountancy is largely a question of definition, 
classification and measurement. The principal facets, 
using the word in a general sense, by which expense 
neay be classified аге: by nature; by function; and by 
product or service. 
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Classification by Nature | 
One may arrange expenses according to the nature 
of the payment, e.g., wages, salaries, national in- 
surance, rent, rates, depreciation and so on. То an 
increasing extent, this method has been referred to 
in recent years as a subjective classification of ex- 
pense. It is usually easy to classify expense in this 
matter and more will be said about this method later. 


Classification by Function 


When expenses are arranged according to the various 
activities in a business it is said to be a functional 
classification, although also referred to as an objective 
classification as opposed to the subjective method 
previously mentioned. The functional classification 
could have as one of the items the information 
service. Other functional headings include manu- 
facture (sub-divided by departments), buying, 
distribution (also sub-divided), selling, administration, 
research and development- any of these headings 
being sub-divided as appropriate. 

Wheregs in information work an item may be cross- 
referenced in a variety of ways, for. book-keeping 
purposes an item can be classified only in one way 
at one time, if the books are to remain in balance. 
This is not yet generally appreciated in the account- 
ancy world, and the attempt to divide expense by 
more than one characteristic at a time results in 
frequent examples of cross-division in accounting 
statements, with a resulting uncertainty in meaning. 
It is unfortunate that the principles of classification 
are not yet included in the curriculum of any of the 
senior accountancy bodies. 

The distinction between classification by nature 
and by function can be illustrated by the table at the 
top of the next column. 

In business affairs, it is usual to classify expense 
mainly by function and, then to sub-divide the total 
of each function on a subjective basis, that is, accord- 
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ANALYSIS OF EXPENSE .. 
(1) ' Nature: ААВ,С,П,... . - 
(2) Function: I, II, HI, IV,.... 


Department or Function 
Type of ||- - 
` Expense | I | IT | IIE} ТУ | V Jete. Total 


Ера 


etc. 


Total . 1} 2743 Grand . 
. . Total 


show the total of each 
type of expense (sub- 
jective classification). 
.. show the total of each 
kind of function (ob- 
jective classification). 


The cross totals, a, bj c, . .. 


Vertical totals, І, 2, 3, . 


` ing to the nature of each expense: materials, salaries, 


rent, etc. d 
Classification by Product 
In addition to classification by nature'and by function, 
expense may also be classified according to the pro- 
duct on which it is expended. The term ‘product’ is 
assumed to include a service, such as public transport, 
where the service is used by the firm's customers 
who рау a charge therefor. On tlie other hand; ап 
internal information service comes under the heading 
of classification by function. i FM 5н 
Expense allocated to products is usually, arranged 
in three main headings, these being: direct wages; 
direct materials; and overhead expense. While there’ 


TOTAL EXPENSE 





Nature | : Function Product 
Materials.. En .. x | Manufacture sub-divided Product A | 
: by departments, and Direct Materials x 
Wages... Rehr Hui x then by nature sts x š Wages > .. х 
"s : с Overhead expense .. x 
Salaries _ x,| Distribution likewise .. x ar — x 
Rent x Selling "Product В 
likewise x likewise Зи d x 
Rates х Б 
Í Administration Product С 
‘Depreciation .. Tn x likewise | х likewise ET et x 
Р j А | 
etc. etc. .. m ne x Research and dévelopment . etc. .. 25 - x 
: likewise eek " x 
TOTAL i .. £100 : > £100 TS . £100 
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is not often great difficulty in finding the correct 
expense to charge as direct wages and materials, the 
collection of overheads and their allocation to pro- 
ducts gives rise to numerous problems, which for- 
tunately do not need consideration in this paper. It 
is, however, the case, that once expense has been 
classified by function, the cost of-certain functions 
wil then be re-allocated over the products served 
by these functions. 

The principal methods of classifying expense may 
now be illustrated by the chart at the foot of page 37. 


Secondary Subjective Classification 


Sometimes, the total of certain kinds of expense may 
be wanted. For example, there may be clerks working 
in departmental offices relating to manufacture, to 
research and development and so on. It may be 
required to find the total cost of clerical services in 
the business. . 

Again, one may wish to find the total of all fuel 
costs, including wages of stokers; or the total cost of 
all transport, internal and external. 

This type of classification is selective. 


APPLICATION TO INFORMATION 
SERVICES 


Measuring Total Cost 


Information departments vary substantially in size, 
from one person (possibly part-time) to as many as 
forty 

It would therefore be difficult, if not unwise, to 
attempt to specify any one system which would be 
suitable in all cases. Nevertheless, it will usually be 
practicable and useful to provide a simple statement 
under subjective headings to show the total expense 
each year. This might be arranged as follows: 


Payments to or for staff 
This heading would include any bonus ог. со- 
partnership payments, as well as national insurance 
and pension fund payments by the company. 
Charges for materials 
This heading would be sub-divided to show sepa- 
rately the expense on books; on periodicals; on 
reports. These form what may be called the ‘direct 
material’ of the information service. 

Indirect materials such as stationery and consum- 
able office supplies would also be sub-divided under 
the heading of materials. 


Outside services not elsewhere classified 


There is a wide variety of services received from 
outside sources, and those relative to an information 
service may include charges for telephones, postages, 
personal services received by the staff when са 
on the company's business, repair work done fo, 
furniture and equipment, charges for binding 
periodicals and so on. 


1 ‘Putting Knowledge to Work’, 


The Financial Times, 
February 7th, 1956. 
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Payments for information and knowledge 

Even an information department may itself require 
to seek information from outside sources, perhaps 
from Aslib. Professional subscriptions paid on behalf 
of staff who have the right thereby to use certain 
libraries could come under this heading; but journals 
received in connection with membership of a pro- 
fessional body may follow the staff aspect and come 
under heading ‘Payments to or for staff’. 


External payments for protection, continuity and 
development 

As ds a business in general, this heading would 
incl de contributions to trade associations, audit 
fees, insurance premiums, legal charges, advertising 
and all forms of publicity. Presumably the library 
stock is insured against fire and theft. . 


Charges for the use of facilities 

The expenditure on providing accommodation, 
equipment and machinery is properly charged over 
the useful life of each type of asset, but there may 
also be payments for the hire of office equipment, 
according to circumstances. 


Charges for interest on capital invested in books and 
equipment 

For the purchase of book-stock and equipment it is 
essential to have the use of purchasing power, and a 
charge for interest on the outstanding cost of book- 


-stock etc. should be included when finding the total 


cost of the service. : 

These main headings will probably cover all the 
items of expense incurred in providing an infor- 
mation service, although, of course, there will be 
many individual items, the names of which have not 
been mentioned. 

'The total of all the headings should show the cost 
of providing the service for a given period, and this 
should be of some value for comparison from year 
to year, or in relation to budgeted expense for the 
given period. 

The total expense divided by the average number 
of staff employed throughout the period will give the 
average expense per person (irrespective of category), 
while if the service 18 for a research department, a 
similar ratio per member of the research staff can be 
worked out. Alternatively, one may relate the total 
expense of the department to the total cost of the 
goods sold during she year, or to the total sales value, 
in cases where the information service is part of a 
trading company. 

None of these ratios represents a 'cost' because 
they do not relate expense to output or work done. 
Moreover, the average expense per member of the 
information staff can be misleading, certainly as 
between two different libraries and also as between 
different periods for the same service. Such ratios 
Should therefore be used with caution, 


^ (To be concluded.) 
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WEEKLY NOTES 


Changes in the Council of the Institute 


The resignation of three members of the Council of 
The Institute of Chartered Accountants in England 
and Wales were received at the meeting of the Council 
held on July 4th. (A report of the proceedings 
appears elsewhere in this issue.) 

The resigning members are Sir Nicholas Water- 
house, K.B.E., M.A., F.C.A., President of the Institute 
from 1928-29, Mr S. W. Cornwell, F.c.a., and 
Mr Р. M. Rees, M.C., F.C.A. 

Sir Nicholas Waterhouse, who has been well known 
to the profession for very many years, was admitted 
an Associate of the Institute in 1903 and elected to 
Fellowship in 1911. He was elected to the Council in 
October 1915 and became Vice-President in 1927 
and President in the following year. A member of 
the District Societies Committee — of which he was 
at one time chairman - and of the Disciplinary 
Committee, he had also been a member of the 
Examination, Parliamentary and Law, and General 
Purposes Committees, and a member of numerous 
subcommittees. He received his knighthood іп 1920. 

Mr S. W. Cornwell was admitted an Associate in 
190g and elected a Fellow in 1925. He has been а 
member of many committees and subcommittees since 
his election to the Council in October 1934. He was 
chairman of the District Societies Committee from 
1944-47 and from 1954-56 was chairman of the 
General Purposes Committee. 

Mr P. M. Rees, who was admitted an Associate in 
1905 and elected a Fellow in 1912, was elected to thé 
Council in November 1944. He has been a member 
of the Examination, General Purposes and Disciplin- 
ary Committees, and Vice-Chairman of the Articled 
Clerks Subcommittee. He has also served on the Taxa- 
tion and Research Committee and a large number of 
subcommittees. 


More Finance Bill Changes 


A number of further amendments were made to the 
Finance Bill on Tuesday and Wednesday, when the 
Bill was considered: in Committee on re-committal. 
The new relief from income tax of interest under 
£15 from trustee savings banks was extended to 
interest from deposits in seamen's savings banks 
maintained under the Merchant Shipping Act, 1894, 
and also to interest from savingsebanks established 
under local Acts where conditions similar to those 
obtaining in trustee savings banks apply. 

- The immunity of persons domiciled abroad who 
work in the United Kingdom for overseas employers, 
originally threatened by the Bill, has now been 
restored. The period during which the old ‘mills, 
factories' allowance may be claimed has been extended 
for another three years. 


. The Government, promise to increase the maxi-° 


mum allowable premiums in connection wish 


pension schemes for the self-employed was duly 


implemented. A new clause introduces a far-reaching 
change in stamp duty law. It will be open to banks to 
pay composition for the 2d stamp duty on cheques, 
thus saving them from having large sums tied up in 
the form of cheque stamps, and, of course, saving the 
trouble of stamping each separate cheque form. 
We hope to deal with some of the changes in a 

leading article in our next issue. i 


Deposit Interest: Basis of Assessment 


Does a deposit account constitute a single ‘source’ 
of income for tax purposes, or does each individual 
sum deposited constitute a separate source? Normally 
the question is of little material importance, taking 
one year with another. However, where a taxpayer 
makes a single deposit of £2 million in an existing 
account, the time comes to decide the point one way 
or another. It has now been held that each new 
deposit is a separate source (Hart v. Sangster) (The . 
Times, July 4th, 1956). 

For several years before 1951, Mr Sangster had a 
deposit account with his bank. In the first quarter 
of 1951, down to March 16th, the credit balance was 
£20,496. The next day he paid in £2 million by 
cheque, and on March зоб he withdrew £250,000. 
Interest, calculated on a day-to-day basis, was ` 
credited on June 20th and December 20th in each 
year and itself began to earn interest once it was 
credited. The Special Commissioners, 'on appeal, 
reduced the Case ПІ assessments as follows: 

Original 
о Reduced to 


1951—52 7,037 53 
1952-53 ee 29,371 7,032 

Although it is not clear from the report, it appears 
that the Commissioners decided on appeal that the 
assessments for the years 1951-52 and 1952-53 
should be based in each case on the amount credited 
in the immediately preceding year. It follows from 
their decision that if-the account was maintained 
the assessment for 1953-54 would be based on 
£29,371 or thereabouts, so that in the end the aggre- 
gate amounts assessed would approximate-to the 
aggregate amounts credited. However, it was possibly 
of considerable importance, for surtax or other 
reasons, which particular assessment years had the 
high assessments. If the deposit of £2 million repre- 
sented a new or additional source of income within 
the meaning of Section 21 of the Finance Act, 1951 
(now Section 131 of the Income Tax Act, 1952), 
then the ‘commencing provisions’ would apply, with 
the result that the higher assessments would occur 


“one year earlier, as set out above. The taxpayer was 


concerned to show that the commencing provisions 
did not apply, ie. that there was no additional 
source. However, Vaisey, J., held that the source of 
the additional interest was not the running deposit 


40 
account as a whole, but the contract created by ће. 


deposit of the 22 million. He accordingly restored 
fhe origina assessments. 


"Endowment Policy a asa | Professional Receipt | 


The decision in Temperley (H.M. Inspector of Taxes) 
v. Smith (The Times, July 4th, 1956) extends the 
scope of income tax in relation to professional or 
business receipts of an unusual kind. The taxpayer 
was for many years a member of the medical staff of 
a voluntary hospital which paid premiums on two 
policies on his life, on the understanding that if the 
hospital were nationalized the policies would become 
' his. In addition it paid him sums which he duly 
included in.his taxable professional receipts. He was 
given a new contract of service as from the end of 
1946 and thereafter paid the premiums himself. Тће 
policies were assigned to him in May 1948. Vaisey, J., 
held that the surrender value of the policies con- 
stituted’ a professional receipt, by analogy with the 
series of Schedule E decisions in relation to voluntary 
payments, im particular Herbert v. McQuade ([1902] 
2 2 К. B. 631). 


Revocable Foreign Settlement 


The High Court decision. against the taxpayer in 
С.Р. v. Countess of Kenmare (34 A.T.C. 176), 
reported in our issue of July 2nd, 1955, has been 
unanimously affirmed by the Court of Appeal (The 
Times, July 3rd, 1956). 
^In 1947, Lady Kenmare settled some £700,000 
worth of investments by a deed executed in Bermuda 
and expressed (о Бе governed by Bermudan law. At 
all material times neither the settlor nor any of the 
trustees was resident or ordinarily resident in the 
United Kingdom. ‘The trustees had unfettered dis- 
cretion to pay all or a part of the income to the settlor 
and subject thereto they were to hold the fund on 
her death for her children, all of whom were of age 
when the settlement was made. The settlement also 
gave the trustees power to declare that up to £60,000 
of the fund in any period of three years should 
belong to the settlor absolutely, in which case the 
trusts concerning the {£60,000 were forthwith to 
determine. ' 
ТЕ was held that the settlement was a revocable 
_ settlement within Section 38 (2) of the Finance 
Act, 1938 (now Section 404 (2) of the Income Tax 
Act, 1952). It was also held that such part of the 
income of the settled fund as arose in the United 
Kingdom was assessable to surtax on the settlor, 
notwithstanding the fact that it arose toa foreign 
trust. - 


А Taxi-Driver" s Profits 
The owner-driver of a taxicab plying in the West Epd 
of London, appealed against an estimated assessment * 
on his profits of £500 for the year 1953-54. Не had 
returned his- gross takings; including tips, at 2875 
and his profta a at £454, The General Commissioners 
increased the assessment to 2519, thereby increasing 
в 
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the tax from £2 10s to £6. The appellant demanded a 
stated case and conducted his own appeal before 
Harman, J., in the High Court (Jacobs v. Eavis 
(H.M. Inspector of Taxes)) (The Times, July 6th, 
1956). Dismissing the appeal, his lordship said that 
the appellant had kept no accounts and the Inspector 
had arrived at his assessment by looking at the 
personal expenditure. It was a-back-handed ‘method 
but probably the only.one possible where no accounts 
were available. The appellant Һай no evidence to 
support his contention that the assessment was 
wrong. The Commissioners had.found as a fact that 
his takings were underestimated and had suggested 
a fair figure in the circumstances. It was not for his 
lordship to substitute another figure. . 


Double Tax Credit: Profit on Exchange _ 


Where the foreign tax pn doubly taxed income is set 
off as a credit against the British tax, it is converted to 
British currency at the rate of exchange obtaining in 
the year when the foreign tax is charged. Suppose 
that the foreign tax authority miscalculates the tax 
and refunds some of it later, when the foreign 
currency has appreciated. in relation to | sterling. 
Clearly the double tax credit must also be reduced. 
But is the Crown entitled to reduce the credit still 
further by the amount of the apparent profit on 
exchange? The Crown tried this in Greig (H.M. 
Inspector of Taxes) v. Ashton, but was unsuccessful, 
both with the Special Commissioners and with the 
High Court (The Times, July 7th). 

The taxpayer was Miss Clemence Dane, the play- 
wright. The United States tax authority charged her 
United States earnings in 1946 and.in 1948, but 
reduced the charges in 1950 and repaid some of the 
tax: Thus Miss Dane paid the original charges before 
the 1949 devaluation, and received repayment after 


devaluation. The facts may be tabulated as follows: 
Net | 
Original Rate of Refund Rate of U.S. 
Year charge exchange in І 9 50 exchange Eu 
1946 .. 24,76 4°93 12,864 280 11,614 
1948 .. 23,699 4°03 7,261. :2'80 16,438 


Miss Dane claimed that the correct credit was the 
sterling equivalent, at 4:03 dollars the pound, of the 
final liability of 11,614 dollars and 16,438 dollars. The 
Crown contended that the foreign tax suffered was 
not ascertained until her claims for repayment of 
United States tax had been approved and paid, and 
that accordingly the correct credit was the difference 
between the sterling equivalent of what she originally 
paid and the sterling equivalent of the United States 
repayment. However, Harman, J., said thatthe Crown 
was bs wrong. 


* First Quarter's Fiscal Returns 


The outstanding feature of the fiscal returns for the 
first quarter of 1956-57 is the slow rate of expendi- 


*ture in the capital account. Comparing this quarter 


with the corresponding quarter of the previous fiscal 
a the ondinary balance is very little changed. It 
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works out at a deficit of £159 million compared with 
a deficit of £120 million at the same time in 1955-56. 
On the revenue side there are no startling differences 
between the Budget estimate and experience so far 
this year. Making allowance for seasonal variations 
in tax collection, income tax and customs and excise 
are all moving towards their estimated target. It 
is noticeable that expenditure is running slightly 
abead of what might be expected to be its rate of 
increase at this time of the year, but the figures are 
not startlingly out of line. 

.Under -net capital outlay, expenditure was only 
£49 million in the first quarter compared with £137 
million at the same time last year. To some extent, 
this slow rate of outlay is accounted for by the delay 
in charging the capital outlay of the nationalized 
industries оп Budget funds. When these debits are 
charged they are expected to account for an additional 
burden of £350. million in the current fiscal year. 


Commonwealth and Investment 


The Commonwealth. Prime Ministers ended their 
meetings in London last week with a communiqué 
which is outstandingly non-committal even by the 
standard of its predecessors. Such important economic 
questions as the relation of the Commonwealth to the 
expanding European market, and the future Com- 
monwealth policy —if such there can ibly be- on 
GATT, must.have been discussed, but the official 
pronouncement at the end of the meetings. records 
ieee сорар solutions nor agreements to 
disagr 

"The o one economic subject which the communiqué 
does refer to is the investment reqüirements of the 
Commonwealth. There seems to have been а certain 
amount of plain speaking on the need of many 
Commonwealth countries for capital. It seems to have 
been agreed that the demand for this is far in excess of 
the quantities which this country has been able to 
provide since the war. It must be recalled, too, that a 
good deal of what has been provided has ‘been made 
available by dollar gifts and loans to the United 
Kingdom which has re-loaned or re-gifted such 
funds to the dominions and colonies. This source 
has now dried up and this country is left with the 
need to export larger quantities of capital from its 
own resources. This must mean that the United 
Kingdom is becoming obliged to run a much larger 
surplus of its balance of payments than in the past. 
For political reasons this surplus is bound to become 
less a residual item in the balance of payments and 
increasingly a target to be achieved by economic 
policy. Fortunately, the present policy of deflation 
which is aimed at increasing exports and reducing 
consumption in the home market is also the policy 
necessary to establish a more substantial external 
surplus. That surplus, however, is becoming in- 
creasingly a.sign, not only of this country’s solvency, ° 
but also of its willingness to Ene Commonwealgh 
investment. top priority. б 
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Price and Wage Restraint 


Efforts to mobilize industry, both private and 
nationalized, to adopt a policy of price restraint 
continue. À series of administratively tidy conferences, 
punctuated only by a last-minute alacrity by the 
nationalized industries to announce price freezes, is 
building up to a final series of meetings at which it is 
hoped that further sections of private enterprise will 
adopt a fixed price policy for a period when con- 
fronted with the example of those private concerns 
which initiated the policy- and the public organizations 
which followed it. 

' Itis not, however, going to be quite as easy as this: 
At the annual delegate conference of the National 
Union of Mineworkers last week, at Ramsgate, 
Mr Arthur Horner made it quite clear that no price- 
fixing policy by the National Coal Board is going to 
deter his union from making demands this autumn 
for improved working conditions and probably а 
claim for higher wages. The Associated Society of 
Locomotive Engineers and Firémen have put in a 
claim for a 15 per cent increase in wages for footplate 
men and it is likely that the British "Transport 
Commission will have demands shortly of the same 
kind from.the National Union of Railwaymen and 
the Transport and Salaried. Staffs’ Association. 
There is little sign of patience here with the move- 
ment to freeze prices. 

The only sign of moderation on these issues from 
the side of labour at the moment comes from the 
Amalgamated. Engineering Union, which resisted 
strike action in the steel but -not in the motor-car 
industry, over the last week or so. It is possible that 
continence will only be learned the hard way, that is 
by the pressure of deflation, rather than by ex- 
hortation and restraint. . 


. Net Рана in 1955 


Net premium income of members of the British 
Insurance Association rose more quickly in 1955 than 
in any-year since 1952. This information was given 
at the annual general meeting of the Association by 
the present chairman. It is noticeable that the prem- 
iums written in the non-life branch increased par- 
ticularly sharply. Business increased under this 
heading by 74 per cent to £624 million in 1955 com- 
pared with 1954, the corresponding life figure being 
6} per cent to a total of £474 million. In the поп- 
life group, marine premiums turned upwards after 

declining over a period of several years and both fire 
and accident business was buoyant. 

In life assurance business the rate of increase 
achieved in 1954 was not quite maintained, the 
increase for the year being £32 million in 1955 com- 
pared with £36 million the year before. 

* Figures were also given of the trend of investment 
by member companies. Recent trends continue. 
There is a continuing gradual change of emphasis in 
portfolios away from gilt-edged securities towards 


ordinary shares and mortgages. 
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The stock markets continue to struggle against a 
tide of adverse factors. То the problems of the motor 
industry has been added the present and prospective 
loss of steel production through the overtime ban by 
maintenance men. Beyond these two obvious matters, 
however, there is the Government's clear intention of 
maintaining tight credit control. There is already 
evidence of a slowing down of activity in the 
building trades. These factors, coupled with general 
shrinkage of industrial profit margins, naturally holds 
new business in check and a trend towards ‘oversea’ 
investment is developing. 


Whitbreads 
Whitbread & Co Ltd, the brewers, provides this 
week’s reprint. It is one of the old family businesses 
that under the pressure of present-day circumstances, 
. has been opened to public investors and in the seven 
years since it became a public company it has done 
very well for them. When the £1 shares were offered 
for sale, 100 could have been obtained for £440. 
With nominal capital increased by scrip issues, the 
resultant holding is now worth some 21, 55 
Recent policy has been to form 'friendly trading 
associations’ with other brewery companies and 
interests are now held in Norman & Pring Ltd, of 
Exeter, Tennant Bros. Ltd, of Sheffield, the 
Cheltenham & Hereford Breweries Ltd, and Dutton’s 
Blackburn Brewery Ltd. The associated companies 
retain their independence and control their own 
trading but have ‘the benefit of Whitbread’s technical 
assistance if they wish and the commercial advantage 
of selling our products on the most favourable terms’. 
On one point Whitbreads are firm. They acknow- 
ledge that other brewers may hesitate to accept 
technical control from anyone outside their own 
organization but they do insist that if another brewer 
bottles Whitbread products, Whitbread technical 
control must be accepted for that portion of his plant 
_in which the bottling takes place. 


Family Tradition 

One of the traditions of the old family business was 
concern for the welfare of the employees. In the old. 
· days, the head of the business lived at the brewery 
and the family residence is still there adjacent to the 
Chiswell Street brewery on the City of London 
boundary – with seven generations of the family 
looking down from the walls. 

Colonel W. H. Whitbread, the present chairman, 
would like to see all who work in the business having 
a share in it but, he says, ‘the enormous impact of 
tax on any scheme of this sort renders it an onus 
rather than a benefit to the recipient’. He hopes the 
Finance Act will one day be adjusted to enable all* 
employees with at least five years’ service to receive 
a share in the stock without having to meet the full 
impact of tax. We’ find it better, he says, to dis- 
tribute a bonus as generously and as fairly as we can. 

. 


Colonel Whitbread maintains that while different 
types of schemes of full partnership through shares 
in stock ownership have, for years past, been tried 
by leading companies here and elsewhere, success 
has been varied and their history has been a chequered 
one. 'Those that have weathered adverse-conditions 
when profits have been shrinking, he says, are few 
in number. 

It is unfortunate that dividends, salaries and wages 


„аге so often now joined in one context. It overlooks 


the fact, says Colonel Whitbread, that salaries and 
wages, unlike dividends, seldom fall. 


‘5,000 Additions a Second’ 

Early next year, there should be in operation at the 
head office of the Sun Life Assurance Company of 
Canada in Montreal, an electronic computer which 
will cost some £600,000, weigh nine tons, and be 
capable of doing 5,000 additions a second. The 
“5,000 additions’ is merely an easy way of expressing 
in a round simple figure some idea of the expected 
capabilities of this marvel in office equipment. It 
will also solve the problems of actuarial science 
through which the insurance companies provide a 
stated cover for a stated premium and come out 
right for themselves when the line is drawn. 

But man, having invented the machine, is still 
unable to see its ultimate potential. For some years 
its operators will be gaining experience and the old 
order and methods will continue while the electronic 
‘brain’ is being fitted into the system ~ or the system 
into the ‘brain’. - 

- For the present, it is the administration in Canada 
which is being schooled for the electronic era, but 
with trans-Atlantic transit times now measured in 
hours, the possibility is seen of the company’s 
business in Britain being linked to the Montreal 
computer. And from there, who knows what next? 

Incidentally, Mr G. W. Bourke, the president of 
Sun Life of. Canada, is also on the board of the 
Canadian Pacific Railway whose electronic computer 
plan we referred to recently. 


Money Market 

With the market’s bid raised to £98 145 gd there was a 
fall to £5 15 1:844 per cent in the average Treasury 
bill rate on July 6th. Applications for the £280 million 
of bills offered rose to a new high record of 
£452,390,000. At the increased bid the market 
obtained 61 per cent of requirements. This week’s 

offer is also £289 million. 

The, Treasury's offer of 44 per cent Conversion 
stock 1962; as conversion for the maturing National 
War Bonds, was well received in the market as a 
straightforward clear-cut operation. The new stock is 
"expected to appeal to the banks and the discount 
market tends to look for a shorter term, "mopping up’ 
Seperation by the Treasury Inter this year.. 
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CURRENT LAW. 


Winding-up: Petition by Shareholder's 
Trustee in Bankruptcy 


Wynn-Parry, J., held in Re H. L. Bolton Engineering 
Co Ltd (Law Journal, April 6th, 1956) that the 
trustee in bankruptcy of a оа shareholder was 
not competent to present a compulsory winding-up 
petition because Section 216 of the Companies Act, 
1948, became operative only after a winding-up had 
begun and because under Section 215 the personal 
representatives of a contributory themselves became 
contributories on his death only if and when a 
winding-up supervened. 

It would seem that Section 224 of the Act did 
not confer on-a trustee in bankruptcy the right to 
apply, nor was that right to be found in Section 216. 


Factory Occupier's Liability in Respect of 
Independent Contractor’s Servants 


Under Section 60 (1) of the Factories Act, 1937 (as 
amended by Section 12 (x) of the Factories Act, 
1948) the Minister.of Labour and National Service, 
when satisfied that apparatus used in factories is of 
such a nature as to cause risk of bodily injury to 
persons employed there, has power to make special 
regulations. Тће Regulations for the Generation etc. 
of Electrical Energy, 1908 (S.R. & O. 1908, No. 
1312) were made under similar provisions in the 
Factory and Workshop Act, 1901. In Massey-Harris- 
Ferguson (Manufacturing) Ltd v. Piper ([1956] 
2 All E.R. 722) the appellants appealed by way of 
. case stated to the Divisional Court of the Queen's 
Bench Division against their conviction for breach 
of these regulations, as a result of which L., a servant 
of independent contractors employed by the appel- 
lants to do maintenance work in their factory, had 
been electrocuted. It was contended for the appellants 
that there could be no liability in respect of the 
accident because the regulations were made only 
for the benefit of the servants of the occupier of a 


factory, and, in this case, there was no danger to the . 


appellants’ servants because the appellants always 
employed outside contractors to do maintenance 
work, so that the deceased was not a ‘person em- 
ployed' within Section 6o (1) of the Factories Act, 
1937. The- Divisional Court, distinguishing and 
explaining Hartley. v. Mayoh & „Со and Another 
([1954] 1 All E.R. 375), where a fireman was held by 
the Court of Appeal to be outside the benefit of the 
regulations, decided that ‘person employed’ included 
the servant of an independent contractor, зо that the 
appeal must be dismissed. 


No Right of Set-off ? 


In Re a Debtor (No. 66 of 1955), ex parte The Debtor , 


ә. The Trustee of the Property of Waite (a bankrupt) 
(2956) 2 All Е.К. 94), the debtor, C., bonght goods 
or which he had to pay cash, and sold them to W. 


on credit. In consideration of the Geli W. guaran- 
teed C.'s overdraft with his bank up to £200, and by 
way of security deposited the title deeds of certain 
of his property. C. supplied W. with goods and 
W. paid money into C.’s bank, but when in due 
course a receiving order was made against W. he 
still owed C. £101 145 6d. In order to obtain the 
release of W.'s title deeds, his trustee in bankruptcy 
paid the amount of Cs overdraft, £133 14s od, and 
then obtained leave to sign judgment against C. for 
this amount and costs. W.'s trustee then obtained 
the issue of a bankruptcy notice to C., and on this 
notice not being complied with he filed a petition in 
bankruptcy against C., based on the judgment debt. 
A receiving order was made against C., who appealed, 
claiming that under Section 31 of the Dan 
Act, 1914, he was entitled, in W.'s bankruptcy, to 

set off against the debt for which judgment was 
signed against him the sum of Гхот 14s 6d owed to 
him by W., and so to reduce below £50 the debt 
on which W.'s trustee relied. The Divisional Court 
of the Chancery Division held that set-off was not 
permissible, because the relevant date for considering 
mutual debts was the date of the receiving order 
against W., and at that time C. was not indebted to 


. Their lordships considered that if there were any 
question of mutual debts each party might be entitled 
to prove in the other's bankruptcy. - 


Uncertain Objects of a Power 


Re Gestetner, Barnett v. Blumka ([1953] 1 All E.R. 
1150), in which Harman, J., held that a power was, 
good because it was quite certain whether particular 
individuals were objects. of the power, so that there 
was no uncertainty, was distinguished by the same 
learned judge in Re Gresham's Settlement, Lloyd: 
Bank Ltd v. Gresham and Others ([1956] 2 All E.R. 
193). In the latter case a marriage settlement con- 
tained protective trusts whereunder the trustee was 
to pay the income of the trust fund to persons who 
included ‘any persons in whose house or apartments 
or in whose company or under whose care or control 
or by or with whom the husband may from time to 
time be employed or residing’. Harman, J., found 
that it was impossible to say with any certainty who 
was envisaged by the settlor as an object of the 
possible bounty of the trustee, and he held that this 
uncertainty was fatal to the clause, which was 
accordingly void and of none effect. 


‘ ‘Transfer of Bankruptcy Proceedings 
‘In Re Kouyoumdjian, ex parte The Trustee o. Lord 
(61956] 2 All E.R. 286) K.’s trustee in bankruptcy 
applied for the transfer to the High Court of a par- 
ticular motion in bankruptcy proceedings. The 
_ Principal gouad, of the application was that the 
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matter was of great complication involving the 
attendance of a number of witnesses, all of whom were 
resident in London, on a hearing that might last for 
more than one day: accordingly, it was more con- 
venient that the motion be heard in London than in 
Manchester where the proceedings had been started 
in the County Court. Section хоо (2) of the Bank- 
ruptcy Áct, 1914, provides that: 

*Any proceedings in bankruptcy may at any time, 
and at any stage thereof, and either with or without 
application from any of the parties thereto, be 
transferred by any prescribed authority and in the 
prescribed manner from one Court to another 
Court.’ 


Upjohn, J., held that he had no jurisdiction to accede 
to the application, construing Section roo as giving 
jurisdiction to transfer only the whole bankruptcy 
proceedings. To transfer a part only would, in his 
lordship's opinion, be in any case productive of 
great administrative inconvenience. 


July 14th, 1956 


Order of Application of Assets 


In Re. Eve, National Provincial Bank о. Eve ([1956] 
2 All E.R. 321), the testator bequeathed to B. 'an 
option to acquire from my trustees at par value one 
thousand of my ordinary shares of one pound each 
fully paid’ in a certain company. Although the estate 
was solvent, the residue was not enough to pay the 
liabilities in full and the executor sought the determin- 
ation of the Court whether the shares comprised in 
the option should be transferred to B. free from or : 
subject to bearing an aliquot part of the liabilities. 
Roxburgh, J., held that so long as the purchase price 
stated in the will was enough, with the other assets 
which were available, to pay the debts, it, not the 
shares, constituted the fund available for the pay- 
ment of debts. His lordship said that an option to 
purchase shares does not come within Part II of 
the First Schedule to,the Administration of Estates 
Act, 1925, and that property subject to an option was 
the last to be available for the payment of debts. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Grouping for Profits Tax Purposes 
Sm, - Mr Max Englard, in his article published in 
our June 23rd issue, states that the decision of the 
House of Lords in the case of Chloride Batteries Ltd 
v. Gahan, is of only academic interest for accounting 
periods subsequent to December 31st, 1951. 

From the point of view of income tax this is, of 
course, true; but the decision of the House of Lords 
was based upon the question of general law as to what 
amount may be charged by a principal company to a 
subsidiary company in reimbursement of profits tax 
having regard to the interests of minority shareholders 
in the subsidiary company and creditors of that 
company. 

It would therefore seem, quite apart from the tax 
consequences, that it will in future be necessary, at 
least where there are minority shareholders, to charge 
to the subsidiary company only the additional 
amount of profits tax payable by the principal 
company by reason of the notice and not, for instance, 
as is commonly done, the amount of profits tax 
which the subsidiary company would have paid as a 


separate entity. Yours faithfully, 
London, EC4. А. W. WARDLE. 


[Mr Max Englard writes: The Chloride Batteries 
case dealt solely with the income and profits tax position 
of payments made by way of refund of profits tax by 
the subsidiary company to its parent company and 
particularly with the interpretation of Section 38 (3), 
Finance Act, 1947. It is, therefore, only authority mr 
this point. 

The argument advanced by the correspondent is ie 
interesting one and it may very well-be that a paymertt , 
in excess of the arngunt authorized by that decision is 
ultra vires the company and as such could be set aside 


by minority shareholders, should they desire to do so. 
è А 


'The decision would certainly lend support to such an 
argument, but cannot be taken as being authority for it.] 


Estate Duty as a Distribution for Profits Tax 


Sir, – I have under consideration a case where there 
is a likelihood that the company concerned will be 
called upon to pay estate duty under the provisions 
of Section 46 of the Finance Act, 1940. In this 
connection I should welcome the views of your 
readers as to whether such a payment would fall to 
be treated as a distribution for profits tax purposes. 
Yours faithfully, 
EDAPT 


Schedule А and the Owner-occupier 


Sir, – I note from your correspondent, Mr Knight 
(issue June 23rd), that the net yield per annum, after 
maintenance relief, from owner-occupied Schedule А 
is £25 million. 

It would be interesting to know whether this 
maintenance relief refers to expenditure actually 
claimed or merely claimable. Due to the ignorance 
of many owner-occupiers and other causes, a large 
amount of repaiss etc. must be undertaken each 
year, while the owner duly pays the full net annual 
value, the two forms of expenditure being as far apart 
in his own mind as the political parties are aligned 
at the moment. , 

He has, of course, only to read the Schedule A 
assessment notice for him to appreciate the granting 
of further. repair allowances, but one cannot help 
feeling that the owner-occupier should be freed 
* from this senseless tax entirely, . 
. Yours faithfully, 

Barni Green, Worcs. D. C. WASDELL. 
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Depreciation in Nationalized Industries 
Sir, – I fear I shall find myself in very deep waters 
if I attempt to justify the argument that national- 
ized industries should not adopt replacement cost 
depreciation in the present emergency. Ја my previous 


letter, published in your issue of June gth, I took the: 


precaution of adding the letters ‘A.C.A? after ту 
signature as an indication that I was not really an 
economist. Mr Spruce (June 23rd issue), and now 
Mr Pakenham-Walsh (July 7th issue) seem to me to 
be using arguments which indicate that they approach 
this question from the standpoint of what I imagine 
to be that of the economist. If inflation is not what I 
thought it was, viz. wages chasing prices chasing 
wages chasing prices . . ., I hope these gentlemen 
will tell the Government what it is and how to cure 
it, quickly, because the Government seems to think 
that wages and prices should stop chasing each other 
and is trying to do something on those lines. 


Arguments as to which is chasing which are usually 


as sterile as the hen and egg controversy, and are not 
improved by dragging in 'shrinkage of the monetary 
unit’. E l 

Surely in these columns it is not necessary to 
observe that if a man pays more and more for every- 
thing he buys, sooner or later (unless. he is an 
accountant!) he will ask for more wages. Who started 
this and who is going to stop it were not part of 
my argument. I merely hoped that the nationalized 
industries would, by abstention from adopting re- 
placement cost depreciation, be able to avoid one 
element in the increased price they must charge for 
their products, thus making a modest contribution to 
the attainment of the price plateau so urgently 
desired by the Chancellor of the Exchequer. 


of assets at higher prices will come from. Assets 
require replacement piecemeal and the extra amount 
not already provided by depreciation on one asset can 
be ‘borrowed’ from the depreciation provided for 
other assets not yet ripe for replacement until it has 
been recovered by subsequent depreciation. In 
connection with this I would like to ask him if he 
can give a reliable method of ascertaining the replace- 
ment cost of an asset recently purchased with an 
estimated life of, say, sixty years. I understand 
quite well what he means by ‘real cost’, but cannot 
help wondering if, in cash terms, it is not more 
likely to.become ‘imaginary cost’. 

The Institute in considering this matter were in 
favour of replacement cost being provided for by the 
setting aside of reserves. This seems to be wise, and 
if, because it reduces the remuneration to the 
proprietors, it has a deflationary effect, so а the 
better. 
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So far I seem to have found the deep waters 
comfortably buoyant, but if, because of my admittedly 
superficial economics, I become involved in a whirl- 
pool, it will probably be a deflationary spiral! 

Yours faithfully, . 

Keynsham, Bristol. - J. R. EVENS. 


Charity: Auditing Accounts Five Years Old 
Sm, – Referring to ‘K. P. & Н.в’ letter in your issue 
of June gth, I would suggest that ‘K. P. & H.' should 
emphasize to the charity the advantages in having 
accounts prepared and submitted to their committee 
meetings. If this were done, the result may well 
follow that the annual audit of the charity’s accounts, 
and their annual repayment of income tax, would be 
kept more up to date. 

The following points should be stressed: 

(1) The maintenance of a sound financial position 

is a sine qua non for the charity to be able to 

' continue and, if necessary, widen its. activities. 
. (2) A review of the financial position should there- 
fore be made regularly. 

(3) Accounts prepared regularly would reveal the 

following important points: 

(a) Whether any expenditure items were be- 
coming heavier than desirable, and whether 
any economies could usefully be effected. 

(6) Whether current ‘income were adequate to 

= finance the charity’s present and future 
activities, and whether any further income 
were required to finance future activities. 

(c) Whether the banking account were in danger 
of being overdrawn; the money available for 

· purchase of investments. 


: : (4)In addition, budgets for future income and 
Mr Spruce asks where the funds for replacement · : 


expenditure should be submitted to the charity’s 
:, committee meetings. Yours faithfully, 
` Epsom, Surrey. L. E. SAVIN. 


*An Old Servant of the State' 


SIR, – Apart from the general interest of Mr R. 
Roberts’ article (June 3oth issue) one was quite 
impressed to learn that, in past generations, ‘a 
taxation upon all the fools in creation’ proved to be a 
‘reproach of the English laws and Government’ and 
brought forth much comment from leading British 
statesmen concerning the ‘immorality of the State 
lotteries!’ . 

What guarantee have we that history will not now 
repeat itself? Can we safely court the favours of 
what another contributor to the pages of the same 
issue of your journal describes as 'the goddess of 


` This course is possible to private industry, but not , * 


to nationalized industry. If, of course, private 
industry | builds up this reserve out of increased • 
prices it is in the "same position as nationalized 
industry so far as inflation is concerned; especially 
if its product is a basic factor in the cost of living. 


fortune?” Yours faithfully, 
Crawley, Sussex. D. A. T. WELCH. 
Living on a Pension Today 


Sm, – In working опа book on the above, I feel that 
опе or two typical budgets from retired accountants 
would be helpful and illuminating. Any figures given 


_me would be used under complete anonymity. 
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The heads under which I am listing annual 
expenditure are rent or capital on loan, rates, house- 
hold repairs and maintenance, food, clothes, domestic 
help of any type, tobacco, drinks, entertainment, 
car (if any), holidays, insurance, medical incidentals. 
I am particularly anxious for budgets on the £250, 
' £350, £450, £550 a year level, but one or two 
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about {£1,000-£1,250 would be equally welcome. 
To senders of budgets used, I shall post a proof of 

the chapter on budgets, so that they may profit by the 

exchange. Yours faithfully, 
Fairlight, Nr. Hastings. CECIL CHISHOLM. 


[We shall be pleased to forward letters to our correa- 
pondent. – Editor.] 


OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, July 4th, 1956, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr А. S. H. Dicker, M.B.E., President, in the chair; 
Mr W. H. Lawson, C.B.&, Vice-President; Mr W. L. 
Barrows, Sir Harold Barton, Mr Т. А. Hamilton Baynes, 
Sir Bernhard Binder, Messrs ]. Blakey, C. W.' Boyce, 
сва. W. G. Campbell, P. F. Carpenter, W. S. Carrington, 
D. A. Clarke, E. C. Corton, W. G. Densem, W. W. Fea, 
G. R. Freeman, Sir Harold Gillett, м.с., Mr P. Е. 
Granger, Sir Harold Howitt, G.B.E., D.8.0., M.C., Messrs 
№. H. Lawson, C.&,E, R. P. Leech, M.B.E., T.D., S. J. 
Pears, P. V. Roberts, L. W. Robson Sir Thomas Robson, 
M.B.E, Messrs G. F. Saunders, Gilbert D. Shepherd, 
M.B.E., B. Smallpeice, C. M. Strachan, О.в.к., E. D. Taylor, 
G. L. C. Touche, A. D. Walker, Sir Nicholas Waterhouse, 
K.B.E., Messrs M. Wheatley Jones, Е. F. С. Whinney, 
R. P. Winter, M.C., T.D., with the Secretary and Assistant 
Secretaries. 


Resignations from Council 
The Council received with much regret the resignations 
of Sir Nicholas Waterhouse, K.B.E., M.A., F.C.A., 
Mr S. W. Cornwell, F.c.A., and Mr P. M. Rees, M.C., 
F.C.A., from membership of the Council. 

Sir Nicholas Waterhouse had been a member of the 
Council since 1915 and was President in 1928—29. 
Mr Cornwell had been a member of the Council since 
1934 and Mr Rees since 1944. 


Election to Fellowship 
One application from an associate for election to 
fellowship under clause 9 of the supplemental Charter 
(bye-law 37) was not acceded to. 


Exemption from the Preliminary Examination, 


One application under bye-law 79 for exemption from 
the Preliminary examination was acceded to. 


Reduction in Period of Service under Articles 
Two applications: under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


Articled Clerks: Industrial Experience 
'Three applications under bye-law 58 (c) from articled • 
clerks to spend a period not exceeding six months in 
an industrial or commercial organization during 
service under articles were acceded to. 

e 


Articled Clerk Engaging in Other Business 


The Council acceded to one application under bye- 

law 57 from an articted clerk to engage during his 

service under articles in other business for the sole 
purpose and to the limited extent specified in the 

application. А 

Certificates of Practice 

The following twenty-three applications for certificates 

of practice from associates who have commenced to 

practise were acceded to: 

Allen, David’ Lomax; 1956, A.C.A.; бо Church Street, 
Radcliffe, Lancs. 

Ballantine, Robert, D.8.C.; 1948, A.C.A.; (Bagshaw & Со), 
3 St Helen's Place, пода аи и London, EC3. 

Bowker, Geoffrey William; 1954, A.C.A.; (Brown, Alston 

& Co), Manchester Chambers, 46А Market Street, 
Manchester, 1 

Bennett, Peter; 1950, A.C.A.; (Frank Beattie & Co), West- 
minster Bank House, 3 York Street, Manchester, 2 

Brows, Arthur Stanley; 1915, A.C.A.; 134 Harestone ^ut, 
Caterham, Surrey. 

Catherall, Edward; 1952, A.C.A.; (Walter Conway & Co), 
8-12 Old Bank Buildings, Chester. . 

Collins, Lionel Frederick; 1950, A.C.A.; (*Cooper, Cozens 
& Co), 8 East Stockwell Street, Colchester. 

Cooper, Harold Frank; 1954, A.C.A; 12 ag Drive, off 
Hunton Hill, Erdington, Birmingham, 2 3. 

Gentry, Ro Frederick; 1954, А.С.А.; (*Legge, Terry & 
Swindells), Hurdis 'House, Seaford, Sussex, and at 
Tunbridge Wells and Uckfield. 

Kaye, William; 1955, А.С.А.; 79 Granville Road, North 
Finchley, London, N12. 

Leigh, Michael Paul Vernon; 1953, A. C.A.; 

pminster, Essex. 

Meeke, Harold Gordon; 1951, A.C.A; (Brown, Alston & 
Co), Manchester Chambers, 46А Market Street, Man- 
chester, 1. 

Oakes, David; 1954, A.C.A.; (Guild, Appleton & Co), 
Princes Buildings, 81 Dale Street, Liverpool, 2. 

Oldham, Hugh Scott, B.A.; 1954, А AGA; (Lucas & Sharpe), 
30 Market Place? Boston, L 

roe Peter; 1954, AGA. 30 Fleet Street, London, 

Penny, John Longhurst; 1947, A.C.A.; (Lucas & Sharpe), 
30 Market Place, Boston, Lincs. 

Richardson, Willigm Alan; 1948, A.C.A.; (Leman, Hill & 
Hilton), 7 College Street, Nottingham. 

Rigby, ‘John; 1946, ACA; 65 Oakfield, Sale, Cheshire. 

Rodgers, Derrick Thomas; 1953, А.С.А.; (Rooke, Holt & 
Со), 83 Ebury Street, London, SWr. 

Stark, Adrian David; 1954, A.C.A.; (David Stark & Со), 
14 St James’s Mansions, West End Lane, London, NW6, 


* placed agiinst a firm name signifies that the firm is not 


13 Fleet Close, 


exclusively composed of members of the Institute. 
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Swaysland, Edward Lawrence Cresswell; 1954, A.C.A; 
(*Boden, Swaysland & Co), a5 George Street, Croydon, 
and at London and Rickmansworth. 

Welsh, John; 1948, A.C.A.; (John Wilkie & Co), 41 Grainger 


Street, Newcastle upon "Tyne, 1 4 
Young, (Miss) Diana aue 19 1948, A.C.A.; 33 Barnfield 
Road, Exeter. 


| Elections to Fellowship 


(a) Twenty-three applications from associates for 
election to fellowship under clause 6 of the supple- 
mental Charter (bye-law 31) were acceded to. 

(b) Two applications from associates for election to 
fellowship under clauses 6 and 31 of the supplemental 
Charter (bye-law 31) were acceded to. 

А list of those who complete their fellowship before 
July 17th will appear in The Accountant of July 21st. 


Registration of Articles 


The Secretary reported that 43 articles of clerkship 
were registered during the month of June 1956 as 
compared with 46 in June 1955, making a total of 
507 since January ist, 1956, as compared with 535 
for the same period in 1955. 
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‘Chairmen and Vice-Chairmen of Committees 
"The Secretary reported the appointment of the 
following Chairmen and Vice-Chairmen of Committees 
for the ensuing year: 


Committee Chatrman Vice-Chairman 
Applications G. F. Saunders R. P. Winter 
District Societies C. M. Strachan P. F. Granger 
Finance . G. L. C. Touche Sir S. H. Gillett 
General Purposes D. V. House W. S. Carrington 
Investigation J. Blakey D, V. House 
Library P. F. Carpenter T. A. H. Baynes 
Parliamentary and G. F. Saunders S. J. Pears 

Law 


Deaths of Members 


The Council received with regret the Secretary’s report 
of the deaths of the following members: 

Mr Harold James Box, F.c.a., Worthing. 

» Charles Leslie Davies, Е.С.А., London. 

-,, Harold Harris Edward Edwards, F.c.a., London. 
James Alfred Fairbotham, ¥.c.a., Hull. 
Albert James Neville, A.C.A., Torquay. 
» Herbert Cottam Quick, F.c.4., London. 
» Joseph Taylor, F.c.4., Luton. 
William Thomas Walker, F.C.A., London. 


» 


FINUINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 
Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 
to bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at 

hearings held on June 6th, 1956. 


A formal complaint was preferred by the Investigation 
Comimittee of the Council of the Institute to the 
Disciplinary Committee of the Council that Ernest 
James Nicholls, F.C.A., had been guilty of acts or defaults 
liscreditable to a member of the Institute within the 
meaning of clause 21, sub-clause (3) of the supple- 
mental Royal Charter in that (а) he failed (1) to take 
iny action in response to repeated requests made to 
aim since July 1955 by a client and his advisers on 
che subject of the income tax affairs of the said client 
ind (2) to reply to or take any action in response to a 
etter addressed to him by the Secretary of the 
[nstitute; (b) he failed to reply to or take any action 
in response to two communications addressed to him 
ду a firm of chartered accountants-on the subject of a 
imited company and a communication from the 
Secretary of the Institute; (c) until March 16th, 1956, 
ne failed to make certain weekly payments due from 
aim to a person in accordance with and under the terms 
ЈЕ а Deed of Covenant dated November 14th, 1953 
as amended) entered into by him in favour of that 
»erson; (d) (т) despite repeated requests made to him 
əy the officials and advisers of a limited company he 
failed to complete and send to the said company 
within a reasonable time or at all the accounts of the 
:ompany for the period from July 22nd, 1954, to 

September 3oth, 1955, and (2) he failed to hand over 
ю a firm of accountants or to the officials of the said 
company the books of account of the company in his 
»ossession and (3) he failed to reply tp or to take any 
iction in response to a letter addressed to him ру the 
Secretary of the Institute, so as to render himself 
iable to exclusion or suspension from membership of 
the Institute. The Committee found that the formal 
complaint against Bet est James Nicholls, r.c.A., had 
been próved under headings and the Committee 
ordered that Ernest James Nicholls, F.¢.a., of St 
Stephen's Chambers, "Telegraph Street, * Moorgate, 


P • 


London, EC2, be excluded from membership of the 
Institute. 





А formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that an 
Associate of the Institute (a) was on November 22nd, 
1955, at Bow Street Magistrates Court convicted as 
liquidator of a limited company on a charge of failing 
to send to the Registrar of Companies a statement 
with respect to the proceedings in and position of the 
liquidation of that company contrary to Section 342 
of the Companies Act, 1948; (b) was on December 
16th, 1955, at Bow Street Magistrates Court convicted 
88 liquidator of another limited company on a charge 
of failing to send to the Registrar of Companies a 
statement with respect to the proceedings in and 
position of the liquidation of that company contrary 
to Section 342 of the Companies Асе, 1948; (c) was 
on May 4th, 1956, at Bow Street Magistrates Court 
convicted as liquidator of another limited company 
on a charge of failing to file with the Registrar of Com- 
panies a return in respect of the liquidation of that 
company contrary to Section 290 of the Companies 
Act, 1948; (d) was on May 4th, 1956, at Bow Street 
Magistrates Court convicted as liquidator of the limited 
company referred to in (a) above on a charge of failing 
to send to the Registrar of Companies a statement 
with respect to the proceedings in and the position of 
the liquidation of that company contrary to Section 
342 of the Companies Act, 1948, so as to render him- 
self liable to exclusion or suspension from membership 
of the Institute. The Committee found that the formal 
cpmplaint had been proved under all headings and 
ordered that the member be reprimanded. The Com- 
mittee considered that there were special circum- 
stances which justified the omission of the member's 


name from the publication of the finding and decision. 
$ e 
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NOTES AND NOTICES 


Personal 


Messrs WurNNEY, SMrTH & WnrNNEY, Chartered 
Accountants, of 48 Frederick's Place, Old Јечту, 
London, ECa, announce that as from July rst, 
1956, they have admitted to partnership Mr BRIAN 
Памр SCOTT, M.A., A.C.A., who served his articles 
with the firm'and has been а member of the staff for 
some years. 


Messrs БРООМЕВ, BOURKE & Co, LObaristed'Aocouüt« 
ants, of Windsor House, 83 Kingsway, London, WC2, 
announce that Mr C. W. ADKIN, F.c.a., has retired 
from the firm, owing to ill health, ás from July 185, 
1956. Mr Henri К. Воотн, r.c.4., will continue the 
practice in the same name from the same address. - 


Messrs Strokes Bros. & Pm, Chartered Account- 
ants, of 36 College Green, Dublin, Ст, announce 
that Mr Francis H. Рам, F.c.a., who had been a 
member of the firm since 1910, retired from the 
partnership as from June зоё, 1956. They also 
announce that Mr С. GARRETT WALKER, A.C.A., who 
served his articles with the firm, and who has since 
been a.member of the staff, has been admitted into 
partnership as from July rst, 1956. The name of the 
firm will remain unchanged. 


Messrs Bowman, WILSON & Co, Chartered 
Accountants, of 119 Bishopsgate, London, EC2, 
announce that as from. July 16, 1956, their address 
will be 35 Old Jewry, London, EC2. 


Messrs HIL, WOOLDRIDGE & Co, Chartered 
Accountants, of 27-28 Finsbury, Square, London, 
'EC2, regret to announce the death on July 3rd, 1956, 
of Mr NORMAN WOOLDRIDGE, F.CA., one of the 
partners in the firm. 


Mr Joun E. ALMOND, ACA, С.Р.А., formerly 
controller of MacFarlane’s · Candies, Oakland, 
California, has commenced to practise as a certified 
public accountant on his own -account at 2279 
Broadway, Oakland, California. 

Messrs LONDON, HEATH & Co, incorporating 
С. Н. Bennett & Co, announce that as from July 
gth, their address has been changed from Denmark 
House, 71 and 72 Piccadilly, London, Wr, to 1 
Cumberland House, Kensington Court, London, 
W8. Telephone: Western 3193/5. 


Mineworkers’ Summer School 
Mr HALFORD REDDISH A SPEAKER 


Mr Halford Reddish, F.c.a., chairman and managing 
director of The Rugby Portland Cement Co Ltd, 
whose address to the summer school of the National 
Union of Mineworkers last summer, attracted wide- 
spread interest, has accepted an invitation to speak 
at this year’s school at the end of this month. 
Last year he spoke on ‘Capital, profits and dividends’; 
his subject this year will be "Work, wages and profits’. 
• 


- The T 


The Institute of Chartered Accountants. 
in England and Wales | 
TAXATION AND RESEARCH COMMITTEE 
The eighty-sixth meeting of the Taxation and 
Research Committee was held at the Institute 
on Thursday, Tune 21st, 1956, at 2 p.m. 


Present: Mr J. Latham, СВЕ, (in the chair). Messrs R. D. R: 
Bateman, .M.B.&., T. 


Croxton-Smith, R. W. Cox, W. С. 
G. G. G. Goult, S. C. Напа, N. B. Hart, ова, T.D. 
W. S. Hayes, G. N. Hunter, P. D. Irons, F. M. Kellett, 
S. Kitchen, О. W. Knight, E. N. Macdonald, D.F.C., 
J. H. Mann, м.в.в., G. P. Morgan-Jones, А: Н.' Proud; 
A. Rayner, А. G. Thomas, C. P. Turner, L. W. Underwood, 
J. W. Walkden, F. J. Weeks, E. F. G. Whinney, E. E 
Wright, and R. B. Dixon, a member of a special sub- 
committee, with the S tary. | 
Membership 
Mr P. F. Carpenter, r.C.4., and Mr J. H. Plant, 
А.С.А., have resigned from the Committee at their 
own request. Тће Council has nomjnated Mr 
Leonard Pells, M.A., Е.С.А., to fill the vacancy created 
by the resignation of Mr Carpenter, and the Birming- 
ham and District Society of Chartered Accountants 
has nominated Mr Doylah Ernst Thomas Tanfield, 
F.C.A., to fill the vacancy created by the resignation 
of Mr Plant. | 
Standing Sub-Committees 

Reports from the following Standing Sub- Committees 
were received: 

General Advisory Sub- Committee. 

Management Accounting Sub-Committee. 

Taxation Sub-Committee.. 

Planning Sub-Committee. 


Ad hoc Sub-Committees 
Reports were received from ‘five среза | sub- 
committees. 
Future Meetings 
The next meeting of the’ Committee was fixed for 
Thursday, September zoth, 1956, and the normal 
dates for other meetings in 1956 are: 
"Thursday, October 18th, 1956. 
2; December 20th, 1956. 


24 per cent National War Bonds, 
1954-56: Conversion Offer : 
has announced that holders of ap per 
cent National War Bonds, 1954—56, are being offered 
exchange, as on August 15th, 1956, into 44 per cent 
Conversion Stock, 1962. Holders who accept the 
offer will receive {100 of the new stock and a cash 
payment of [16105 for each £100 nominal of bonds 
tendesed. Until the close of business on August 14th, 
1956, bonds tendered in acceptance of this offer will 
be known as 2j per cent National War Bonds, 
1954-56, ‘Assented’, 
The offer, full particulars vf which have been 
fent direct to folders, will remain open until Friday, 
_ July 20th,* 1956. 
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Estate Duty on Industrial Assets: 
Partnerships 


The БЕЕН rate of estate duty provided for by. 
Section 28 (1) of the Finance Act, 1954, in respect of 
industrial hereditaments, plant and machinery used 
in a business does not always apply to partnership 
assets where a partner dies. The following views of 
the Estate Duty Office appeared in The Law Society's 
Gazette, July 1956: 

(1) The reduced rate is applicable where: 

(a) the right of the deceased's partner's representatives 
is to a share of the partnership assets as such (an 
uncommon case); or 

(b) the deceased’s share of the partnership assets passes 
to a beneficiary under the partnership agreement, 
either directly or by virtue of the exercise by the 
deceased of a power conferred by the partnership 

agreement. 

(2) In the case of a partnership at will without an agree- 
ment, a share in the assets of the besiness does not pass on 
the death of a partner and estate duty is accordingly payable 
at the full rate. The partner's death dissolves the partner- 
ship (Partnership Act, 1890, Section 33 (1)) and his interest 
in the business — to be ascertained according to the rules set 
эш in Section 44 of the Act — is a sum of money constituting 
a debt due érom the surviving partners (see Section 43). 

Accordingly, the circumstances in which the reduced 
rate provided by Section 28 (1) of the Finance Act, 1954, 
applies to a business carried on in partnership are identical 
with those in which the reduced rate of estate duty. (see 
Section 23 of the Finance Act, 1925) applies to agricultural 
land held by partners. 


In Parliament 
INCOME Tax: HOUSEKEEPER ALLOWANCE | 

Mr Vane asked the Chancellor of the Exchequer 
what estimate he has made of the cost of allowing 
spinsters and bachelors who are incapacitated from 
earning their living to claim the housekeeper allow- 
ance at the same rate as is now allowed to widows 
and widowers irrespective of whether they are 
disabled or not. | 

Mr H. MacMiLLAN: No such estimate has been 
made, nor is there sufficient information about the 
employment of housekeepers by incapacitated 
bachelors and spinsters to enable a reliable figure to 
be calculated. ` 

Hansard, July 5th, 1956. Written Answers. Col. 139. 


Net INCOMES: DISTRIBUTION 


MR HAMILTON asked the Chancellor of the Exchequer 
the estimated number of working people with weekly 
incomes of £5 or less, between [5 and £10, between 
бло and £15, between {15 and £2, and over £20, 
respectively, after deduction of tax and insurance 
contributions, on the latest date for which figures are 
available. 
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Mr H. MacMiLLAN: The table below gives the 
estimated distribution of net incomes after tax, 


for 1955: | Number of 
Range of persons | 
net annual income (millions) 
Under £250 ELE T ae. Ae 8.1. 
250-5409 .. : 87 . 
500—£749 .. m ee - 6:5 
750—-£999 .. - - vs he “1g 
£1,000 and over  .. РА Ss HT r'o 
Notes: | 


(1) The Agurs refer to all incomes, whether. ened or 
investment. Separate figures for earned income аге not 

. available. 

(2) The group with net incomes below £250 consists 

y of pensioners and juveniles, 

(3) The deduction for National Insurance contributions 
has been limited to that part of the contribution 
which qualifies for income tax relief. 


Hansard, July 5%, 1956. Written Answers. Col. 136. 


The Taxation Diploma Examination 


The results of the third Taxation Diploma examina- 
tion, held at centres throughout the United Kingdom 
on May 15th, 16th and 17th, 1956, have now been 
announced. Certain candidates sat the whole exam- 
ination and others who had already been successful 
in Part I or Part II took the part in which they had 
not previously satisfied the examiners. 

The names of the successful candidates are as 
follows: 

ў D 

À. D. Anderton, Nottingham; H. F. Entwistle, Greenford; 
V. А. Gaston, Whiteabbey, Belfast; N. Gordon, Dumbarton; 
J. Gregson, Cardiff; R. Jones, Birmingham, 16; A. E. Ww. 
Moore, Buckhurst Hill; R. Needle, London, "Ws; J. R 
Nelson, Eastbourne; Miss $. P. Perish, Torquay; D. F. 
Pike, Stroud; G. H. Walton, North. Shields; L. D. F. 
Warren, Ruislip. 


Obtained Diploma having already passed Section I 
C. A. Adams, Guildford; J. M. Bruce, Hamilton, Lanark- 
shire; W. R. Donkin, Birmingham; S. T. King, Cardiff, 
P. Panting, Grantham; R. Shergold, Birmingham; E. L. 
Smith, Folkestone; R. L. Smith, Farnham. s 


.-. Obtained Diploma having already passed Section II 
A. Lever, London, Ито. 


Passep ParrI . 
Miss A. E. Shiells, Dumfries Scotland. 


Passen Parr II 

H. C. Bargery, Warmly, Nr. Bristol; W. H. Bowman, 
‘London, SW2; A. P. Cartwright, Burnley; T. Cowtan, 
London, Niro; A. A. Fox, London SE27; R. Harris, 
London, SWo; J. A. Huckvale, Nottingham; W. R. Millar, 
Grimsby; N. Miller, Carshalton; D. A. Newton, Chesterfield: 
R. J. Riley, Dor Miss R. JT: Rockey, Reading; G. W. 
Stevens, Ilford, E. A. EN London, N8; C. L. Windsor, 
London 


"t, 2. 
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‘Institute of Actuaries 


The ‘annual general meeting of the Institute of 
Actuaries was held in Staple Hall on June 25th, with 
the President, Mr J. P. Bunford, M.A., in the chair. 

The adoption of the report and accounts for the 
year ended March 31st, 1956, was moved by the 
President, seconded by Mr P. M. Redington, and 
carried unanimously. 

A ballot to fill five vacancies on the Council 
. resulted in the election of Messrs W. H. Chapman, 
O. D. Cumming, О. Heywood, B. Robarts and 
H. Tetley. 

EXAMINATION RESULTS 

The results of the Institute’s examinations held from 
April 19th to May rst, at eight centres in the United 
Kingdom and the Republic of Ireland, have now been 
announced. 'Twenty-three candidates have qualified 
for fellowship of the Institute and twenty-nine for 
associateship. 


The Glasgow Chartered Accountants 
Students' Society 
WEEK-END RESIDENTIAL COURSE AT EDZELL 


A successful week-end residential course was recently 
held by The Glasgow Chartered Accountants 
Students’ Society at The Burn, Edzell. Mr J. N. 
Anderson, C.A., the President of the Society, 
welcomed members and introduced the first speaker, 
Mr Stuart Gillies, c.a., a former City editor of the 
Daily Express, who gave an address on ‘Reading 
between the balance sheet lines’. 

Mr J. T. Dowling, c.a., Vice-President of the 
Scottish Institute, delivered a paper on “The purpose 
of the audit of limited company accounts and some 
practical implications’. Afterwards the members 
split up into three discussion groups to consider 
the questions Mr Dowling had put to them. Following 
an afternoon devoted to recreation – tennis, golf and 
swimming in the river — the discussion groups reported 
their conclusions of the morning and Mr Dowling 
gave a general summing-up. 

The Sunday morning was left free to enable those 
who wished to do so to attend morning service, and in 
the afternoon Mr А. D. Paton, c.a., director of 
studies at Glasgow, delivered an address on ‘Some 
leading tax cases and their significance', and Mr 
W. M. Adam, T.D., B.SC.(ENG.), C.A., A.M.L.MECH.E., 
an industrial consultant, spoke on ‘Difficulties arising 
in the production of reliable cost statements’. In 
the evening Mr W. I. French, р.5.0., 0.B.E.(MIL.), 
T.D., C.A., convener of the Tutorial Classes Committee, 
Glasgow, acted as question-master at a brains trust, 
composed of Mr Paton, Mr Adam and Mr H. M. 
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Begg, M.A., C.A. The panel answered a variety of| 
questions – serious and not so serious — on the sub- 
jects of costing and taxation. 

On the Monday morning, Mr French concluded the 
highly successful course with a paper on ‘Asset 
values and profits — their relationship for business 
valuations’. 

Our Weekly Problem 
Мо. 126: PREP. SCHOOL SPORTS 


“Mr L. U. Sidate had agreed to act as starter for the 


six races at his grandchildren’s preparatory school. 
The first race was the mile which began at 2.30. 
There was half-an-hour’s interval before the half- 
mile. This was followed by the quarter, the hurdles, 
the 220 yards and the 100 yards. All the races were 
run at irregular intervals so that the time between 
any two consecutive races was not the same; the 
greatest interval was*between the mile and the half- 
mile. Competitors had to enter for three races but 
had to choose races which gave them. the same 
interval between each. The same number entered 
for the first three races, but whereas there were 
thirteen competitors for the quarter, there were only 
four entrants for the hurdles. | 

At what time was the most popular race run? 

The answer will be published next week. 


SEVENTY-FIVE YEARS AGO 
From је Accountant or JULY 16TH, 1881 
Extract from leading article entitled 
“ACCOUNTANTS.” 
A subscriber sends us an advertisement from a 
peut vincial newspaper, which he says was recently 
ded to him "by one of the leading mercantile 


men" in the town in which it was published, with | 


the request that he would forward it to this journal in 
order to ascertain our opinion on the matter. Тће 
advertisement is one of those catch-penny announce- 
ments which any.reader of the advertising columns 
of newspapers 
“all persons in ulties," with an intimation of the 
necessity of consulting the beneficent author “at 
once," because “delay is dangerous." We say the 
beneficent author because, of course, the advice ''is 
free"—it would, DM be dear at any higher 
price— "no charge being made “unless recovered.” 


It is highly probable that the only customers who 
respond to this sort of invitation are either knaves or 
fools in a small way; and, therefore, we should not 


refer to such matters, but for the fact that these 
advertisers occasionally describe themselves as 
“accountants.” This- latter, no doubt, indicates the 


reason why our attention has been directed to it. . 
. 
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ИУ, B: the time the Finance Bill reached its third reading in the 
Charities: Incidental Benefits 55 House of Commons on July 13th, it was a very different 
Spacal Ardal Bill from the first draft. What with drafting defects, Govern- 
Practising Accountants’ Work mental second thoughts, the efforts of pressure groups, and 
in Progress Records anomalies pointed out by back-benchers, the committee and report 
by G. D. Whipp, F.S.A.A. 56 stages involved a very large amount of tedious and complicated 
Lectura d amendment. Even in its present form it leaves a good deal to be 
Costing of Information desired. : 
Services- II — As the traditional guardian of our liberties, the House of 
Dp : M 5. Gn Commons was perhaps nodding a little when it allowed clause 18 
A.C.L.S. "Group Controller of to go forward in its present form. The clause gives to the Inland 
guum Fhe Brush Group 55 Revenue the power to obtain returns of fees and commissions 
Weekly Notes ` | paid, in order to ensure that the recipients have duly returned 
The Institute of Municipal them for income tax. Few would criticize such a provision, 
Treasurers and Accountants’ particularly now that it is restricted to years-of assessment ending 
Peele [he Tola within three years before the issue of the notice requiring the 
Tax: Distribution by Liqui- return. What can be reasonably criticized is the fact that the 
bre agere Rec High. clause imposes heavy penalties on persons who fail to do some- 
The Pace of Боо ж thing which it may be quite impossible for them to do. The clause 
Trend of Materials Prices 62 extends to a ‘body of persons’ which pays fees and commissions, 
Finance and Commerce 64 whether as part of a business or not. After the clause was originally 
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drafted it was pointed out that an unincorporated body of persons 
could not be validly required to make a return unless the Inland 
Revenue served notice on every’ individual member. То get over 
this difficulty a new sub-clause has been introduced which imposes 
the liability to return upon ‘the person who is or performs the 
duties of secretary of the body’. It may well be that some unselfish 
67 person who voluntarily performs secretarial work for a club or 
music society of which he is a member will receive a notice to 
make a return of details about which he is completely ignorant. 
Yet if he fails (not ‘refuses or neglects’) to make ‘a true and correct’ 
return within the time laid down in the notice, he will be liable 
e toa penalty of £50 plus another £50 a day after judgment has 

` been given against him. . 
The Royal Coramission unanimously recommended that 
residents in the United Kingdom be taxed on the whole of the 
*emoluments of an employment wholly performed here. The 
position’ hitherto kas been that employees in this country of 
foreign employers have been. taxed only on the remittance basis. 
69 In the case of afost countries, including the United States, the 
emoluments not remitted here.escaped tax altogether. The object 
of the recommendation was to bring this anomaly to an end. The - 
тт recommendation was implemented іп the Finance ВШ аз originally 
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drafted but it gave rise to a great deal of criticism 
by a very small minority and the Government 
changed their mind. Clause 10 has been amended 
80 as to ensure that a person who is not domiciled 
in the United Kingdom shall pay tax only on the 
remittance basis in respect of emoluments from 
an office or employment with an employer 
resident outside the United Kingdom. Where a 
person is residing away from his domicile of 
origin, the question whether or not he has 
acquired a new domicile in the country of 
residence is mainly a subjective matter of 
intention. It will not be surprising therefore if 
well-paid officials of foreign companies who 
come here to exercise their employment maintain 
a firm intention of returning some day to their 
country of origin. It is a little remarkable that the 
amendment did not take the form of some 
compromise, ünder which its beneficiaries would 
be required to pay tax on non-remitted emolu- 
ments at a lower rate. 

As the Bill passed through the committee stage, 
the provisions for relief to the self-employed in 
respect of pension premiums went from strength 
to strength. People who were under 40 at the 
beginning of 1956, are still restricted to то per 
cent of their earnings as the maximum amount 


payable in premiums, but the overriding maxi- 


mum is now £750, that is £250 more than the 
amount recommended by the second Tucker 
Committee. For older people, both the percentage 
and the overriding maxima are increased as the 
following table shows: 


. Overriding Percentage of 
Year of birth maximum earnings 
£ 
1914 OF 1915 825 II 
1912 Or 1913 900 12 
^ I9IO or 1911 975 13 
1908 or 1909 1,050 14. 
1907 or earlier 1,125 15 


It will not be necessary for these older persons 
to have been self-employed, or indeed in any 
employment at all in past years. However, where 
a taxpayer was formerly in whole-time employ- 
ment which carried pension rights, he may be 
precluded from obtaining the increased mgxi- 
mum. There is a specific provision that thé 
increases are not to apply to any year of assess-, 
ment in which, in respect of whole-time employ- 
ment formerly held by him, either: 

(a) he receives any income under a sponsored: 
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superannuation scheme or otherwise pro-: 
vided for him by another person; or 

(b) he has a right under a sponsored super- 

annuation scheme to a pension which is not 
presently. payable (a ‘frozen’ pension). ` 

The provision for older people is contained in 
Part II of a new schedule to the Bill. Part I 
provides relief for what are called ‘two-job’ men, 
i.e. those who have earnings from two sources, 
one. carrying pension rights and the other not. 
THe FINANCIAL SECRETARY TO THE TREASURY 
explained the operation of Part I by an example. 
Assume a man with non-pensionable earnings of 
£5,000 a year and a pensionable salary of [4,000 
a year. He could get self-employed tax relief on 
£350 a year, that is to say, the full £750 a year 
minus 10 per cent of his pensionable. salary. In 
that way he could add to the salary pension a 
further pension appropriate to self-employed 
earnings of £3,500, to bring his aggregate pension 
up to the maximum appropriate earnings of 
£7,500. The example applies of course to a man 
not over 40 at the beginning of 1956. 

It is now possible for a self-employed person 
to obtain relief even where the premiums he pays 
secure him an annuity for a fixed term not 
exceeding ten years, whether he survives or not. 
Furthermore, he can provide a ten-year fixed 
term for his widow. Finally, the provisions 
against assignability have been relaxed so as to 
permit the taxpayer or his widow, as the case’ 
may be, who dies during the ten-year period, 
to assign the annuity by will. The assignee will 
not be permitted to claim earned income relief 
on the annuity. For estate .duty purposes, 
annuities under contracts approved under clause 


| 22 will be treated in the same way, with respect 


to aggregation, as life policies under Section 33 (2) 
of the Finance Act, 1954, whether or not the 
deceased had an interest. 

A back-bengher' amendment was accepted 
which allows the taxpayer to attribute to the year 
1956—57 the whole or any part of a premium 
paid before April 6th, 1958. This will allow ample 
time to enter i&to an appropriate contract without 
losing any relief. 

Some minor amendments of the profits tax 
provisions of the Bill were made. The two in- 
creases in rates imposed within a few months of 
each othér, coupled witli the provisions directed 
. against avoidance by means of declaring dividends 
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for past periods, gave rise to an anomaly. This 
was that excess dividends declared before the last 
Budget day in respect of periods beginning 
before the end of October 1955, would be treated 
differently according to whether tbey were 
actually paid before or after the beginning of 
April 1956. If they were paid after the end of 
March, the excess would be taxed at 30 per cent 
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instead of 27$ per cent. An amendment has now 
been made under which no penalty will attach 
merely because the dividend happened to be paid 
after the end of March. · 

. During the debate on the third reading, Мк 
MACMILLAN promised to study the problem of 
the ‘overseas trading corporation’, and also the 
whole structure of the entertainment duties. . 


SEVEN- YEAR COVENANTS TO CHARITIES 
INCIDENTAL BENEFITS 


come into existence every week and the total 

number exceeds 100,000. Of those which 
rely on voluntary subscriptions there can be few 
which do not take advantage of the system of 
taking angual payments under seven-year coven- 
ants. By the use of these, anyone with a tax rate 
not less than 8s 6d in the f, can secure that for 
every {11 10s he. pays out of his own pocket to 
a charity, the charity itself is able to recover from 
the Revenue another £8 xos, so that the benefit 


ee like ten new charitable trusts 


to the charity is nearly doubled. If he covenants _ 


to pay £20 annually he can deduct £8 10s of that 
without being liable to account for it to the 
Revenue, while the charity recovers the £8 тог 
_on the ground of exemption. The Exchequer pays 
out something like £4 million a year in this way. 

Although, strictly speaking, the covenantor is 
under a legal liability to keep up his payments for 
the full seven years, in practice, proceedings by 
charities against defaulters are unknown, for 
reasons which can well be imagined. 

The final report of the Royal Commission on 
the Taxation of Profits and Income, while not 
recommending any abrogation of the seven-year 
covenant system, did sound a warning note. 
against what it called “doubtful practices’. It 
added: 

‘cases have .оссштед of анон which offer 

subscribing members appreciable amenities so that 

the covenanted sum is in part a purchase of 
personal benefits. Obviously, the charitable con- 
cession is here misused... . It is as much a matter 
for subscribers and managers of charities as for the 

Revenue to see that ingenuities of this sort — and 

there. are. others which could be mentioned — are 

not resorted to. Far, if they become widespread, 

restrictive legislation would be called for’. • 


It is already well settled that not all cbvenanted 


e • 


payments are ‘annual payments’ which fall 
within Case III of Schedule D and from which. 
tax is therefore deductible. Where a periodical 
payment constitutes a trading receipt in the hands: 
of the recipient, as, for instance, an insurance 
premium, it is not a pure income payment and 
therefore tax is not deductible. It follows that 
where a charity carries on a trade, and rendérs 
services to its subscribers in the course of that 
trade, the sums they pay may not be pure 
income payments, but gross receipts against 
which the expenses of the charity have to be set 
off. Where the charity is not trading but never- 
theless gives some benefit in return for the 
covenanted payment, the law is not so clear. 

. In C.I.R. v. National Book League (The Times, > 
July 12th, 1956) the Crown appealed against a 
decision of the Special Commissioners allowing 
a claim by the League to repayment of tax 
deducted by members of the League from sums 
paid under seven-year covenants. The League, 
which is a charity, had premises in the West End 
of London, and issued a. brochure referring to 
them as 'your club' and calling the members' 
attention to the reading-room and dining-room. 
The Crown contended that the payments were 
made by virtue of a contract whereby the League 
undertook the annual provision of amenities. 
The Special Commissioners had held that these 
amenities could be disregarded on the principle 
de minimis non curat lex. 

Allowing the Crown's appeal, Улізет, J., said 
he found it impossible to accept the contention 
that the members paid subscriptions solely from 
„the motive of furthering the League's objects. 
"They obtained some of the advantages of a 
London club. The payments were not pure 
income paymentg in the hands of the League. 
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PRACTISING ACCOUNTANTS' 
WORK IN PROGRESS RECORDS 


by G. D. WHIPP, F.S.A.A. 


"(HE main purpose of time recording by 
partners, audit clerks and other classes of 
staff is to provide details of the time spent 

on work done as a basis for assessing the fees to 
be charged. 

Methods of time recording and job costing 
have recently been described and illustrated in 
an article entitled ‘Practising accountants’ costing 
' records’, ‘by Mr J. M. Tennent, A.C.A., in The 
Accountant, dated June 2nd, 1956. The views 
therein expressed on the necessity for such 
recording, and prompt posting from time sheets 
or diaries to clients’ job sheets, are worthy of 
emphasis. There are, however, the following 
additional points of detail which may be of 
interest in the operation of a time-recording 
system. 

According to the nature of the practice, it may 
be found useful for the staff to keep daily time 
sheets rather than the weekly sheets advised by 
Mr Tennent. When a practice is made up mostly 
of siall audits, or includes numerous tax and 
miscellaneous jobs, the prompt rendering of bills 
will be facilitated by the use of daily time sheets 
which are posted daily to clients’ job sheets. In 
the larger practices, however, when clerks' time 
is usually occupied in comparatively long runs, 
then.the use of daily time sheets would be 
wasteful. 

Time is generally recorded in hours, with 
fractions down to a quarter hour and, correspond- 
ingly, charges for time are made at а гаје рег 
hour. Fractions can be avoided by recording time 
in units of a quarter of an hour. Thus, instead of 
booking a seven-hour day, clerks would book 
28 units. Similarly, charges would be per unit, 
and Хт per hour would become 5s per unit. ` 

Clients’ job sheets may be filed collectively in 
some form of 'time ledger', or separately in the 
clients’ individual files - perhaps in the audit 
note-book for the corresponding period. While it 
is convenient to have the job sheet readily avail- 
able when considering the progress of an audit, 
there appear to be greater advantages in а gol- 
lective method of filing. In particular, posting 


from time sheets is considerably simplified when , 


all the job sheets are together. Provision should 
be made for а' current time ledger, containing 
job sheets representing work in progress. When 


work has been billed out, the job sheet so charged 
is removed from the current time ledger and filed 
away, either in a transfer binder or in the client's 
file. | | 
Inter-audit Time 

It is necessary to have a method of dealing with 
time spent on work after the rendering of a bill 
and before the commencement of the following 
year's aüdit. In some instances, such work may 
be of a special natute for which a separate bill 
will be rendered. In those cases, a new job sheet 
would be opened. For the majority of cases, 
however, the inter-audit work consists largely of 
tax matters, such as checking notices ,of assess- 
ment and demand notes, and occasional consulta- 
tions. The time spent on work of this nature is 
frequently carried forward for inclusion in the 
following year's audit time, and a separate bill is 
not rendered. Unless, therefore, the following 
year's audit job sheet is made out immediately a 
bill has been rendered, some form of job sheet is 


_required’on which the inter-audit time can be 


recorded. 

One method of solving this problem is to make 
out job sheets in duplicate at the start of an.audit. 
Тће original is kept in the time ledger and the 
carbon copy, preferably of a different colour, 
is filed in a folder according to the partner or 
clerk in charge of the work. When the audit is 
completed and the bill rendered, the original 
job sheet is filed as ‘dead’, and the copy is trans- 
ferred to the time ledger to accommodate any 
postings which may arise prior to the next audit. 
On the commencement of the next audit, a new 
job sheet and duplicate are prepared, and the 
opening entry on the original will be the inter- 
audit time brought forward from the old copy 
job sheet. 

'The informafion recorded on time sheets, in 
addition to being posted to clients' job sheets for 
billing purposes, can be put to further uses, of 
which the compilation of work in progress figures 
is perhaps the most valuable. - 


Analysis of Time Sheets 
Fig. 1 shows. a form of summary of time 
sheets on which daily or weekly totals for each 
Clerk are*entered. It is recommended that the 
totals should be enteréd in the same daily or 


. • 
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weekly operation as the postings to clients' job 
sheets. The primary purpose of the summary is 
to obtain periodical totals of time posted to 
clients' job sheets, that is, the 'chargeable' time. 
The time recorded is therefore analysed into 
chargeable and non-chargeable, and the latter 
may be sub-divided into more definite categories 
as desired, such as time off for study, sickness or 
holidays. 

The summary illustrated in Fig. 1 assumes 
the extraction of four-weekly totals, but the 
period could be varied to suit individual require- 
ments. In view of the balancing process described 
later, however, fairly short-period totals are 
advisable unless a mechanized time recording 
system is installed. 

The summary of time sheets therefore pro- 
vides a total of all time charged to clients for each 
four-weekly or other period, together with 
supplementary information concerning non- 
chargeable time. 


Time Billed Out 

The 'bil book' ruling illustrated in Fig. 2 
includes space to record the time spent on work 
billed out. This is the main concern of the sub- 
ject under consideration, but it may be of 
interest to note the provision of cash columns in 
which to enter the scale fee, the fee charged, and 
the resulting surplus or deficiency on each bill 
rendered. 

When a bill is prepared, the client's job sheet is 
totalled and the bill book entries made. Each 
clerk's time billed out is entered, so that at the 
end of any period there is available a total of all 
time billed out for each clerk. 


Work in Progress 

The totals of chargeable time (Fig. 1) and time 
billed out (Fig. 2) are brought together as 
shown in Fig. 3. Assuming that commencing 
work in progress figures are available, the work 
in progress at the end of a period can be calcu- 
lated. The final work in progress so obtained 
should agree, for each clerk, with the totals ex- 
tracted from the individual clients’ job sheets 
representing work not yet billed out. As pre- 
viously indicated, four-weekly balancing with the 
‘total account’ is advisable in a hand-posted 
system in order to maintain thè recordg ac- 
curately. 

Experience in the A TE of four-weekly 
figures as suggested has shown that a consider- 
able amount of usefal information is obtainable 


at a cost little in excess of that involved ih merely” 


posting from clerks’ time sheets to clients’ job 
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sheets. Standard analysis paper can easily be 
adapted to accommodate the rulings illustrated 
or alternatively, loose-leaf analysis books with 
sheets ruled in abstract columns are supplied 
by stationers. 

Probably the most vladi use of the figures 
is the provision of details of work in progress 
for the preparation of periodical income and 
expenditure accounts. It may not be necessary in 
many cases to go to the full extent of obtaining 
monthly expenses figures, but it is strongly 
suggested that few practices would fail to benefit 
from the review of monthly totals of gross fee 
income and salaries. The amount of work in 
progress, in itself, is a significant figure and with 
increasing costs all round, it is essential to watch 
the variations if excessive capital outlay is to be 


- avoided. 


Time Control and Budgets 


Fig. 1 provides the opportunity to examine the 
amount of ‘non-chargeable’ time. According to 
the extent of the analysis made, the reasons may 
be investigated and possible sources of wastage 
revealed. 

The records built up over a period also give 
experience from which future performances may 
be forecast. In general, it may. be said that the 
fee income of a practice arises from the staff's 


; time billed out. Thus, when the probable charge- 


able time expected to be worked in a future 
period can be estimated on the basis of past 
records, it is possible to obtain a reasonably close 
indication of the fee income for that period. A 
comparison of estimated future salaries and ex- 
penses with the fee income so obtained provides 
a guide to the future profit level, and to the need 
or otherwise for a revision of fees and salaries. 

It is hoped, in a future article, to consider in 
more detail the uses to which the work in progress 
and time records can be put. 

'There appear to be two striking features in 
operation at present which combine in a tendency 
to diminish the financial attractiveness of a life 
in practice. At one end is the virtually un- 
challengeable competition of industry for the 
services of newly-qualified clerks, which is forcing 
up the level of the salaries of senior staff. At the 
other end is the move towards the remuneration 
of articled clerks more nearly on commercial 
levels. It would surely be a retrograde step to 
reverse the latter trend to compensate for the 
fotmer. In such circumstances, the practitioner 
cannot ignore those facts and figures about his 
own business which he is often called upon to 
extract and interpyet for his clients. 
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COSTING OF INFORMATION SERVICES — II 


by Dr J. M. S. RISK, B.Com., Ph.D., C.A., F.C.W.A., A.C.I.S. 
Group Controller of Accounts, The Brush Group Ltd 


Defining the Activities 


"T T is just as well to know what one is trying to cost! 
[= may perhaps be a simple matter for a circulat- 
ing library where the issue and receipt of books are 
the only functions and the quantity can be readily as- 
certained, in addition to which the time taken is more 
or less the same for each item. An information service, 
however, has a number of activities with different 
kinds of output, and the time needed for each item 
may, vary substantially. 
What, then, are the type of activities one expects 
to find within an information service? Among the 
services given to the ‘customer’ there would be some 


or all of the following: . 
List A 
(1) Issue of books, periodicals, and reports from: 
the library stock. 


(2) Circulation of current periodicals. 

(3) Preparation and issue of an information 

bulletin. 

(4) Obtaining books etc. from outside sources. . 

(5) Providing bibliographies. 

(6) Providing translations. 

(7) Answering other inquiries. 

In addition, there has to be much work done before 
the staff is in a position to provide the various 
services, and we may expect that the information 
staff will be engaged on some of the following types 
of work: 


List B. (1) Acquisition of new books, journals, and 


reports etc. whether on request or by own 
selection. 

(2) New items classified, 
indexed as required. 

(3) Review of journals; abstracts made as 
appropriate. 

(4) Keeping all stock in good order; arranging 
for binding of non-current periodicals. 

(5) Preparation of expense budgets and review 
of actual expense; investigation of differ- 
ences. 

(6) Special investigations on methods. of 
handling library stock;, research into 
classification; indexing, etc. _ 

List A refers to transactions with the users of 
information, and the aim will be to achieve the 
maximum number of transactions in this category 
for the minimum amount of work under the jtems 


catalogued and 


Theconclusion of a paper delivered to the annual conference 
of the Association of Special Libraries and Information 
Bureaux on June 3rd, 1956. Mr B. Agard Evans, M.sc., Chief 
Librarian, Ministry of Works Library, was in the. chair. 
The paper will be reproduced in the November 2956 issuee 
of Aslib Proceedings. 


in List B. Theoretically, it would be conceivable 
for an information staff to spend its entire time on 
List B items, thus being very busily occupied, but 
without fulfilling the purpose for which the service 
was established. 

This leads to another point, namely, that we аге 
concerned in this paper merely with the cost of 
providing the service and not with the value of the 
information purveyed. А similar situation arises 


‘relative to hospitals, where one could ascertain the 


cost of keeping a patient in a bed per day, week, etc., 
but the value of the treatment to the patient and to 
the community in general is extremely difficult to 
measure. 

It is essential to define closely the limits of each 
activity so that one may appreciate precisely what is 
covered by each set of cost figures. Moreover, if it 
is hoped to compare the costs of different information 
services it is important to achieve the same definition 
for each; this is not always an easy matter, for the 

e of service and surrounding conditions can and 
do vary widely from company to company. If this 
is not done, there is every chance of wrong conclusions 
being drawn through comparing cost figures relating 
to unlike circumstances. 


Units of Output ' 


It will be clear from a superficial glance at List A 
activities that there is no one common unit by which 
to record the quantity of work done; one cannot add 
the quantity of books loaned to the number of 
translations done, and consider the result of the - 
sum in the same way as one could in referring to 
the total of different batches of beer. Taking each 
item separately, however, one could keep a useful 
record of the number of books issued and returned, 
and the number of journals circulated or number of 
readers thereof serviced. 

Possibly it would be a useful indication of ork 
done to keep a note from period to period of the 
number of lines of translation achieved in each 
language. Here there is a problem in that passages 
will vary intrinsically in difficulty while the trans- 
lator’s skill may well change from one language to 
another. 

In assessing the volume of work done, it may be 
found that only a small part of the staff’s time is 
taken up by activities for which it is difficult to find 
a unit of output, and it is probably the case that the 
more important and more frequently done the action, 
the gasier will it be to discover a suitable yard-stick. 

Пе tack of a common unit of output is not con- 
fined to List A and a similar difficulty arises in 
teviewing the items in List B, which although not 
composed of direct services to ‘customers’ is never- 
theless valuable work of which one would like to 
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know the cost. The trouble is that the amount of 
work involved in each kind of task varies from one 
item to another. 


The Standard Hour 


A aidon to the problem is found through. the 
accounting device known as the ‘standard hour’ 
which is the measure of the work a normal person 
can do under satisfactory conditions and at a com- 
fortable pace within sixty minutes. The standard 
hour is a unit of work and not of time. 

- The amount of time needed to do a given task, that 
is, the amount of work involved, is best established 
by the techniques of work study, involving the use of 
a watch or one of the predetermined motion-time- 
systems. It is doubtful if there is any form of human 
activity which would not benefit from work study, but 
even persons without specialist training may be able 
to establish usable yard-sticks from past records and 
some observations of the different operations. 

It should be possible to say how many books 
can be comfortably issued in an hour, allowing 
for normal personal requirements and a reasonable 
amount of rest within the hour. Supposing for the 
sake of example it was found from past experience 
and current observations that ro books could be 
issued in one hour, taking into account the work 
inyolved in the particular case. Then if 300 books 
were issued in a week, that would be equivalent to 
30 hours of work at the standard rate, or more 
briefly, 3o standard hours: Obviously the number of 
books which can be issued in an hour will vary 
widely, according to circumstancés. `` 

Methods of circulating periodicals differ ap рр. 
ably but here again one can establish the number of 
periodicals which can be ёа with in a week or 
other period, or alternatively the number of users 
who can be serviced, and so one can calculate that 

x’ periodicals (х may be greater or less than one) 
can be dealt with in one hour. Accordingly, a record 
oft the number haridled in a period can readily 
be converted into standard hours of work done. ` 

The great advantage of this procedure is that one 
can then add together the standard hours produced 
by the book-issuing section to the standard Hours 
produced by- the section dealing with periodicals; 
and this can be done even though different persons 
аге engaged on these tasks whole-time or part-time. 
- Itis not suggested that all activities lend themselves 
readily to this procedure, but it is thought that the 
major ones will yield to investigation. Where only a 
small amount of work is done of a particular type, 
say translation work, it may prove sufficiently accu- 
rate to add to the standard hours of work produced 
in other sections the total clock hours devoted to 
translation work in the given period. 

That techniques used in the factory, such as wotk 
study, may with profit be used in the library is also 
suggested by an entry in The Journal of Documentatiort, 


referring to the potential use of work sampling for • 1,865, 


the evaluation of library jobs, peony in bringing 
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about a proper distribution of work between .pro- 
fessional and non-professional staff. 


The Volume of Work 


By the method outlined in the previous section, it is 
possible to compute the volume of work handled by 
the information staff each four-weekly or other 
period, the output being expressed in terms of 
standard hours. 

Any marked ‘change in the volume of standard 
hours achieved may point to the need for additional 
staff or alternatively a dropping off may reveal the 
possibility of transferring staff temporarily to other 
work. 

If one compares the standard hours produced with 
the hours worked by the information staff in the 
period, a useful ratio is found, as follows: | 

Standard hours produced ETE 
Hours worked by staff МИРА SU PURUT 

If all the work done by the information staff can ђе 
evaluated in terms of standard hours, sò much the 
better, but if this does not seem immediately feasible 
then the rate of output percentage will pormally ђе 
less than 100 (which is not a state of unattainable 
perfection but the normal figure when all work can 
be converted into standard hours). — · 

Let us suppose that the rate of output is found to 
be about 70 per cent. Then if it drops it may indicate 
that some new member of the staff is in need of 
further training, or perhaps that the nature of the 
work has become more difficult. (In theory, this 
should not make any difference if the standard hours 
of work per job had been fixed by work study methods, 
but we have assumed that the setting of standard 
hours has been done on a somewhat broad basis.) - 


Indirect Work 


So far we have been discussing the items in List A 
which уаз work done directly for users of the infor- 
mation service. In as much as some items in List B 
are of.a repetitive nature, it will be possible to assign 
standard hours to such work, and .so to find a total 
of standard hours of useful, indeed essential work 
which has to be done, but which does not represent 
services rendered directly to the ‘customers’. 

In addition, one may add together the standard 
hours of direct and indirect work во obtaining a 
figure of the total standard hours of work produced 
each: period. This again is a useful measure of the 
activity of the snformation department. 

For example, the total standard hours of work over 
a period of four weeks would be calculated on the 
lines indicated at the top of the next column. 


Thé Cost Per Standard Hour 


"The paragraph "Measuring total cost’, dealt with the 
total expense of the information service. If one now 


!Rohlf, Robert H. ‘Library Management Aid, Library 
Journal, Vol. 79, No, 18, October 15th, 1954, pages 1,860— 

queted in The Journal of Documentation, Vol. П, №. 
1, March, 1955, page 51. 
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р No. per Hours of | 
Direct Work Quantity Std. hour “Work 
Issuing books .. 
Circulating 
periodicals 
Other direct work 
item by item 
Total direct work 
Indirect work 
Acquisition of new books etc. .. 
Items classified etc. 
Abstracts made 
Total indirect work 
Total standard hours for period «. | 


divides that expense by the ‘total standard hours 
produced, the result will be a cost per standard 
hour of work, which can be compared from period 
to period. 

It should, however, be emphasized that unless 
the setting" of standards is done by proper work 
study methods, it is dangerous to compare the cost 
per standard hour of one information department 
with another. 

' Planning the Work Load 

Because the use of the standard hour enables one to 
express different types of work in a common measure, 
it 18 possible to work out in advance whether a given 
increase in various types of work can be dealt with 
by the existing staff, or whether an increase will be 
necessary. Moreover the effect of peak loads of work 
at various times of the year can be forecasted and 
special steps taken to engage temporary staff or to 
plan for systematic overtime working, rather than to 
have to adopt extraordinary measures at short 
notice. 


. Budgetary Control 


From forecasts of users’ needs and from records of 
standard hours of work produced in earlier periods, 
it should become practicable to estimate the number 
of standard hours of work required in a given future 
period. For this amount of work, one can then esti- 
mate the expense needed to achieve the budgeted 
number of standard hours. On dividing the budgeted 
expense by the forecasted standard hours, one 
obtains the budgeted cost per standard hour. 

As each accounting period goes by, the actual cost 
per standard hour of work done can be compared 
with the budgeted cost. Differences may be due 
either to the standard hours produced varying from 
the estimated number, or to the ectual expense 
being different from the budgeted expense. «This 
represents a simplified form of budgetary control 
as compared with that generally practised in industry. 

The cost of information built up in the above 
manner will be found*useful in forecasting the staff 
and expense needed to set up a new information* 
service or to extend an existing one. : 
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CONCLUSION 
Use of Cost Data _ 


It may well seem to those who operate an information 
service with a staff of one person that the accounting 
processes described above are of an unnecessarily 
complex nature. Yet if an information officer is 
providing a useful service there will be a tendency 
for demands on him or her to grow, quite apart from 
any increase required by the expansion of the com- 
pany, and there must come a time when he feels that 


. he is overloaded through sheer incapacity to cope 


with the volume of work. It is at this point that he 


1 Payments to or for staff 
eekly paid .. vi 
Monthly paid .. 
National insurance... 
Pension contributions by 
company га 
Other items 


2 Charges for materia 
Books .. ine 
Reports etc. 
Periodicals 
Stationery is 
Other materials 


3 Outside services not else- 
where classified 
Binding of periodicals 
etc. .. "s Es 
Postage .. es 
Travelling expens 
Repairs to furniture and 
equipment etc. 


4 Payments for information 
_§ External payments for pro- 
tection, continuity and de- 
velopment 
Insurance premiums . 


6 Charges for the use of 
facilities 
Depreciation of furniture 
and equipment 5 
Depreciation of office 
machinery 


• 
~ Financial charges 
e Interest on capital in- 
е vested in assets - 


£ 
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may wish he had' kept the records which would 
show statistically how his work had expanded and 
hence the need for, and the value of, additional 
„staff. If this argument applies to one-man services, 
it applies with increasing force to larger information 
departments. 
Future Needs 

The increasing scale and complexity of industry 
today depend to an ever greater degree on knowledge- 
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able direction for efficient results. There is no doubt 
that information services will have a still more 
important role to play in the future. It seems only 
right that this service should itself be organized on 
a systematic basis and this must include data on the 
cost of the service given. It has been the aim .of this 
paper to try to show how one may set about the 
е of measuring the cost of information services. 
(Concluded.) 


WEEKLY NOTES 


The Institute of Municipal Treasurers and 
Accountants! Examinations 


A total of 711 candidates sat for the examinations of 
the Institute of Municipal Treasurers and Account- 
ants held last May, and of these, 35 per cent were 
successful. In Part A of the Final examination, 123 
candidates (39 per cent) passed, while 49 (36 per cent) 
were successful in Part B. There were 258 candidates 
for the Intermediate examination, of whom 77 (30 
per cent) were successful. 

Places and prizes will be awarded on the combined 
results of the May examinations and those to be held 
next November. À list of the successful candidates in 
the two parts of the Final, together with a summary 
of the complete results, appears elsewhere in this 
issue. 


'The Professions and Taxation 


The plight of the professional classes under present 
high taxation, with the difficulty of providing for 
retirement, was the main theme of the address 
delivered to the annual meeting of the Bar Council 
by its chairman, Sir Hartley Shawcross, Q.C., МР. 
He said there were no attractive 'top-hat' pension 
schemes available for the self-employed professional 
man, as there were for the higher executives in the 
commercial and industrial world, nor were there the 
pension schemes which often existed for lower-paid 
workers, with considerable contributions from tbeir 
employers. On the other hand, taxation was so high 
that the professional man, with all sorts of expenses 
which were not allowed for tax purposes and with 
family responsibilities, could not now hope to save 
up against his retirement. 

Sir Hartley spoke of the consequent drift of the 
best talent away from the professions. At the Bar, 
men who might well have become judges had left 
to take pensionable employment, for the sake of 
their families. It would be a sad day for the country 
when everybody had to plan for safety and take a 
secure, salaried and pensionable job. He said that the 
Bar Council had expressed to Mr Macmillan. their 
disappointment at the pension provisions in the 
original draft of the Finance Bill. The revised 
provisions did go some way, although by no means 
all the way, to meet the recommendations judicially 
arrived at by the Tucker Committee and the Royal 


— 


Commission. 'T'hey still fell far short, especially in the 
case of the professional man who did not have the 
backing of business capital. 

The Attorney-General, who also spoke, painted a 
gloomy picture of average earnings at the Bar at 
the present time. 


Profits Tax: Distribution by Liquidator 


A lacuna in the legislation dealing with distributions 
in relation to profits tax has been disclosed by the 
decision іп C.I.R. v. Pollock. and Peel ([1956] 2 All 
E.R. 776). 

In November 1952, a company whose two directors 
were the only shareholders, capitalized £28,056 by 
means of an issue of bonus shares. In October 1953 
it went into voluntary liquidation for reconstruction 
purposes and all its assets, with the exception of a 


‘cash sum, were transferred to a new company in 


return for shares which were distributed between the 
shareholders of the old company. The option pro- 
vided for by Section 36 (4) of the Finance Асе, 1947, 
was claimed. The liquidator discharged the old com- 
pany’s liabilities and paid the balance of the cash sum 
(£15,030) to the shareholders in proportion to their 
holdings. The Revenue assessed the old company to 
profits tax on the basis that the £15,030 was a 'repay- 
ment or return of share capital’, and thus, deemed by 
Section 31 (1) (5) of the Finance Act, 1951, to be a 
‘gross relevant distribution’ within the meaning of 
Section 35 (1) of the Finance Act, 1947. : 

Upjohn, J., held that the £15,030 was a distri- 
bution of the company’s assets in liquidation, which 
was not a repayment or return of share capital within 
Section 31 (5) of the Finance Act, 1951. His lordship 
ћеја further that if it had been such a repayment ог 
return, and thus a ‘distribution’ for the purposes of 
Section 35 (1) of the 1947 Act, it still would not have 
been a ‘gross relevant distribution’, because it was 
excluded by Section 35 (1) (c), as a distribution of 
capital. 

Taie High Court the Crown sought to have the 


case.remitted to the Commissioners for the liquidator 


to determine how much of the £15,030 represented 
capital and how much represented income, but his 
lordship held that such a task was a virtually im- 


*possible 6ne which the liquidator was under no duty 


to perform. 
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Lower Hire-purchase Debts 


During May, the latest period for which figures are 


available, hire-purchase debts outstanding fell by 
over 2 per cent. According to the new series of 
issued by the Board of Trade, the combined debt 
due to retailers and finance houses at the end òf May 
was то per cent lower than at the end of 1955. In 
round figures this meant a drop from £450 million 
405 million. These statistics, however, do not 
include debts owed on credit sale agreements which 
are thought to have increased notably since the terms 


for hire-purchase were made more stringent by the . 


Chancellor of the Exchequer in February. 

New. hire-purchase credit given by finance houses 
went up 12 per cent between April and May due 
mainly to the seasonal increase in car sales. Furniture 
sales by hire-purchase increased slightly on the 
month but. they were very mych lower than in the 
closing months of last year. Hire-purchase sales on 
hardware, radio and electric goods were as much.as 
бо per cent down on December 1955. New advances 

y finance houses are thought to have been rising 
since March but since the value of new business is 
almost certainly less than it was towards the close 
of 1955, the total debt owing to such institutions is 
probably still falling. Owing to the steep decline in 
hire-purchase business in the autumn of 1955 it will 
take a substantial rise in new business to offset the 
effect of last year's drop on the trend of total hire- 
purchase indebtedness. 


Exports Keep High 

Provisional estimates for June put exports at just over 
£276 million. If allowance is made for the delivery 
of the Empress of Britain, the drop compared with 
.May was only some {2 million. The monthly average 
for the second quarter of this year was 5 per cent 
higher in the first quarter and the figure for six 
months shows the very satisfactory increase of. 14 
per cent on the same period of 1955, although the 
figures for this period last year were affected by 
strikes. Part of the improvement has been due to a 
rise in export prices. 

There was, however, ari abrupt increase in imports 
to just over £340 million. If allowance is made for 
£12 million of re-exports the trade deficit for the 
month works outat £52 million. This compares with 
a provisional average deficit for the second quarter 
of £45:8 million but it is better than the average for 
the first quarter which was £56-2 million. у 


The Pace of Productivity 
According to a pamphlet called Policy and Progress, 
1955-56, issued by the British Productivity Council, 
industrial productivity in this country increased by 
2j per cent in 1955. This was about $ per cent less 
than in 1954 and 1953. The figure gives little ground * 
for 0.5 although it is true that the output per, 
head in this country is still the highest in Europe. 
‘The slight decline in productivity is ominous. It wall 
be recalled that 1955 was a year of high investment 
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and it should have been.a time when productivity 


„was increasing, not declining. The initiative in 


raising productivity, according to the pamphlet, lies 
mainly with manufacturing industries and the Council 
has increasingly turned its attention to: office work, 
agriculture, administration, transport and retail. 
Тыз is a change of emphasis which is to be en- 
couraged. It. із becoming increasingly apparent that 
two of the industrial sectors requiring most attention 
to raise their efficiency are transport and retail 
distribution. The transport system has been starved 
for several decades of an adequate supply of capital 
and this, rather than the comparative inefficiency of 
certain grades of labour, is the critical factor on the 
roads and on rail. The retail system continues to be 
hampered by a multiplicity of inefficient outlets and 
rigid margins. Indeed, it is only too apparent that 
much of the gain in industrial productivity is 


Есад in the distribution of goods. 


Trend of Materials Prices- 
During June, raw materials prices fell slightly. The 
Board of Trade index of. basic materials (June 3oth, 
1949, equal to оо) stood at 155-2 which was almost 
identical to thé level at December 1955. Over the six- 
month period there was a slight increase at first but 
the index finished last month where it had started the 
new year. During 1955, the index increased by 6:1 
per cent. There is thus an indication of greater 


: stability so far this year — a state of affairs in marked 


contrast to the continuing upward movement of wage 
rates. It has been announced incidentally, that from 
a date in 1958 to be announced later, the Board of 
Trade index numbers of wholesale prices will be 
replaced by a new series taking average 1954 prices 
a8 their base. 

Index prices always have the limitation of being 
based on averages which may hide wide variations in 
individual movements. At the moment, however, 
underlying the Board of Trade’s index of basic 
materials prices is a notable cheapening of key basic 
commodities. Some of these have hardened since the 
beginning of July but they are well below the peak 
levels reached earlier this year. At just over [290 а 


ton copper has fallen by over £145 a ton since March. 


Lead and zinc are 1o per cent down on their January 
prices, and tin is down by 17 per cent. Rubber has 
dropped by 30 per cent over the same period. There 
is a limit to the drop which can occur in such com- 
modities as lead and zinc since they are still supported 
by the American stockpile. ‘It is not likely either that 
the recession in industrial activity throughout the 
western world will be severe enough to lower the 
price of copper or.any of the scarcer metals much 
below: present prices though certain types of steel 
„might well come down if a glut develops later. this 
year. There are definite indications, however, that the 
balance of payments and industrial costs. in this 
country are going to benefit in 1956 from a lower 
level of commodity prices. Official statistics s suggest 
that. this benefit hus already begun. : 
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FINANCE AND COMMERCE 


The stock-markets are now well into a three-week 
account, which will cover the August bank holiday. 
Business remains generally thin but some selective 
buying of oil and. shipping shares and some small 
investment demand for Government stocks provides 
a veneer of firmness. 


For Charity 


А few weeks ago, one of our readers (а lady, forsooth) 
regretted that we had not been outside the subject 
of public companies for. some time. Would we 
occasionally reproduce the accounts of a charity? 
Actually, we thought we might be overdoing the 
‘outside’ subjects, but when a lady asks, well, there it is. 

And it so happened that a little while later, Mr 
S. M. Drage, A.C.A., invited us to take notice of the 
1955 report of the Brady Clubs and Settlement 
which from the foundation of a boys' club sixty 
years ago in East London has developed a wide 
range of social and charitable activities for the care 
and development of body and soul: cultural activities 
and handicrafts, sports, a holiday home, old peoples' 
care, etc. 

Mr Drage suggests that despite the well-known 
conservatism of charities, it is a 'quite up-to-date 
. report’. With which we agree because those respon- 
sible have, with good layout, description and 
pictures, produced something to catch the attention 
and that is what a work of this nature needs. 

You may be surprised at the amount of information 
shown on the detailed income and expenditure 
account, he says, but it is found that public bodies 
who grant aid, as well as many individual subscribers, 
appreciate these small particulars. 

No work of this sort with three large buildings, 
playing fields, and a multiplicity of activities, can 
carry on without professional help but on the other 
hand it is fundamentally a labour of love, and the 
honorary treasurers, solicitors, auditors, the host of 
voluntary workers, the subscribers, even the firm that 
donated the paper for the report and the advertising 
agents who devised its layout, are given honourable 
mention. 

We reproduce the accounts this week, including 
the ‘look-back’ over fifty years from the treasurers’ 
report. | 


\ 


‘Out of the ‘‘Blue’’’ 
Reckitt & Colman Holdings Ltd, after operating for 
two complete years under the present set-up, now 
provides comparative figures. This company has 
come a long way from the washing blue and mustard 
that became household names and, incidentally, 
built up family fortunes. The latest move is into the 
paint industry through the acquisition of the capital* 
of Sissons Bros. & Co, of Hull, the Reckitt & 
Colman headquarters town. 
With this year's accounts, shareholders are given 


an interesting description of the company's American 
• . 


end, the R. T. French Co, in a report on the thirty 
years since its acquisition. Тће American market 
was previously covered from a New York office and 
a small staff of salesmen. ‘But it soon became apparent 
that in such a vast market, sales progress would be 
disappointing by American standards unless some- 
thing radical could be done to step up the pace.' Pur- 
chase of a going American concern that was patently 
on its way up (but not so far up that it would be too 
expensive) seemed the best solution. 

'The booklet on R. T. French gives a close idea 
of the extent to which automation has been adopted 
in the U.S.A. so that virtually all routine, non- 
creative operations are carried on by electronically 
operated machines, tended by a 'relative handful 
of employees’ – and, in the office, electronic com- 


puters. 
Nutcracking 


Most of us know that feeling of triumph when the 
kernel of the Brazil nut has been extracted from its 
shell whole and entire. More often, the object of 
the nutcracker exercise eludes us and the delicious 
morsels have to be dug out from fragments of shell. 

On a commercial basis, however, the job is pro- 
perly organized. Gill & Duffus Ltd, in cocoa and 
chocolate, has installed a new Brazil nutcracking 
plant which, one may presume, does the job perfectly 
every time. What it cost, however, is lost within a 
total increase of £271,584 to £878,155 in plant and 
machinery, the figure including improvement to the 
cocoa mill at Hull and renewals and replacement 
not properly chargeable to revenue. 

Mr J. 1. Murray, the chairman, draws attention 
to the substantial fall in the price of cocoa which had 
to be faced last year. In January 1955, the price was 
between £375 and £400 a ton. By December, it was 
down to £250, and the decline left consumers with 
stocks at considerably higher prices which, because 
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Extract From Treasurers’ Report 











1905 1955 
EXPENSES £ £ 
Salaries and Wages 26 4,028 
U is of buildings 109 3,682 
Club activities 16 1,963 
Administration, rent, Interest 135 1,372 
Depreciation — 784 
£386 £11,829 
INCOME 5 
Subscriptions and donations 310 1,687 - 
Brady Ball—on account$ ~~ 3,000 
Grants frgm LC.C. -— 1480 
Members’ contributions 5 440 
£369 £8,307 
. DEFICIT à 17 3,522 
- Loss: recelved from pravious year's Ball anB interest 2,928 
• è ——— 
1,494 
• — 
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consumption was falling, could 
only ђе worked off gradually. - 

The report and accounts this 
time are submitted in a new 
form designed to give a clearer 
picture of what the company’s 
business actually is and the kind 
of assets it possesses, 


· No Receipts 


· The subject of a letter to The. 


Financial Times caught our atten- 
tion as a matter likely to be of 
interest to accountants. It was 


from a reader who had noticed · 


that one of the big public 
companies, when settling its 
accounts by cheque, informed its 
suppliers that *No receipt of any 
kind is required’. 

The point made by the writer 
of the letter was the time and 
expense that could be saved if 
the busimess world generally 
adopted this idea. Is it possible, 


he asked, that the general - 


insistence on stamped receipts 
for cheque payments has become 


a business fetish that could well l 


be thrown overboard. 

The writer left the name of 
the company unstated but indi- 
cated that it was a very large 
concern and ‘undoubtedly’ well 
advised in its accounting and 
legal departments’. 

It seemed a matter of sufficient 
importance, however, for us to 
look further and we found that 
the company to which this 
reference was made was none 
other than J. Lyons & Co 
-Ltd, the company which, with 
‘Leo’, the electronic computer, 
is leading the way into the 
electronic age. | - 


Money Market 

Raising the bid to £98 15s 1d, 
the market caused а sharp 
reduction in the Treasury bill 
rate on July 13th. The average 
rate was £4 195 9:87d per cent 
‘compared with £5 15 1:840 per 
cent the previous week. Only 
£270 million of the £280 million 
of bills offered were allotted 
with applications totalling 
£433,925,000. At the higher bid 
ihe market obtained, бт per cent 
of requirements. This . week's 
offer is £270 million. 


BRADY CLUBS AND SETTLEMENT 
DETAILED INCOME AND EXPENDITURE ACCOUNT 
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BRADY CLUBS AND SETTLEMENT 





BALANCE SHEET AS AT 3ist DECEMBER, 1955 ' 











1954 CURRENT LIABILITIES AND Furniture 
£ PROVISIONS £ £ £ 1954 FIXED ASSETS Fres- Leare- and 
486 Accrued Expenses- ` 426 А hold hold Equipment 
60 Мауог of Stepney's Fund 0 37313 At cost 23,019 11,486 3,009 
3,703 Loan—Jewlsh Youth Fund 3,617 i 
б ess: 
Str Louis Sterling's Fund 1,000 Accumulated Depreciation 
т - Less: Transferred to |. & E. Account 250 = 12,057 and Amortization 7,365 4,139 1,336 
: 7 —— 4,853 25,256 £15,654 £7,347 £1,673 24,674 
735 RESERVE FOR REPAIRS 735 = t D e S 
L.C.C. Grant towards repairs (Balance) 380 
—— LS CURRENT ASSETS £ 
25292 GENERAL FUND (see below) 23,808 222 Stock of Foods, Fuel and Railway Tickets 178 
SPECIFIED FUNDS (ee below) 538 Sundry Debtors and Payments in advance 138 
5 OW, Cash at Bank on Deposit and Current Account 
135 Caroline Franklin . | 140 : 1,785 and Im hand | 1,845 
890 — Hostel Fund Я у 924. 4,800 Investments In Government Securities ` 4,305 
300 Mrs K. Levy 300 и 
— 1,364 
——— ад А . —— (7 meres 
£32,601 А £31,140 | £32,601 £31,140 





NOTE: The balance of £380 remaining out of the L.C.C. Grant for repairs to Skeet Hill House will 
be applied during 1956 towards a total of about £1,150 to be expended on repairs to the house, 
Approximately £2,200 will also be expended on repairs to the Girls’ Club. , 


GENERAL & SPECIFIED FUNDS 








General Caroline Franklin Hostel Mrs K. Levy 
у Memorial 7 
. £ £ £ £ 
Balance as at ist January, 1955 25292 135 890 300 
Add: Cash recelved — further on account of 1954 Ball 2,000 — — — 
Interest on Deposit Account and Investments 108 5 34 — 
27,400 140 924 300 
Less: Deficit from General Income and Expenditure Account 3,592 — — — 
£23,808 £140 £924 £300 
GENERAL INCOME & EXPENDITURE ACCOUNT 
FOR THE YEAR ENDED 31st DECEMBER, 1955 
| 'INCOMB 
EXPENDITURE 1954 - * 
и Defi ransferred fi Detailed 1 d ў = 
cits t er rom Detaj псоте an 
Subscriptions and Donatlons Including £373 Income 
£ Expenditure Account £ £ 1,402 Tax on Covenanted Subscriptions 120) 
2,559 Girle Club 2,588 100 Donations from Parents’ Association , 80 
2,920 Boys Club 2,949 10 Donations from Old Boys’ Association 60 
1,034 Country House 1,375 — Donations from Old Bradians 7 
13 $ | 6,912 3,000 Brady Ball—on account of 1955 Ball 3,000 
66 Printing and Stationery 73 31 income Tax Recovered — 
84 Loan Interest—lewlsh Youth Fund 82 Transferred from Balance Sheet— 
23 Equipment из |“ Sir Louis Sterling's Fund (part expended) 250 
209 Interest as Rent—Country House 209 3,161 Deflcit transferred to General Fund 3,592 
25 Rent—Boys’ Club 25 
2 Sundry Expenses 2 
Depreciation and Amortization— 
368 reehold Property 368 А 
230 Leasehold Property 230 
184 Furniture and Equipment 186 
£7,704 £8,200 £7,704 š £8,200 
REPORT OF THE AUD[TORS 
Wea have examined the books of account, regprds and vouchers of the Brady Associated Clubs, and 
have satisfied ourselves chat the annexed Balangp Sheet and Income and Expenditure accounts are 
in accordance therewith, 
We have verifled the Investments and obtalned certificates of tha bank balances. 
aren С ита : Chartered A 
E hancery Lane, rter ccountants, * 5 |. 
ndon, W.C2. BASIL HALLETT Е со. Hon. Auditors. 


15 June, 1956 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Classification and Coding 


Sir, ~ If I may be permitted to offer a few comments 
on the editorial of July 14th, ‘Classification of 
accounts: advantages of a coding system’, I -should 
like to explain that, thinking the subjects of classifica- 
tion and coding to be ones which might not have 
been studied in detail by many accountants (although 


almost every accountant uses codes of some kind), . 


I repeated certain definitions as an aid to the reader, 
hoping that this would not prove too tedious. 

The second point raised in the final paragraph of 
the editorial is, in my view, d very important one. 
May I.say that I regard the occasional paper on 
The Classification and Coding of Accounts as providing 
no more than the principles to be used for the frame- 
work or skeleton on which one may build a complete 
accounting “system. I have tried to give the principal 
‘bones’ which can. be. put together to form an 
appropriate integrated and articulated system. How- 
ever, when one tries to apply. these principles of 
construction to an individual business, the skeleton 
has to be clothed in flesh and provided with all the 
organs needed to complete it. 

The manner in which the accounting information 
reaches the organism and circulates within it, may 
be likened to the blood-stream and I feel that this 
has to be created specially for each kind of business 
or undertaking, although common principles should 
be available in this connection. 

It is because of the wide variation in the activities 
from one business to another that it is difficult to 
put forward a standard list of expense accounts 
which would be applicable to all types of cost centre. 
Moreover, the importance of each cost centre varies 
from one firm to another and it is here, perhaps, 
that the skill of the accountant comes into play in 
making the most fruitful and yet economical grouping 
of expense accounts and cost centres for the individual 
business. | 

Were one to provide а full set-of expense accounts 
for every cost centre, the volume of posting might 
be so great as to make the system quite impracticable. 
While not wishing to pose as an expert on electronic 
book-keeping machines, it occurs to me that the 
ability of such machines to cope with a vast amount 
of detailed information may help to overcome the 
difficulty just mentioned. è 

The manner in which the accounting data is 
processed — for example, the treatment of composite 
expense accounts and cost transfers, etc. — із а 


matter of some complexity in actual practice and, 


‘the paper which уой reviewed was not intended to 
do more than suggest the framework and could nêt 


provide, by any means, an answer td the many 


detailed problems arising when instituting a complete 
accounting system in a given company. 

May I point out one amall amendment on the last 
line but one of the penultimate paragraph on page 30 
of the issue dated July ‘14th, where the word 
‘objective’ should read ‘subjective’. 

"Yours faithfully, ` 

London, SWr. J. M. S. RISK. 


[We thank our correspondent. The word should, of 
course, be ‘subjective’, as he says. – Editor.] 


The Audit of the Future 


Sir, - The article ‘North American Commentary — 
LXX?! in your issue dated July 14th, contains а 
paragraph which cannot pass without comment, 
namely Professor Byrd's report of the views of 
Mr A. Carl Tietjen, C.P.4., on the audit of the future. 

Тће costly junior time referred to is no reason for 
revising views on what is reasonable in connection 
with an audit. ` . 

The performance of detail work on parts of the 


'audit every second or third year has disadvantages. 


Two disadvantages come to mind immediately: 


(1) The danger of the client's staff becoming aware 
of the rotation of work. 

(2) The removal of the knowledge of the client's 
staff that sorñe part of their work will be checked 
in the course of one year. Although the fact that 
the auditor might check work in detail may 
offset this disadvantage to some extent. 


The planning of an audit over the course of 
several years causes the following question to arise: 
Has the auditor the right to assume that he is going 
to be the auditor for more than twelve months? In 
actual fact, auditors do continue in office year after 
year, but they cannot assume this out of hand. 
Therefore, his work in any one year must be complete 
in itself. Whilst if an auditor considered a detailed 
cash audit necessary one year, it is difficult to . 
appreciate why it is not necessary the next year, 
assuming the system to be the same for both years. 

'The solution would therefore appear to be the 
obvious one. А reduction in the amount of detail 
work for the year, combined with an inquiry to 
discover whether or not the client's system is working 
properly. The practice is therefore consistent year 
by year, and is more reasonable. Alternatively, there 
might be something to be said for rotating the 
amount of detail work on parts of the audit each year, 


"but not its complete absence, as suggested by Mr 


Tietjen. This cannot be entirely satisfactory in view 
of the auditor's year-to-year refention and is not 
consistent from one year to the next year, although 
it is consistent over a number of years. 

= • 
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If Mr Tietjen’s motive is to make the audit 
profitable in spite of rising salaries, the suggestion 
does not provide a solution to the problem of the 
small audit where there is little or no internal check. 
The only solution in this case, is to increase the 
audit fee, 

Yours faithfully, 
Liverpool, 23. J. D. WILSON, A.C.A. 
Company Meetings: Minutes 
Sm, – As a student, I would be interested to know the 
answer to the following problem: 
Where the minutes of the annual general meeting of 


a limited company have not been signed at that - 


meeting, when is the correct time for the chairman 
to sign them? 

Section 145 (2) of the Companies Act, 1948, says 
that they should: be signed by the chairman of the 
meeting at which the proceedings were had or by 
the chairman of the next succeeding meeting. 

This would appear to leave him the option of 
signing them at the next board meeting, at the next 
annual general meeting, or when the secretary has 
written them up and presented them to him. 

Yours faithfully, 
London, N10. BRENDON PARKE. 


Calls on the President's Time 


Sir, – In recent years I have become more and more 
impressed with the evidence which your publication 
presents to the members of the Institute, of the calls 
which are made upon its president, if only judged by 
the number of meetings he is expected to attend. It 
seems to me clear that, were the president's diary for 
his twelve months of office open to inspection of the 
members, it would reveal a staggering picture of 
effort, calculated to exhaust the toughest of mortals. 

Should we, as members, continue to take this for 
granted? Is it reasonable? Is it justified? 

I suggest that district societies content themselves 
with a presidential visit once in three years, which 
would make some contribution to easing the burden, 
and that the Council, including as it does so many 
ex-presidents who have suffered when in office, make 
a determined effort to introduce any further modifi- 
cations of the president’s duties which it considers 
compatible with the strict needs of the Institute. 

Voluntary service to the community is one thing, 
and most of us experience our share of it, but I feel 
very strongly that too much is expected of our 
president. | 
Yours faithfully, 


Penzance. G. O. REDFEARN. 


Home Consumption and the Wernher * . 


Decision 
Sm, ^ In reply to Mr J. V. Goodman (June 2318 
issue), I think we must accept the logic in_the case 
of Sharkey v. Wernher that a credit for goods con- 


sumed by the proprietor of a business equal to the. 
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market value of those goods will throw up a profit 
(or loss) equal to what it would have been had those 
goods been sold in the course of trade instead of 
consumed privately. 

I would suggest, however, that there is another 
point on which your readers, particularly the profes- 
sional accountants, might give some thought. Vis- 
count Simonds in his judgment referred to ‘goods 
which he (the trader) has diverted to his.own use and 
enjoyment’. Surely one can distinguish here between 
the trader who ‘diverts’ goods – e.g. the farmer who 
eats his eggs instead of selling them — and the trader 
who does not ‘divert’ goods – e.g. the butcher whose 
sales are not affected by own consumption because, 
firstly, he sells in any case as much as it is possible 
to sell and, secondly, his wife is very often obliged 
to have for the Sunday joint the one piece of meat 
which has remained wnsold and cannot be kept any 
longer. 

If one applies the logic of my first paragraph, 
then cost is the correct basis of valuation for the 
butcher, grocer, baker, etc., and I shall be interested 
to see whether the accountancy professiomis going to 
accept Sharkey v. Wernher as the final word, or 
whether it will seek to distinguish that category of 
small trader which must, for the provincial account- 
ant at any rate, form the bulk of the sole trader 
clientele. 


Bridgwater, Somerset. 


Yours faithfully, 
D. T. STONE. 


An Accountant’s Lighter Moments | 


Sm, – Like the Gilbert and Sullivan policeman, an 
accountant's lot is not always a happy one but, as 
the following instancé shows, it is now and again 
relieved by lighter moments. 

A client of ours –а well-to-do man – retired and 
bought himself a farm in a different part of the 
country; hé proceeded to operate this with results, 
financially, which are common to that type of farmer.— 
for the first five years or so. After preparing accounts 
for the sixth year, we wrote to him a letter which 
began thus: 

“We now send you our rough draft copy of the 
trading account of the farm for the year ended 
rn last. You will.be pleased to see that 
there i is a net profit of 2187 os 3d thereon. 

here has been a considerable reduction in the 
sale of milk amd it occurs to us that this may be 
connected with the reduction in calving which is 
apparent, as compared with the previous year. 

Our client replied thus: 

‘Para, I. you. This is indeed a shock! 

"Para. 2. This is due to the fact that by a series of 
abnormal incidents we lost three heifers, who 
should have given 2,000 gallons during the year. 
The most extraordinary case turned into a bull, after 
giving goo gallons with her first calf. Run a farm 


and see life? 
5 Yours faithfull 


У, 
Manchester. MASSIAH & BUCKLEY. 
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NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales ` 


'The following is a list of Associates elected to Fellow- 
ship at the Council meeting held on July 4th, 1956, 
who completed their Fellowship before July 17th, 1956. 


Associates Elected Fellows 

Ansell, George Francis; 1936, A.C.A.; (Kemp, Chatteris 
‘& Co), St Swithin’s House, 37 Walbroo x .London, 
ЕСА, and at Bristol and Port Louis, Mauritius. 

Ayling, Albert John; 1929, A.C.A.; (Baker, Sutton & Co), 
Eldon Street House, Eldon Street, London, ЕС2. · 

Barham, Robert Ernest, T.D.; 1948, A.C.A.; (Hargreaves, 
Marsh & Barham), 24 Coleman Street, London, ЕСа. 

Clubb, Wilfred Alan; 1937, AI M ones, Robathan, 
Thompson & Co), Mercantile Chambers, 13 James Street, 
& Co. (for other towns see J oneg, Lodi 'Thompson 


Edger Leonard; 1925, A.C.A.; (Crane, Crinkley 
National Provincial Bank Chambers, 4 


Crane 


& Co), 


Street, Dorking, Surrey, and at Leatherhead and London. ` 


Diggle, Jobn Birtwistle; 1950, A.C.A; (Wharton Pollitt & 

esworth), 30 St Ann Street, Manchester, 2. 

Duffield, Ни ert Philip; 1937, A.C.A; (Arthur Haslam & 
Co), Kingscourt, Bridge treet, Walsall, and at Willenhall. 

Groves, Sidney Nixon, B.COM.; 1947, A.C.A.; (John G. 
Nixon & Co), 21 Eldon Square, Newcastle upon Tyne, 1. 

Jackson, Leslie; 1947, A.C.A.; (Leslie Jackson & Co), 6 
Duke Street, Sr ames’s, London, SWi. 

Johnston, Charles Gordon, T.D., В.А.; 1946, A.C.A.; (Kemp, 
Chatteris & Co), St Swithin’ 8 "House, 37 Walbroo 
London, EC4, and at Bristol, and Port Louis, Mauritius. 

Jones, -Joseph Arfon Bevan; 1 
John & Co), Mardy Chambers, Wind Street, Swansea. 

Knight, Richard Bea Macbean; 1951, А.С.А.; (Richard 
Knight & Co), 52 Old Steine, Brighton, 1. 

Langton, Edward Langton; 1948, A.C.A.;.(Stoy, Hayward 
& Co), aa Upper Grosvenor Street, London, Wr, and 
5 Giltspur Street, London, ЕСт. 

Moore, Laurence; 1928, A. СА; (Laurence Moore & Co), 
14 Pall Mall, London, SWr. 

Newman, Norman William; 1950, A.C.A.; (C. Fine & Co), 
Furnival House, 14-18 High Holborn, London, УУСт. 
Taylor, John Francis; 1931, A.C.A.; (Kemp, Chatteris & 

), St Swithin's House, 37 Walbrook, London, EC4, 
and at Bristol, and Port Louis, Mauritius. 

Thomas, Henry Wilson; 1948, A.C.A.; (A. Owen John & 
Co), Mardy Chambers, 6 Wind Street, Swansea. 

Thornley; Dennis Anthony; 1947, A.C.A.; (*Martin, Farlow 
& Co), Kingsley Hotel, Bloomsbury Way, London, WC1. 

Thornton, Thomas; 1934, A.C.A; (*George Pedley & Co), 
8 Ormerod Street, Burnley; also at London (*Clarke, 
Eckersley, Prenticé & Co), and (*Edward Myers, Clark 
& Co), Manchester (*Clarke, Eckersley, Prentice & Co); 

and Watford (*Edward Myers, Clark & Co). 

СМ John Derrick; 1948, А.С.А.; (Burgess, Watson & 
Co), B ridge Chambers, 16 Market Plate, Stockport. 

West, Ne Ernest, м.А.; 1951, A.C.A.; (*West, Barrett 
& Co), 41 ione Road, Littlehampton. 

Windebenk, W 1933, A.C.A; ao High Street, 
Suam Mir 

(Not in England or Wales» 

вране вину Denis Edward; 1935, A.C.A.; (*Whanney, 
Smith & Whinney) and (*Douglas, Low & Co), Aegis 
Building, 34 Loveday Street, (P.O. Box 7983), Johannes- 
burg; also at Cape Town and Port Elizabe (*Douglas, 
300 x Co), and Durban (*Douglas, Low, Robertson 


RURE Se GENEVE pL ee pee EE 
* placed against a firm name signifies that the firm is not 


exclusively composed of members of the Institute. 


9, А.С.А.; (A. Owen - 


RESULTS OF May 1956 INTERMEDIATE AND. 
FINAL EXAMINATIONS 


Notices to candidates who sat for the Institute’s 


.examinations last May were posted yesterday (Friday). 


А full list of successful candidates will be displayed at 
the Institute from 12 noon on T'uesday next, July 24th, 
and will be published in these columns next week. 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers 
acquired by the Institute in recent weeks by purchase and 
gifts are the following: . 
Automation: friend or foe? by R. H. Macmillan. 1956. 
(C.U.P., 8s ба.) 

Blundell’s Rent Restrictions Guide; Py L. A. Blundell; 
th edition by L. A. Blundell and V. G . Wellings. 1956. 
Sweet & Maxwell, 37s 6d.) 

Canadian Mines Handbook. 1955. Toronto. 1955. 

Clerical Salaries Anal 25 Office Management 

Association. 1956. (O. nao 

Cost Reduction. Institute of eo: and Works Accountants. 
1956. (Gee & Со, 6s.) 

The Economics of Repressed Inflation; by H. K. Charles- 

worth. 1956. (George Allen & Unwin, 13s 6d.) 

Electronic Data Processing for Business and Industry; by 


Е. 6. . New York. 1956. (Wiley, 56s.) 
An Expenditure Tax; by N. Kaldor. 1955. (George Allen & 
Unwin, 18s 


Financial Post 1955 Survey of Industrials. Montreal. 1955. 

Financial Post 1956 Survey of Mines. Montreal. 1955. 

Hire -Purchase: spring lectures 1956. Institute of Bankers. 
1956. (I. of B., 52.) 

Multiple Shop Companies; Organization and Management; 
by V. G. Winalett; 3rd edition. 1956. (Gee & Co, 215.) 

Years of Pro in Accountancy Education. 


Seven gress 
oulks Lynch & Co Ltd. 1955. (Gee & Co, 7s 6d.) 


Personal 


Messrs DaFFERN & Co, Chartered Accountants, of 
29 Warwick Road, Covéntry, announce that they have 
taken into partnership Mr KENNETH H. Moss, A.C.A., 
A.C.W.A., a8 from July 1st, 1956. The style of the firm 
remains unchanged. . 


Messrs Lanpav, Мокску & Scorr, of High 
Holborn House, 52-54 High Holborn, London, WC1, 
and of Feltham, Ilford and Brighton, announce that 
they have admitted Mr Ivor MALCOLM COHEN, A.C.A., 
as a partner with effect from July rst, 1956. They also 
announce that they have ámalgamated their Brighton 
practice with that of Messrs SYDNEY LOVEGROVE & 
Co; the joint practices will be carried on at 9 Windle- 
sham Avenue, Montpelier Road, Brighton, r, Sussex, 
Telephone: Hove 34196 and 30442. 


Professional Notes 
Mr.F. G. Hobson, a.c.a., has been appointed 
atcretary and chief accountant of Dickins & Jones 
Ltd, of London. 
Mr M. F. Andrews, F.C.&, has bón elected 
president of the National Council of British Junior 
Chambers of Commerce. 
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Obituary 
Harry SANSOM, F.C.A. 


It is with great regret that we record the death on 
July 14th, at the age of 71, of Mr Harry Sansom, 
¥.C.A., senior partner in the firm of Sansom, Bell & 
Co, of Darlington, and a partner in the firm of 
Gilchrist, Tash, Wilson & Sansom, of Middlesbrough.: 

Mr Sansom, who was admitted an Associate of the 
Institute in 1908 and elected a Fellow in 1919, was a 
native of Darlington, and had been a member of 
Darlington Town Council for seventeen years. He 
was elected an alderman some years ago and was 
oe of the town in 1951—52. He was also a founder 

vice-chairman of the Darlington and District 
Property Owners’ Association; a prominent Free- 
mason, and a director of several companies. 
` Mr Sansom took a keen interest in dogs and with 
his wife specialized in breeding West Highland white 
terriers, with which they won many, awards, some at 
Crufts. 

Mr Sansom's son, Mr С. H. W. Sansom, Е.С.А., is 
honorary secretary of the North Yorkshire and South 
Durham Branch of the Leeds, Bradford and District 
Society of Chartered Accountants. 


In Parliament 
£ STERLING: VALUE 
Mr ре Frerras asked the Chancellor of the Exchequer 
the internal purchasing value of the £ sterling in 
June 1956, June 1955, June 1954, June 1953, and 
June t952, ta taking the value in October x951 as 20s. 
Mr H. MACMILLAN: Taking the internal purchasing 
power of the £ as 20s in October 1951, the correspond- 
for the dates referred to in the question 
are as follows: 


: d 
june 1952 .. xs .. I9 4 
June 1953 .. `.. .. 19 I 
June 1954 .. un .. 1811 
June 1955 .. 18 2 
May 1956 . 17 3 


'Ihis estimate is based on the Consumer Price 
Index adjusted for June in each year by reference to 
the Retail Price Index. May 1956 is the latest date 
for which information is available. 


Hansard, July 13th, 1956. Written Answers. Col. 56. 


Inland Revenue Offices: Saturday Working 


The following arrangements regarding business hours 
on Saturday mornings came into effect in the Inland 
Revenue Department on July rst. These arrange- 
ments may be subject to adjustment at some later date. 


Of the major offices of the Department in England and 
Wales, the under-mentioned will not be open for pyblie 
business: 


(a) The offices in Somerset House (of the Board and their 
Secretariat, of the Solicitor of Inland Revenue, “ofe 
the Chief Inspector of Taxes and of the Chief Valuer), 
except the Enquiry Room. 

(b) The Estate Duty Office, Miriford House, е 
Road, Wi4. 
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(c) The offices of the Clerk to the Special Commis- 
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sioners and Inspector of Foreign Dividends, Lynwood 
Road, Thames Ditton; Turnstile House, . Holborn; 
Kingston By-Pass and City Gate House. 

(d) The Assessments Division, Barrington Road, Worth- 

ing, and Bush House. 

In Scotland, the headquarters offices in Waterloo Place, 
Edinburgh (of ‘the Comptroller of Stamps and Taxes, of the 
Solicitor of Inland Revenue and of the Estate Duty ‘Office) 
will not be open for public business except for the Stamps 
Office (see final paragraph). | The Chief Valuer’s Office 
(including local offices) will be closed. 

The local offices throughout the United Kingdom of 
H.M. Inspectors and Collectors of Taxes and those of the 
District Valuers and of Valuation Officers in England and 
Wales will remain open, with reduced staffs, to attend to 
members of the public. (A number of these may later be 
closed in the absence of any considerable demand from the 
public.) 

A public deed-marking and stamping-room will be open 
in Bush House, London, and Waterloo Place, Edinburgh. 
The Stamps offices in the City of London and the provincial 
offices, other than that in Manchester, will be closed. 


Double Estate Duty Relief 
INDIA 
An Order in Council relating to the agréement with 
India for the avoidance of double taxation with 
respect to duties on the estates of deceased persons 
was made on June 2gth, and has now been published 
as Statutory Instrument 1956, No. 998. 


SWITZERLAND 


"А convention with Switzerland for the avoidance of 


double taxation with respect to duties on the estates 
of deceased persons was signed on June 12th, and 
has now been published as a Schedule to a draft 
Order in Council. 


The Institute of Cost and Works Accountants 


It is announced by The Institute of Cost and Works 
Accountants and the University of Birmingham that 
agreement has been reached on an arrangement 
whereby graduates in commerce who have followed 
the University's three-year B.Com. degree course in 
general and industrial accounting shall be entitled to 
exemption from the whole of Part I of the Institute's 
Intermediate éxamination. 

An increasing number of graduates are attracted to 
industrial accountancy as a career and the Institute 
welcomes the agreement reached with the University 
of Birmingham. ЈЕ hopes that it may be followed by 
similar arrangements with other universities. 


Students' Cricket Match . 

The Londonse Chartered Accountant Students’ 
Society drew their match against the Bournemouth 
Students’ Society in rainy conditions at Bourne- 
mouth on July 13th. London were first at the wicket 
and started quietly. They went to 56 for x in the first 
hour, but after an early tea hit out and declared ‘at 
*5.30 p.m. with 181 for 4 (N. Wright, 57 not out). 

Bournefnouth with.105 minutes to play, attacked 


uly 21st, 1956 


from the start, and reached 79 without loss within 
the first hour, but they then lost four quick wickets 
and at the close had reached 151 for 4 (Harvey, 48 
not out). 


SEVENTY-FIVE YEARS AGO 
From Фђе Accountant or JULY 23RD, 1881 
Leading article entitled 
Tue GOVERNMENT BANKRUPTCY BILL 
The Parliamentary intelligence as to the proceed- 
ings of Monday last in the House of Commons, 
included the following touching announcement:— 
“The order for the second reading of the Bankruptcy 
Bill was read and discharged, and the Bill withdrawn." 
According to the declaration of the Premier on Mon- 
day y night, Her Majesty’s Government had “clung” 
ill “with great tenacity, feeling it to be a matter 
of the highest importance that it should pass; but it 
was their duty to estimate the impediments in the way 
of its passing &c." We ventured to predict some 
weeks ago that the “impediments” would be too much 
for the energy of either Mr. Gladstone or Mr. 
Chamberlain, and that sooner or later the Bill must 
be formally “dropped.” And indeed it must be 
sufficiently evident to even the supporters of the Bill 
that nothing like satisfactory discussion was possible 
this session, having regard to the period of the year 
and the state of public business. 
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Our Weekly Problem 
No. 127: Ву Can iN BoswsLL's TRACKS 


‘Do you realize, said Charles Sidate, ‘that if we go 
and visit your old housemaster we shall be following 
in the tracks of Boswell and Johnson?’ 

‘I know it’s a long hilly run but he would appre- 
ciate it,’ said Ivor. 

Ivor’s car averaged 24 m.p.h. uphill, 32 m.p.h. 
on the level, and 42 m.p.h. downhill. There was 
twice as much uphill as downhill on the way there 
and the journey took 44 hours. They returned the 
next day in four hours. 

"Thank you for coming with me,” said Ivor. 

‘Sir,’ said Charles in his best Johnsonian manner, 
*we have been harassed by invitations'. 

How far did they go to see the housemaster? ` 


The answer will be published next week. 


ANSWER TO No. 126: Prep. SCHOOL SPORTS 


The races and the number of competitors in each could be 
either of the following: 


. Total Total 
Mile 2.30 9 4 ~ — 13 | 230 9 4 - -— 13 
Half зо 9 - 4 — 13| 30 9 - 4 - 13 
Quarter 3.10 — 4 — 9 13 | 3-10 — 4 ~ 9 13 
Hurdles 3.25 - - 4 - 315 = — 4 7 4 
220 330 9 — ~ 9 18 | 330 9 – 4 9 22 
100 4.50 — 4 4 9,17 | 359. - 4 - 9 13 
.In either case the most popular race was the 220 which 


began at 3.30. 


INSTITUTE OF MUNICIPAL TREASURERS 
AND ACCOUNTANTS 


Results of Examinations held in May 1956 


Places and Prizes will be awarded 
on the combined results of the May 1956 and November 1956 Examinations. 


FINAL EXAMINATION 


PART A 
(in alphabetical order) 
* Allen, D. H., Guildford. Carter, Lancashire C.C. *Eden, P. H., Tottenham. 
Anderton, F., Stamford. “Grad ўя А Hagen С. D DE Ellery, Barea C. "3 
га Fareham is, reat Yarmou! 
Barker, G. F., Bedfordshire C.C. ulmer, D. F., Hambledon R.D.C. Evans, C. W., North Western Electricity 


Barra’ R. F., Durham С.С. 


е icestershi ня E., York. À 

Bibby, J, M orecambe peg Horsham. Date, D. ]., Ci uo of London. *Evans, J. H., Maidstone. 

Binstead, , Caterham and Warling- Davis, R. emel Hempstea earnley, M. W., Norwich. 
ham U. D: Day, J. Н. E Yo rhehire (East Ri Riding) C.C. "Peros, Blackpool. 


e Day, J. V., Isle of Wight C.C. 
Dee G., 


Г., Newcastle. 
Beda gr F. &, ми ] 


A, 
*Foley, D, Maricheated. 


T; Bristol. ~ 
Bonner, ка A, ton upon Hull. Dodsley, W. A., Derby. Fox, R. D., Middlesbrough. 
Bradb Well borough U.D.C. „Drury, A. B., Newport. Gammon, A. Dover 
Brooke, ТАА est Ri С.С. *Dyer, 6. С., Derby. *Geldeard, F. E., Blackburn. 
Burrows, К. 8. H., Suffolk (East) С.С. *Graham, R. L., "Kincardine C.C. 


Eaton, H. E., Lytham St Annes. 
• 


JOHN FOORD:& COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS: AND ASSESSORS ' 





OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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"Greasley, B., Shardlow R.D:C. 
*Griffiths, О. E., High Wycombe. 


Hale, A. H., Ringwood and Fordingbridge *Nunn, C. W., 


R.D.C. 
*Harris, D. S. G., Bethnal Green. 
Hedger, K. J., Winchester. 


*Henderson, C. E., Manchester. 
Higham, R., Rotherham. . 


*James, S. E., Middlesex С.С. С 
“Johnston, L. T., Petworth R.D.C. 


*Kitson, Miss B. H. E., Erith. 


*Lawrence, W. W., Gloucester. 

*Lord, 5. H., Northamptonshire C.C. 
Love, K., Moray and Neirn, C.C 
Luff, G. Е Nottingham. 

tLunnon, P ЈЕ. Ri answorth, U.D.C. 

*M R. H., Whitchurch U.D.C. 

Marks, K. Ja "Taunton. 

Marin Р., Hammeramith, 

*Mason, D. M., gan C.C. 

* Masters, F., Ps Саси Roby U.D.C. 
Mattis E , Lincolnshire (Lindsey) 


*McKeer, E. W., St Pancras. 
McPherson, Е. N., Port Glasgow. 
Merchant, D., Liverpool. 
Moores, R. H., Halstead R.D.C. 
Morris, N., Oldh 
Moseley, Č. A, "Tunbridge Wells. 


* Passed Part B (or Part 1) at a previous examination. 


* Adams, J., Glasgow. 


Bale, D., Croydon. 
*Barstead, A., South Shields. 
*Blackburn, D., Wakefield. 
*Burley, Е. J., Stockton-on-Tees. 


*Cockrell, D. a Essex С.С. 


*Couling, L. C., High Wycombe. 
* Davies, I. ГР в, Зајор С.С. 
*Dawson, Oldham. 


*Eastland, A. R., Horsham U.D.C. 
*Fenton, À., Rochdale. 


*Gaskell, D. A., Nelson. 
ан F. J., Yorkshire (North Riding) 


Hancock, D. K., Chester. 
*Howard, R. S., "Eastbourne. 


* Passed Part А at а previous examination. 
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Mountain, R., York. 
*Newman, B. А., Reigate. 
Essex C.C. 

Ormesher, J. R., Accrington. 
*Oswell, J. W., Rugby. 


Palmer, W. C. T. To Wellingborough U.D.C. 
Patrick, E. J., 
Payne, y R., ric 
Perry, À. G., Meriden R:D.C. 
Philip, W. B., Pudsey. 
Phillips, D., Swansea. 
Phillips, D. G., Reading. 
Pollard, J. C., Monmouthshire C.C. 
Potter, p L., Staines U.D.C. 
Prentice, G. R., Hertfordshire C.C. 
Pugsley, J. R., Perec Tydfil. 
Quick, J., Willesden. 

*Ratcliffe, H. J., Buckinghamshire С.С. 
Ridehaigh, J., Colne. 

*Roberts, H. B., Reigate, 
Rudd, T., Wigan. 
*Rumbelow, А. P., Chelsea. 


Saul, E. G. Nottinghamshire C.C. 
Schofield, G. W., Darlington. 
*Schofield, J., Cheltenham. 
Scott, W. P. Northumberland and Tyne- 
side River Board. 
*Seabourne, J. А., Essex C.C. 
*Sleat, M. S, City of London. 


PART B 


*Hughes, E. R., Neath.’ 
*Irving, G. A., York. 


«кан, L. J., Scarborou 
*Kellet, G., Helmsley 


*Lake, A. G., Reading. 

*Landen, D. G., Maidstone. 

*Lockey, L. G., Bury St Edmunds. 
TLunnon, P. F., Rickmansworth U.D.C. 


*Marlow, А. С. J., Bradford. 
*Mattingley, E. J., Abingdon R.D.C. 
*McDonald, W., Midlo C.C. 
*McLuskie, "Ww. G., Dumbarton, 
Millar, d "Salop CC 

*Mills, К DH. G., Ilford. 

*Milnes, R. D., Coalville U.D.C. 
*Munford, C. R., Sussex (East) C.C. 


*Newstead, М. J., Great Yarmouth. 


Б.С. 
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Smith, G., Glasgow. 

*Smith, H. C., Liverpool. 

Smith, H. R., Wolverhampton. 

Snell, 'G., Halifax. 

*Stainton, H. F., Lincolnshire (Lindsey) 


Stamp, G. T., Burton-on-Trent. 
Strong, J. B., Stockport. 
Thomas, C. J., Swansea. 
Thompson, B., York. 
Thompson, J., Bolton. 

Thorpe, R. F., Coventry. 
Twelves, A., Bury. 


* Veevers, A., Burnley. 
* Vickers, E., ' Barzow-i -in-Furness. 
МЕ J. "T, Yorkshire (West Riding) 


Waring, B. H., Ketterin 

Watts, J. B., Sussex (West) C.C. 
* Wearing, C. D., Willesden. 
Whitehouse, R., Nuneaton. 
Whittaker, T. Cheshire С.С. 
Wilch, D. p Weston-super-Mare. 
W: -, Carmarthen. 


; No hamshire С.С: 


*Wrght, H. J., 


T Passed Part B at the May 1956 examination. 


Peso. J., North Western Gas Board 
(North Cheshire Group). 

*Peat, J. W., Plymouth. 

Preece, G. T., Berkshite С.С. . 


*Reeve, K. J., Taunton: 
#Robinson, F., Lancaster. 

Ruck, R. H., Cheltenham. 
*Sands, R. L., Liverpool. 
*Smith, R. J., Ipswich. 

Stewart, A. R., Gloucestershire C.C. 
*Suckling, C. E. , Buckinghamshire C.C. 
*Thomas, W. R. P., Wolverhampton. 
"Thompson, A. R., "Essex C.C. 

M di ca B., Hebburn U.D.C. 
, А. G., West Ham. 

“Toa , Staffordshire C.C. 

Veale, W. F., Stafford. 

*Warren, F. M., Eston U.D.C. 


T Passed Part A at the May 1956 examination. 


Additional Alternative Subjects (Local Government Law) 
. Chester, D., Warrington. (Local Government Law). 


(Passed Part B in May 1955.) 


Summary of Results 





Intermediate Final Part A Final Part B- Total 
Мо. percent No. per cent No. per cent No. percent 
Passed 77 30 123 39 · 49 36 ` 249 35 
Failed 181 70 394 61 87 64 462 65 
Total 258 317 136 711 





MOTOR — FIRE — CONSEQUENTIAL LOSS 


CAR & GENERAL 


83 PALL MALL, LONDON, SW1 
• Е 





INSURANCE 
CORPORATION 


L? 


| 
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CREATION OF AN ELECTRONIC OFFICE 


SOME PRELIMINARY CONSIDERATIONS 
by BRIAN A. ELLIOTT, A.C.A. | 


LECTRONIC offices are becoming a 

reality in several large industrial under- 

takings both in this country and in the 
United States. 

This article is an attempt to consider the 
creation of an electronic office from the view- 
point of a company which has this in contempla- 
tion; there is particular emphasis on the economic 
aspects. 

Training Courses for Employees 

It is already normal practice for industrial 
concerns interested in this field to send repre- 
sentatives to the manufacturers of computers for 
courses of training in programming and operating. 
This should be the first step taken by prospective 
users because without a knowledge of computer 
capabilities no opinion can be formed as to 
possible applications in a particular company. 

These manufacturers’ courses seem to fall into 
two distinct categories: ‘ 

(i) "Those designed to provide the information 
which an executive would require, giving a 


general review of computer capabilities and 


administration. These courses last for about two 
weeks. One manufacturer charges a fee of £7 75 
per week for instruction. 

(ii) Those designed to train programmers. They 
are detailed courses of instruction aimed at 
training personnel actually to programme a job. 
Average duration is about five weeks and fees vary 
from forty to fifty guineas. At the end of the 
course the trainee should be able to programme a 
job, under supervision for a time. 

Knowledge gained on either of these types of 
courses will enable a representative to decide 
whether or not it is possible for the work per- 
formed in his company to be done by a computer. 

If it is found that scope for a computer does 
exist within the company, a tenthtive choice of 
machine should be made and at this stage the 
project may be considered from the economic 
standpoint. : 

The Economics * А 
'The primary object in employing а computer in 
the office is to attain the performance of account- 
ing and clerical work at a lower cost than is 
possible with existilg manual and mechanical, 
Bi Secondary, though important, results" 
y be: 


The production of information that has never 
before been available; 
Increased speed in the handling of work; 
Performance of tasks hitherto impossible ог 
impracticable, e.g. mathematically complex 
systems of incentive bonuses. 
Unfortunately, it is in the nature of things that 
many of them are immeasurables. For instance, 
it is difficult to place a value on additional 
statistics, improved credit control or increased 
working speeds. It is clear, therefore, that no 
straight comparison of the cost of an existing 
system and the cost of an electronic system is 
possible because the end-products differ to an 
extent which cannot be calculated. 
Notwithstanding the difficulties, it is essential 
that a comparison is made. 
Comparison may proceed on the following lines. 


An Existing Non-electronic Office 


Firstly, the status quo must be considered. It 


cannot be over-emphasized that the cost of 
a clerical system must be obtained, either from 
existing records or from a special investigation. 

For the purpose of the comparison, the ideal 
unit of cost is the portion of work which would 
become a ‘job’ to be performed by a computer, 
e.g. payroll, stores accounting and sales invoicing 
would each become individual jobs. 

.Existing costing systems which are on a 
departmental unit.basis may well yield informa- 
tion which can be modified so as to be compar- 
able with a ‘job’. 

The total cost of performing existing work 
which might be taken over by a computer, 
having been ascertained, can be compared with 
the probable cost of doing the same work (plus 
additional work in the 'intangible' category) by 
electronic means. 


Àn Electronic Office System 


In an electronic office system we are concerned 

with budgeted rather than ascertained cost. The 

principal items in the budget (not necessarily in 
order of magnitude) are: 

Depreciation of the computer and its ancillary 

i: ‘equipment. This is due more to obsolescence than 

to wear and tear. Technical ‘developments in 

electronic and allied fields are so rapid that 

. obsolescence is æ very real risk. Its likelihood is 
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much gréáter than with more conventional office 


machinery — cynics maintain that computers be- . 


come obsolete in the period between design and 
completion of construction; · 

Power and maintenance charges. Budget RE 
can be obtained from manufacturers. Maintenance 
costs are fairly high owing to the complex nature 
'of the equipment and to the very high standard of 
reliability required. 


Personnel costs. ‘Some ordinary . diera labour | 


will be required to collect and prepare. data for 
‘each job. Additional administrative staff may be 
needed to control and co-ordinate the activities of 
the clerks with those of the following specialists: 
Programmers who, in. effect, supply the 
.computer with its ‘detailed instructions and 
provide that ‘intelligence’ which is inherently 
lacking in the machine. Programming calls for 
highly-developed powers of analysis and logic. 
At present, most programmers have a mathe- 


no longer consideréd essential. A mathematical 
approach rather than an extensive knowledge 
of mathematics is required. 

Operators are also skilled personnel, often with 
a technical background, who have been fully 
trained in the use of the Сораг and its ancil- 
lary equipment. 
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Card and/or tape perforators and preparers 
"This work is closely allied to that performed witt 
orthodox punched-card installations. ' 
Establishment ^ charges. "These do not call for 

special comment. It is, however, worth noting 
that space requirements for an electronic office 
may be small in comparison with a manual 
mechanical office. 


To Buy a Machine = ог Its Services р. 


There will soon Бе a fairly wide. market. 8 
small, relatively slow-speed computers, which аге 
much less expensive both to buy and to use thar 
large, high-speed; general purpose machines 
though, of course, the latter offer many more 
facilities. It is my experience that relatively few 
companies have suitable work in sufficient volume 
to keep one of these large machines économi- 


-cally employed. 
mic background and taining снови iB m c qr ee 


If acquisition of a computer: is considered un 


economic, work may be given out on a service 


basis to computer manufacturers: At least three 


"British manufacturers are at present providing 


computer services (or “banks’) at charges based 
on the computer time occupied, plus e foi 
programming. 


INSTALLAT ION OF MANAGEMENT 


ACCOUNTING IN A SMALL BUSINESS -I 


THE "PROFESSIONAL APPROACH. 
by HARRY HODGSON, F.C.A., КОМА, 


Definition of Small Business 


WÉLL-ORGANIZED large business con- 

siste of a collection of smaller businesses, and 

in either a large business or a small one the 

fundamental problems are similar. The main differ- 

ence tends to lie in the extent to which functions can 

be spread over a larger or smaller number of people, 

with, on the one hand, increasing specialization where 

` Тагре staffs are employed; and on the other, the multi- 

plication of function in the hands of fewer people, 
the smaller the company becomes. 

The small- to medium-sized concern envisaged in 
this survey is one which is sufficiently large for the 
main functions each to lie in the hands of a single 
person, whose responsibility can therefore be defined 
in relationship to the normal form of organization 
chart. Thus, a small business is not во small as fo be 
of the type in which one person, presumably the 
owner, carries out all the major functions himself. 


a € i M MÀ a — M 
The first part of an address delivered on July 7th to the 
joint conference on management accounting, arranged by the e 
Birmingham and London District Societies of Chartered 
‘Accountants and held at The Queers College, Oxford. . 


„Мог is the upper limit high enough to ania organ: 


izations in which the departmental heads employ 
numbers of -junior executives, being themselves 
remote from the day-to-day execution of thei 
function. 

Another way: of defining fhe small- -to medium- 
sized business might be that it is one in which the 
departments form natural groups of the processes and 
services of the. company, instead of being product- 
divisions or groups as is often the case with the 
larger company; 

The number of employees is notoriously a loos 
criterion in messuring the size of a company, bu 
broadly speaking a small-to medium business will lic 
between the E of 5o and r,ooo employees. | 


. Establishing. Character of Sample 


It is usual to write and speak of companies, es 
pecially from the industrial accounting point of view 


‘as if they were all engineering companies. The glossie: 


‘management’ "publications * give the impressior 
"that industry comprises only the more. colourfu 
trades suth as plastics, motor-cars, electrical: appli- 
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ances and so on. In fact, industry consists of com- 
panies making everything that man has invented, 
together with the exploitation of natural resources. 

It is necessary, therefore, to recognize the basic 
character of any business and to direct one's thinking 
towards discovering the location and direction of the 
company's economic strength, and to determine the 
surrounding requirements for success. 

It will seem impertinent for a stranger not to 
assume that management has already thought out 
these questions fully, and to suggest that any worth- 
while opinion is likely to exist outside a concern 
which may have traded for generations. It is, however, 
‘important to discover in the first 
place the policy of the board in 
relation to the activities in which 
the company is engaged. 

The whole object of manage- 
ment accounting is to reflect the 
extent to which the company 
adheres to a definite plan, and it 
is fundamental to discover in the 
first placeswhat, if anything, in- 
-spires that plan. It could perhaps 
be added that in the not unusual 
case of there being no conscious 
policy in existence, the research 
involved in instaling manage- 
ment accounting will force atten- 
tion to the arrangement of ideas 
so that a definite policy will 
emerge. This is one of the 
valuable by-products of instal- 
lation. 

In the second place it is 
necessary to draft the pattern of 
organization of the company. 
Тће design of a scheme of man- 
agement accounting must fit the 
organization, and for its results 
to achieve maximum effect, their presentation must lie 
precisely along the lines of established responsibility. 

'This will involve a close consideration of the 
departments of which the business consists. It will 
usually be found that the sections are natural ones, 
and it is often the case that a rearrangement is 
neither desirable nor possible. On occasions, however, 
an improvement in the overall pattern can be brought 
about either by combining departrpents which exist 

parately, or by a rearrangement of them. 

A key to this problem lies in discerning the 

tural relationship of processes and the stages which 

y occupy in the progressive manufacture of the 
, oduct. Another factor of equal iMportance is the 
span of control. An organization is at fault ЧЕ any 
executive's responsibility is ill-defined or overlaps 
that of another. A clear picture must be established — 


at an early stage — of the functions and responsibilities * 


df every level of management. 
To complete this examination of the character of 
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the product manufactured. This is the department of 
inquiry which establishes the outstanding difference 
between any one business and all others, even in the 
same trade. 

In this context it is useful to place the range of a 
client's products against the background of the trade ` 
as a whole, to determine its relative position and to 
be able to judge whether its methods of manufacture 
and general policy, especially with regard to design 
and production, are in harmony with the type and 
volume of output. i 

This study will often be valuable in justifying 
special requirements in the organization structure. 
It will certainly establish the 
more and less important items 
of production, and will most 
likely give the installing account- 
ant a distinct indication of the 
direction in which he should 
develop his own work. j 


Present Accounting 

System 
With the general character and 
special requirements of the busi- 
ness in mind, the installer can 
turn his attention to the existing 
accounting system of the com- 
pany. Probably the first thing he 
will examine is the code of 
accounts, or failing a formal code, 
the headings under which ex- 
penses are grouped. From a 
general knowledge of manage- 
ment accounting requirements, 
he will be able to judge whether 
the present arrangement of in- 
formation is such as to give him 
the amount of analysis he will 
ultimately need, and whether 
the detail will be sufficient for him to use as the 
basis for budgets, or for the corroboration of 
management estimates which should form budgets 
in fact. 

It will also enable him to see how much work will 
be involved in adapting present records to provide 
him with actual expenses for comparison with his 
budgets, once his scheme is under way. 

Again, it is necessary to examine the costing 
system, if any, in use in the factory. This will be 
found to range from the complete absence of record 
and reliance on intuitive guesswork on the part of the 
management, to a full scheme of cost control. This 
examination will give a useful indication of the 
records which are worth preserving, perhaps with 
sninor alterations, and those which will need replacing 
or even, when missing, establishing anew. At the 
same time it will reveal how far the present accounting 
staff of the factory is capable of tlfinking on the right 
lines, and has, or has not, a lively constructive 


the sample requires a review of the type ahd range of imagination in mapagement accounting. 
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Production Housekeeping 


The extent to which production control records and 
procedures are well established or otherwise, will be 
found to vary considerably between different com- 
panies. In general terms it may be said that the 
engineering industry is commonly better organized 
in this respect than most others, due to the interplay 
of the numerous processes in the manufacture of the 
product, and thus the extreme difficulty of carrying 
on at all without some degree of orderliness. From 
the point of view of the cost accountant, the prime 
requirement is to obtain (1) accurate records of 
output; and (2) reliable records of process time, 
utilization and loss. 

The pattern of these records will be more or less 
elaborate according to the nature of the industry 
concerned. It has been observed that the operating 
complexity of the engineering industry forces 
attention to the point, but in all industries the same 
basic requirements hold, and if records do not exist 
it will be necessary for the installing accountant to 
design them and to ensure their satisfactory operation. 

This is not to say that he must be capable of carry- 
ing out time-studies on which to base his recom- 
mendations, nor is it essential for processes to have 
been formally time-studied before his work can begin. 
Whilst it is true that production statistics will be 
capable of refinement only to the same degree that 
accurate time-study, or intelligent rate-fixing, has 
been carried out, and whilst it is also true that the 
accountant's job will be easier if it has, this affects 
only one facet of his work and by no means makes it 
impossible for him to produce valuable and con- 
structive results in the absence of elaborate work 
measurement. 

Needless to say, if no attention has been paid to 
the subject in the past, it will be necessary for him 
to ask management to provide estimates of process 
times and, possibly, suggest the form in which they 
can best be calculated. 

Without this information it will be difficult to 
design informative shop floor records, and it will also 
be required for building up operation layouts for the 
products. In many cases it will be found that little 
attention has been paid to the orderly recording and 
collection of product specifications, and it is suggested 
that this important part of the work be examined at an 
early stage in the installation to determine the weight 
of effort likely to be involved in setting up the neces- 
sary framework. 

Product specifications, as well as containing details 
of process times, should also contain details of 
material requirements. These will be in the form of 
simple quantities of raw materials or more complicated 
formulas. In the case of a large or complex product, it 
may be necessary for product specifications to be 
arranged in stages from individual parts through sub- 
assemblies to final assembly or construction. s 

The original exantination of the business to determine 
its component departments should also have included 
the definition of the separate progesses employed in 
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them. A fundamental piece of work in establishing 
budgetary control is to assess the normal, i.e. average, 
useful employment of these processes in terms of 
time, and, where possible, to identify losses in 
process-time which may reasonably be expected to 
arise. Close collaboration with production executives 
will be required to establish these figures. 

It will frequently be found that little attempt has 
previously been made to examine this feature of a 
business in a systematic way, and it is a common 
experience to discover that production executives 
incline to underestimate the expected losses. First 
attempts to obtain a sober and realizable set of 
production 'normals' is often taken as a reflection on 
their personal enterprise and efficiency. 


Budgets for Expenditure 


The next major step “ïs to set budgets for the whole 
range of expenditure incurred by the business. The 
code of accounts referred to previously and which 
should, if necessary, have been tailored to the 
proposed scheme, will form the pattern of headings 
under which budgets are to be framed. * 

Two points are perhaps worth mentioning in 
connection with the setting of budgets. In the first 
place they should be neither a bland acceptance of 
previous spending levels without close examination, 
nor should they represent mere estimates, either 
optimistic or pessimistic, on the part of the manage- 
ment, without reference to previous history. The 
object should be to set figures which represent the 
likeliest level of expense which may be expected to 
result from continuous and purposeful control of the 
item. 

The second feature of importance is that however 
budgets are calculated, a precise and detailed record 
of each of them must be made so that future reference 
is both easy and unambiguous. 

There arises the task of allocating budgets of 
expenditure, thus set under account headings, to the 
processes or cost centres. Usually it is convenient to 
determine the departmental split first, and then to 
divide the departmental totals into the amounts 
appropriate to each of the processes within the 
departments. There is a variety of ways of carrying 
out this task, and it is felt that a close examination of 
method would be too detailed for this paper. It must, 
therefore, be accepted that ways and means can be 
found accurately, or at least realistically, to allocate 
expenses to the processes. 

During the process of original research and budget- 
ing, certain departments will have been identified as 
non-productive, their existence being justified by the 
services they refider to the actual productive depart- 
ments. Examples are steam-raising, maintenance and 
transport. Within the limitations imposed by their 
function, the output potential and expense budgets 
should be as carefully calculated for the service 
departments as for production departments, so as to 
afford full control in later stages of the development 
of the scheme. Their output, whether it be of main- 
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tenance time or pounds of steam, must in the general 


pattern be absorbed by the budgets of the productive _ 


departments, so that budget totals for the latter, 
together with the costing rates to be а а from 
them, will be.comprehensive. 


Та Standard Costs 


' It is a simple piece of arithmetic, once budgets of 
performance and expense are complete, tó calculate 
| costing rates for each process or service, by dividing 
the allocated budgets by the expected useful hours of 
production. The result will be'a set of standard 
process hourly rates which, provided the budgeted 
assumptions are met in practice, will be attainable. 
Product specifications, to which reference: has 
already been made, should state the time which each 
operation in the manufacture of a product will 
occupy the process concerned. These times, which in 
fact represent budgets of operating speed, when 
` multiplied by the costing rates, will enable an 
evaluation of the standard cost of manufacturing 


the product to be calculated.. This figure represents 


the .cost of manufacture. in all the circumstances 
envisaged i in the budget structure and is referred to 
ав the ‘standard cost’. 

The, standard cost of material should also be 
included in this calculation. This is usually a-very 
simple matter consisting of multiplying the standard 
quantity of material specified for the product by the 
standard prices adopted by the company for the 
material concerned. 


Budgetary Control 


* It will be clear that provided all the standard condi- 
tions materialize in fact, the cost of products will 
automatically conform with the standard. It is, per- 
haps, equally clear from experience that this con- 
formity is rarely met with, and one of the most 
valuable parts of management accounting is concerned 
with the evaluation of departures from the original 
assumption, and the measurement of their effect in 
terms of money, so as to assist control by indicating 
the relative danger of the deviations. Variances may be 
expected to arise under the ea headings: 


"Material 
1. Purchase prices. 
2. Substitution. 
3. Quantity and quality yield. — • 
4. Wastage and losses. 
5. Revisions. 
Production 
І. Fluctuations in the volume of Output due to 
. gales requirements. 
2. Successful or unsuccessful utilization of plant 
capacity. 
3. Granting of extra time allowances to operatives. 
4. The speed of operation. 
» 5. Revisions. . Ы 
Sales | Ы 
т. Volume of sales. ' 
2. Mixture of sales. . 
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3. Selling prices. 

4. Revisions. 

After the above have been calculated, plus any 
others -which may- be found. necessary in special 
. tases, variances due to pure over- or  under-spending 

will be determinable. ` 

The budgetary control mechanism will bring 
together the actual events. in sales, performance and 
expenditure, and compare them with the budgets. 
The design of the scheme will be such that the 
variances will emerge automatically from carrying out 
routine calculating procedures. 

Two important features will be possessed by any 


~ scheme which achieves success: 


(1) It will be sensitive enough, according to the 
needs of the business, to enable management 
experienced in its use to follow the intricate move- 
ment of cause and effect in profit earning; and 


(2) It should be wholly comprehensive i in the sense 
that no activities or costs lie outside its scope. 
In this way the cost of the disturbances caused 
by special inquiry to answer random queries will 
be largely avoided, also management cari -rély 
with safety on the assumption that every signifi- 
cant action within the company bears its refléc- 
tion in the statements presented to it. Тће cer- 
tainty that nothing of monetary significance can 
be hidden is a source of ел to manage: 
ment. ne 

Presentation 


The form of presentation of - budgetary control 


-information is of real importance to the success of the 


scheme. The arrangement of the statements must be 
in close conformity with the organization chart, 
and the scope of each document should cover the 
responsibility of the executive who receives it. 
Moreover, ‘the detail in which this information is 
presented should be designed to give the executive 
neither more nor less than he needs for the execution 
of the job at his particular level. 

Thus, a foreman will need to have results of each 
process broken down into the headings of variance 
analysis shown. above in. relation to performance. 
It is of significance for him to receive details of 
any materials variances which arise in his department. 

At the other extreme the board of a company 
ought not to be interested in the operation of one or 
other process, but should receive a condensed 
statement with no more detail than is sufficient to 
recognize the extent to which their decisions as 
policy-makers are being carried out, and the gains or 
losses due to departures from that policy, whether 
controllable within the organization or forced upon it 
by external circumstances. 

"Pun the best analogy is that of a pyramid, at 
the apex of which is the boardroom, with its base 
on.the shop floor. At the lower levels detail is 
complete but narrow in its scope, whereas at the top 
„ће information covers the wholé business, but 
* consists of total figures without detail. 


(TÒ be concluded.) 
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WEEKLY NOTES 


The Institute's Examinations 


A total of 2,273 candidates sat for the examinations of 
The Institute of Chartered Accountants in England 
and Wales, held last May; of these, 1,010 were success- 
ful and 1,263 failed to satisfy the examiners. 

"There were 868 candidates for the Final, of whom 
363 (41:8 per cent) passed and 505 failed; in the 
November 1955 examination 47:7 per cent passed. 
The First Certificate of Merit, the Institute Prize, 
the W. B. Peat Medal and Prize, the William Quilter 
Prize and the Plender Prizes for the Taxation and the 
Auditing papers were won by Mr Deryck Botterill, 
of St Austell, who had previously been awarded the 
First Certificate of Merit in the Intermediate ex- 
amination of November 1953. The Second Certificate 
of Merit, the Walter Knox Scholarship and the Plender 
Prize for the English Law (Part IT) paper were won 
by Mr Colin Ian Brown, of London — who was placed. 
second in the November 1953 Intermediate examina- 
Чоп ~ and the Third Certificate of Merit and the 
Plender Prize for the General Financial Knowledge 
and Cost Accounting paper жеге жоп by Mr Ian 
Frederic Hay Davison, also of London. 

In the Intermediate there were 1,278 candidates, of 
whom 612 (48 per cent) passed and 666 failed; 49:6 
per cent passed the November 1955 examination. 
'The First Certificate of Merit, the Institute Prize, 
„ the Stephens Prize, and the Plender Prizes for the 
Book-keeping and Accounts (Executorship) and the 
Taxation and Costing papers were awarded to Mr 
Donald Parkin, of Brighton. 'The Second Certificate 
of Merit, the Tom Walton Prize, and the Plender 
Prize for the General Commercial Knowledge paper 
were awarded to Mr Michael Marsh, of London, and 
the Third Certificate of Merit and the Frederick 
Whinney Prize were awarded to Mr Geoffrey John 
Parr, also of London. 

In the Preliminary examination, 127 candidates 
sat, of whom 35 (27:6 per cent) were successful. In the 
November 1955 examination, 334 per cent passed. 

A full list of successful candidates, together with.a 
summary of results, appears elsewhere in this issue. 


The Society’s Examinations " 


In the examinations of the Society of Incorporated 
Accountants held last May, one candidate was 
awarded honours in the Final; he is Mr William 
Orlando Jolliffe, of the Borough Treasurer’s Depart- 
ment, Doncaster, who receives the First Certificate 
of Merit and a Sir James Martin Memorial Prize. 

In Parts I and II of the Final, 19 candidates were 
successful and thirty-nine failed — but of these, 
thirteen candidates passed Part I only and ‘fiye 
candidates passed Part II only. In Part I only, 279 
candidates passed and 380 failed, while in Part II,* 
201 passed and 217 failed. The pumber of candidates 
who completed both Parts totalled 226. 


There were 693 candidates in the Intermediate, 
of whom 311 (45 per cent) passed, three candidates 
being awarded honours. The First Certificate of 
Merit and a Sir James Martin Memorial Prize were 
won by Mr James Francis Cody, of Waterford. 


-The Second Certificate of Merit and a Sir James 


Martin Memorial Prize were won by Mr Frank 
Thomas Bunting, B.SC., of Leamington Spa, and the 
Third: Certificate of Merit, with a Sir James Martin 
Memorial Prize, by Mr Donald Stephen: Currie, of 
Manchester. 

In the Preliminary examination, 114 candidates 
sat, of whom forty-five (39 per cent) were successful. 

A list of the successful candidates in the Final 
(Parts I and II) examination, with a complete sum- 
mary of results, appears elsewhere in this issue. f 


Frauds on the Inland Revenue 


Bernard Howard, a bookmaker, aged 5», of Buxton 
Drive, New Malden, Surrey, and his clerk, Richard 
Silver: Collings, aged 45, of Kingston Vale, New 
Malden, both pleaded guilty at the Central Criminal 
Court on July 1gth to conspiring together between 
April 1945 and April 1951 to cheat and defraud the 
Inland Revenue of moneys due for tax in respect of 
profit, by means of false accounts and false statements. 
Howard also pleaded guilty to four further charges, 
tbat with intent to defraud he made false statements 
in profit and loss accounts submitted to the Inland 
Revenue (The Times, July 20). 

In. 1942, counsel for the prosecution said, Howard 
had about £400 in the bank. By 1947 it was £38,000. 
And by June 1954 the Revenue had become sus- 
picious about his tax returns. Howard attributed the 
increases to successful punting. It was said by the 
prosecution, however, that his books showed false 
winners of races on twelve or thirteen occasions. 
There were also fictitious entries of winning bets said 
to have been made by clients. This fraud came to 
light because Collings had made rough calculations on 
the record sheets which showed the true results. The 
total amount of profit understated was put at £41,000, 
and the loss of tax £32,000; of which over £4,000 
had been paid since the proceedings were started. 

Howard recgived a sentence of eighteen months’ 
imprisonment and was fined £5,000 and ordered to 
pay £650 towards the costs of the prosecution. In the 
event of the fine not being paid there would be a 
further sentence of twelve months. Collings was fined 
£250 with thé alternative of nine months’ imprison- 
ment. 

Mortgages at 6 per cent 
This week, six of the large building societies acceded, 
to the recommendation of «he Building Societies’ 
Association by raising their borrowing rate to 34 per 
cent on fully paid shares, and 3 per cent on deposits. 
New mortgage rates are to be a minimum of 6 per 
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cent. The new mortgage rate takes effect at once. 
In the case of the Co-operative Building Society the 
new rate applies only to mortgages not exceeding 
twenty-five years. On those where repayment is 
spread over a longer period than this, the society's 
rate is 6} per cent. 

The Halifax Building Society, which is due to leave 
the Association at the end of September, is increasing 
the rate of existing mortgages and is raising its 
deposit rate to 34 per cent while paying 34 per cent 
on its ordinary and subscription shares as from 
August rst. 

]t is to be noticed that the Halifax is raising its 
deposit rate and the rate on its shares slightly 
more than are other societies, a decision which 
probably reflects the comparatively heavy rate of 
withdrawal by depositors of late from a society 
which has always maintained ' a particularly liquid 
position. 

The council of the Building Societies’ Association 
has now given its official blessing to an all-round 
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increase in building society rates and mortgages. 

The move was not unexpected, for a number of the: 
smaller societies have already had to raise their rates 
in the recent past owing to pressure on their cash 
resources. It will be interesting to see if these small 
changes in deposit, share and mortgage rates have 
any improved effect either on the attractiveness of 
building societies as a depository for savings or on 
the demands for loans for homes. It may be that the 
delay which has occurred in this adjustment of 


` building society rates, may have made those who are 


sensitive to small changes in interest rates move 


their funds already. 


1955 at Lloyd's 


The slowing down in the rate of increase of premium, 
income of Lloyd's underwriters, which has been 
apparent since 1952, continued in 1955. Last year 
they handled £229 million of premium income for 
all classes of insurance compared with £227 million 


for 1954- 


FINANCE AND COMMERCE 


Against the background of economic uncertainty, 
labour troubles and narrowing industrial profit 
margins, the stock-markets have held up well. 
American support for British equities has given a 
veneer of strength to the market but there can hardly 
be a return of real confidence until the economic 
and industrial situations are clarified. The success 
of the Treasury’s conversion operation has lifted 
one obstacle from the gilt-edged section's path but 
the market remains sluggish and uncertain. 


Williamsons 

A proposal is before holders of the £150,000 ordinary 
capital in Williamsons Ltd to distribute in cash 
£150,000 of realized capital reserve. The company 
runs the well-known bakery and restaurant business 
to which had been added china, glass and hardware 
and, more recently, grocery self-service. It is an old- 
established concern and as might be expected, the 
value of its properties has appreciated in money 
terms substantially. · 

А: March 186 1955, a professional заной 
showed an appreciation of approximately £465,000. 
In addition, sales of some properties had previously 
been effected and the amount standing to capital 
reserve was approximately £106,852. 

During the year under review to February 25th, 
1956, certain freeholds, leaseholds, and other fixed 
assets were sold at a profit of £65,847 and а suyplus 
of £63,894 after valuers’ fees was put to the reserve. 
Since the date of the balance sheet, further freeholds 
have been sold for just over a quarter of a million 
pounds and fifty-year leases taken back at an economic 
rent. 'The aggregate net surplus on these ale wase 
approximately £120,000. 

. The March 1955 "valuation figures have “not been 


adopted in the accounts but are inserted as notes to 
the freehold and leasehold items respectively, and 
the effect of the property sales since February 1956 
is, of course, not in the accounts. 

But an approximate statement of the position is 
very usefully given showing the position on the basis 
that the capital payment is approved. 

"ће statement is better seen than described and 
we therefore reproduce it. 


Equity and Law 

It is a tribute to the sound conduct of insurance 
business in this country that few ever think of 
considering the financial position of an insurance 
company, as shown in its published accounts, before 
buying one of its policies. How far the average man 
would get in forming his own insurance policy, if he 
did do so, is doubtful. He probably gets no further 
than comparing premium rates and even then, if it 
is a with-profit policy, gets lost in a maze of reversion- 
ary bonus calculations. х 

The Equity and Law Life Assurance Society, how- 
ever, has endeavoured to show something of the 
Society's strength in a booklet which summarizes 
some of the important points arising from its 1953—55 
triennium. Among them is an analysis of payments 
which shows that o-8 per cent went to proprietors, 
49 per cent in commission, 9:1 per cent in taxation, 
10:8 per cent for administration and 744 per cent 
to policy-holders. 

" Another table shows average yield on investments: 

645 per cent gross and 25 25 8d net after income tax. 

elationship between gross’ and aet depends on. 

taxation ‘suffered’ by the Society which is determined 

‘on the bases appropriate to the x various classes -of 
business’. 


82 


Wide Powers 


'The recent action of the British Cotton- & Wool 
Dyers' Association Ltd to widen its powers by 
alteration of the memorandum, shows the wisdom 
of drafting this document with powers apparently 
extravagantly wide. When this company was formed 
in 1900 to dye cotton and wool as the primary object, 
the memorandum gave little scope to extend activities 
beyond these operations. Times have changed in the 
textile industries and a wider range is sought to use 
the company's resources to best advantage. Its new 
powers are extensive: the electrical industry, leather, 
rubber, foam latex, cabinet making, bookbinding 
and publishing, wholesale and retail trade in any 
goods ‘which can conveniently be dealt with by the 
company' and a host of'other powers which will 
probably prove redundant but are worth having 
'jn:case". 

"In: the process of rejuvenation, the Paisley piece 
dyeing’ ‘and“finishing works has been closed, and the 
point is made that closing down a works is a difficult 
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and most costly business. For one thing, the valuation 
of stocks has to be taken from an entirely different 
viewpoint. The question of compensating to some 
degree redundant staff and work-people has to be’ 
considered. But all these factors, states Mr Peter- 
Caldwell, the chairman, have been allowed for in the 
accounts. 

'The company, he states, is now beginning to reap 
the benefit of the redeployment of resources, and 
this should be progressive. ; 


Money Market 


With the market’s bid raised by 24 to £98 145 114 
the Treasury bill rate rose to over 5 per cent again 
on July 2oth. The average rate was £5 os 3:82d per 
cent compared with the previous week's £4 19s 9:87d 
per cent. Applications were £15,530,000 lower than 
the previous week at £418,395,000 and the market 
obtained бо per cent of requirements. This week's 
offer is £270 million against maturities of A240 
million. 





WILLIAMSONS LIMITED 





NOTES ON THE: ACCOUNTS 


1: Movements-In Reserves and Provisions = 














Willlamsons 
Capital Reserve: У £ 
As at 26th February, 1955 106,852 
ирта from i salo of Freeholds, Leasaholds ana ather $6 | 
Debo Velsdov feo 16^ се I 1,953 
——— 63,894 
Balance at 25th February, 1956 £170,746 
‘General Reserva: 
As at 26th February, 1955 75,000 
Deduct: Payments in respect of penslon a and superannia- 
tion schemes = 9,588 
Transfers to: 
Reorganisation of Branches Reserve 10,000 
Provident Reserve... .. . +. 10,000 __ 
—— 29,588 
Balance at 25th February, [956 ., х9 а. £45,412 
Reorganisation of Branches Reserve: 
" Transfer, from General Reserve .. 10,000 
Deduct: Expenditure at Branchet; while dowd ‘for re- 1 
organisation ET .. E 1,170 
Balance at 25th February, 1956 .. .. .. #8,830 
Provident Reserve: 
` Transfer from General Reserve wa as 10,000 
Deduct: Expenditure during the period ` s» .. 400 
Balance at 25th February, 1956 £9,600 
Provision for Walfare and Provident Payments: . 5 
Аз at 26th February, 1955 vs y .. 4,924 
Add: Charged to Profit and Loss Account .. ae . 6,000 
£10,924 
Deduct: Expenditure during the period 5,74> 
Balance at 25th February, 1956... |e e oes £5,181 


2. Management Remuneration of Directors Includes the salaries of two 
Departmental Managers whosa remuneratioh was previously borne by 
thelr respoctive departments. 


APPROXIMATE STATEMENT OF CAPITAL AND RESERVES 
REFERRED TO IN THE CHAIRMAN’S STATEMENT 


CAPITAL. . -£ £ 
Preference Stock 100,000 
Ordinary Stock 150,000 

-— 250,000 


CAPITAL RESERVES: 


Realised Profits as at 25/2/56 "T 170,746 
Add: Net Surplus on salo of Treeholds. vi 120,832 
——ÀáÀ 
291,578 
Deduct: 
Amount applied to ashi а аи со У Stock: 
holders. .. 150,000 3 
——— 141,578 





REVENUE RESERVES AND SURPLUS аз at 25/2/56 196,535 


Profits Tax Distribution Charge on capital cash 











distribution to Stockholders (estimated) 16,500 
x: —=+ 180,035 
: 571,613 
SURPLUS ON VALUATION ОР PROPERTIES 280,661 
£852,274 
REPRESENTED BY, | 
Fixed Assets: А 
Good will 55 ~. £x Уу) Nil 
Freehold Properties, Book Value es .. [09,840 
Less Mortgages ua w . 73,860 
| 35,980 
Leasehold Pgpperties, Book Value .. a .. 160,700 
. > | i £196,680 `` 
As independently valued (less нај 467,390 
Plant at cost, jess depreciation written off 4. .. 153,373 
Trade Investment, at cost Rs Maz" qu 1552 
• Investment In Subsidiary Companies, atot .. 0 L. ..7 4238 
Net Current Assets .. , >e «E SL .. 226,121 
5: A P M 
£852,274 


Я . “9561 unf i1] 
"вигдипоггу рагоча : | ‘TDH ‘чорист 'ifeAA uopuo1 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Classification and Coding 


Sir, – May I underline your correspondent, Dr Risk’s 
remark (Correspondence columns, July 21st, issue), 
r that the paper The classification. and coding of 

accounts, deals with principles? i 

As such, it deserves study by those connected with 
the small as well as the larger business, for one too 
often finds that the expansion of a business calls for 
a complete tearing down and rebuilding of the 
accounting system. 

Whilst writing, I would query Dr Risk's use of the 
expression ‘electronic book-keeping machines’, for 
it mixes two eras of accounting thought. 

Yours faithfully, 
Hayes, Мад, A. J. PERERA. 


Charity Finances 


Sig, - Mr L. E. Savin, in his letter published in 
your issue of July r4th, offers excellent advice on 
charity finances. 1 venture to suggest, however, that 
he has given slightly the wrong emphasis to the need 
to maintain a sound financial position. While this is 
undoubtedly true, it is not the first requirement and 
furthermore it requires careful interpretation. 

In my experience of several charities, the first 
essential is to see that the charity is fulfilling its 
functions in an energetic manner which is plain for 
all to see. If the time comes to widen the activities, 
do that first and ask for the money afterwards. I 
have never known it fail with a worthwhile cause and 
discreet publicity. 

The building up of capital funds must be kept 
within bounds. People today like to see their donations 
being spent on something useful rather than being 
eaten away by inflation. 


Yours faithfully, | 
Gomersal, Nr. Leeds. P. V. WATKINS. 


Pensions for the Self-employed 


' Sm,- In the editorial column of your issue dated 
July 21st, 1956, you are guilty of a surprising mistake, 
which, if uncorrected, could harm the cause of the 
professional self-employed. 

You suggest, when discussing the pension relief 
| for the self-employed contained in tle Finance ВШ, 
` that by raising the maximum permitted contribution 
to £750, the Government was granting a greater 
relief than that recommended by the Second Tucker 
Committee. Nothing could be further from the truth. 
The Tucker Committee imposed по limits whatever, 
upon the maximum sum that could be set aside" 
annually as a pension contribution except that im- 


posed by reference to the maximum permitted 
percentage of earnings, (incidentally 12 per cent and 
not the Іо per cent as provided in the Bill). It is true 
that this figure of 12 per cent was to be reduced to 

per cent in respect of the second £5,000 of a man's 
income and to 6 per cent in respect of income in 
excess of £10,000, but, I repeat, no limit was set 
upon the size of the sum that could be contributed. 
Indeed, the Committee recommended that even these 
reduced percentages should not apply where 'it is 
shown that the capital assets position. in relation to 
the total earnings warrants that course' (Ста. 9063, 

paragraph 394). Thus the Committee's recommen- 
dation was, in effect, that a maximum pension con- 
tribution of 12 per cent of a professional man's 
earnings should qualify for full income tax and surtax 
relief, however large the resulting contribution might be. 

The difference between that and the meagre 
provision made in the Bill is very marked, especially 
for those earning more than {£7,500 per annum. 
Their numbers may not be great, but their importance 
to the nation is out of all proportion to their numbers. 
If they are to be prevented from seeking wider 
opportunities elsewhere in the world, and if the 
rates of surtax cannot be significantly reduced, at. 
least let them be put upon a par with those who are 
the fortunate beneficiaries under "Top hat' schemes 
in respect of which no upper limit is imposed. The 
Government is to be congratulated upon having 
made a start with this important reform: they must 
not be encouraged to think that they have done all 
that needs to be done. 

` Yours faithfully, 
Temple, London, EC4. PATRICK Ee 


{Our correspondent is perfectly right in saying that 
the Tucker report did not recommend an overriding 
maximum on the deductible premium. It recom- 
mended a limit of то per cent of earnings up to £5,000 
(for the kind of pension dealt with in the Finance Bill), 
7% per cent of the next £5,000 and 6 per cent of the 
balance. — Editor.] 


Registration for the Profession 


Sm, – With reference to my letter which appeared in 
your issue of July 7th and Sir Russell Kettle’s com- 
ments thereon, it may be unfair to attribute to Sir 
Russell words which he did not actually use, but the 
written word has an uncanny habit of reflecting the 
writer’s thoughts. 

° In his address which appeared in The Accountant 

ФРАрш 28th, 1956, he used the words: 

‘... it might even be suggested that much of such 

work did not call for the employment of a profes- 

sionally trained amd qualified accountant’. 
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Either Sir Russell agreed with this point of view or 
he did not, and as a past member of the Council of 
the Institute I. suggest that if it did not represent his 
own view, he should have at least added a phrase such 
as ‘with which I do not agree’. By omitting to do so 
it is not unreasonable to assume that he had no strong 
feelings in the matter. 

Further, I should point out that Sir Russell’ has 
failed entirely to deal with my point as to educating 
the public in the difference between the quality of 
services. rendered by qualified and unqualified 
accountants respectively. My contention is that it is 
obviously impossible for the individual accountant 
to do so on other than a very limited scale and that it 


-July 28th, 195 


is, therefore, the duty of the bodies who profess t 
represent the interests of their members, to do so. 
Yours faithfully 

Hitchin, Herts. S McCOMBIE. 
[Sir Russell Kettle writes: Mr McCombie quoted m 
twice out of context and to justify the impressions h 
created he now attributes thoughts and feelings to me 
Whether in doing so he is correct or incorrect i 
irrelevant to the practical considerations to which 
drew attention in the footnote to his previous letter 
I was solely concerned to remove misunderstàndinj 
and it was not my purpose to comment upon view 
Mr McCombie máy hold on the question of едисашту 
the public’ Л : 


CURRENT LAW 


Legatee’s Absolute Right to Shares 


-In Re Weiner’s Will Trusts; Wyner v. Braithwaite and 
Others ([1956], 2 All E.R. 482), fn plaintiff had, in the 
events which had happened, become absolutely 
entitled beneficially to 45 per cent of the testator’s 
estate. That estate consisted of shares in a private 
limited company. The plaintiff requested the trustees 
to transfer to him the portion of the estate to which 
he was entitled, but the other beneficiaries, upon 


whom the remainder of the estate was settled in. 


various portions, objected to the transfer of shares to 
the plaintiff on the ground that a number of shares in 
a private company were not so valuable severally as 
they were as a whole, so that the splitting of the hold- 
ing would be detrimental to their interests. These 
beneficiaries desired that the trustees should retain 
the shares. Harman, J., took the view that a person 
who was beneficially entitled to part of a holding of 
shares subject to a trust.for sale had a right prima 
facie to require the trustees not to sell but to transfer 
his shares to him in specie, shares being of themselves 
easily divisible. His lordship thought that it was only 
in special circumstances that there could be a 
departure from that principle, although the shares 
might be shares in a private company, and that there 
were no such special circumstances in the case before 
him. 


Action by Minority 
In Pavlides v. Fensen and Others ([1956], 2 All E. R. 
518), the plaintiff, who was a minority shareholder in 
a certain company, brought an action on behalf of 
himself and all the other shareholders except the 
defendants (who were three directors of the company), 
in which he alleged that the defendants had been 
negligent or were guilty of misfeasance because they 
had sold a valuable asset of the company at a price 
which the plaintiff alleged to be greatly below the trye 
market price. The plaintiff maintained that he was 
entitled to obtain the assistance of the Court Бесабѕе 
he could not requisition or attend a meeting of the 
company and the defendants could control it and so 
prevent it from taking action against them. The 


plaintiff did not дез that the sale in Еа wa 
ultra vires, nor did he allege fraud on the part of th: 
defendants. The defendants made application for th 
preliminary determination under R. S. C., Orde 
25, Rule 2, before the trial of the action of th 
question whether on the facts alleged the plaintif 
was entitled to institute.or maintain the action 
Danckwerts, J., held that as there was no question o. 
fraud or an ultra vires.act, the plaintiff was not s 
entitled; although the Rule in Foss v. Harbottle ((1843) 
2 Hare 461)- that, in the absence of fraud, th 
majority is entitled to control the company, and th 
Court will not interfere at the instance of the minority 
— was subject to exceptions, the facts of the presen’ 
case did not png it within those exceptions. 


Employer" s Liability to Employee 


Simons v. W. H. Rhodes & Son Ltd and Anothe 
([1956], 2 All E.R. 569), is a case which shows tha' 
the employer's liability for his employees’ safety doe: 
not cease merely because they are working on a thirc 
party's premises. The plaintiff was the servant of the 
first олт (who were a firm of stevedores) anc 
was injured by tripping over a ring-bolt or cleat or 
the second defendants’ ship. There was evidence tha 
the lighting of the vessel was inadequate. In an actior 
by the plaintiff for damages in respect of injuries 
which he sustained in the accident, Ashworth, J., helc 
that the shipowners were liable, and that the steve- 
dores were not. 'T'he Court of Appeal held that tht 
first and second defendants were equally to blame 
because the stevedores had as good an opportunity a: 
the shipowners of knowing how inadequate the light. 
ing was, and they took no steps to remedy it. While 
the decision turned on the statutory duty cast upor 
the defendants by the Docks Regulations, 1934 
(S.R. & O. 1934, No. 279), the plaintiff alleged : 
breach of the defendants’ common law duty as well 
and it is clear that a master is always liable to take al 
reasonable steps to ensure hit servant’s safety, ever 


*though the job on which the servant is engaged take: 


him out of his master’s immediate control. 
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EE ABACUS SOCIETY, ‘SAO PAULO, BRAZIL 


PANEL OF EXPERTS 
TO ANSWER MEMBERS’ QUESTIONS 


The third annual general meeting of The Abacus 
Society was held on April 28th, 1956, at the Cultura 
Inglesa, Avenida Higienopolis 449, São Paulo, Brazil. 
Mr G. H. Osborn, President, was in the chair and 
there were 18 members present. 


PRESIDENTIAL ADDRESS 
Membership 


In the course of his presidential address, Mr Osborn 
referred to the membership of the Society, the net gain 
in which, he said, if not spectacular, can be considered 
satisfactory, and he believed that the Society is now 
so well founded that it automatically attracts and 
recruits as members the majority of accountants on 
their arrival in São Paulo. The following table shows 
the change of membership between April 1st, 1955, 
and March, 31st, 1956. . 
Total 





Total New 
з April ти, mem-  Retire- March 
ORDINARY ` - 1955 bers ments 3151, 1956 
English Chartered? 15 5 4 16 
Scottish Chartered 5 I 2 4 
Incorporated: I 3 - 4 
Certified 2 I I -2 
North American C.P.A. 1 I – 2 
New Zealand Society 2 =- - 2 
| 26 7 | 30 
ASSOCIATE 5 - - 5 
TOTAL | 31 I1 7 35 
Finances 


The President said that the financial position of the 
Society is ‘very satisfactory’. He continued: 

‘The policy of your Committee continues to be to break 
even on the dinners preceding meetings, while utilizing the 
subscription income to pay the members’ dues to the 
Cultura Inglesa and defray any exceptional expenditure. 
The only exceptional item of expense during the year under 
review was the Christmas party, the cost of which exceeded 
the amount recovered from members by CR 84.227,60. 

“The item of sundry income — CR $1.000,00 represents a 
contribution by the Abacus Society of Rio de Janeiro 
towards the cost of monthly bulletins supplied to them. 
Since this bulletin is prepared and distributed at no. cost 
to the São Paulo Society through the generosity of a member, 
the contribution by the Rio society was,clear profit without 
which the year's net resultant excess of income over 
expenditure would compare closely with that of the previous 
year. ‘ 

Meetings 
"Ihe year under review has been heglthily active and 
during its course the Society held 14 meetings, 2 to meet 
visitors to Brazil, 2 to hear local guest speakers, 5 to hear 
addresses from members and 5 for domestic or social 
reasons. 


‘Probably the outstanding meeting of the year was the- 


debate on profit-sharing and co-partnership schemes in 
January 1956, led by two prominent 540 Paylo businegs 
men – Mr Dudley Bennett and Mr Geoffrey Hamber. This 
meeting produced a record attendance at a Society meeting 


a . 


(including visitors) and a lively debate ensued on the 
provoking subject-matter. 

"Towards the end of the year Mr M. I. Epps А.С.А., 
came along with a useful contribution towards the solution 
of the long-standing problem of accountin for changing 
money values, and it is hoped that his excellent paper will 
be printed in due course for issue to members. . 


Panel of Experts 
With regard to future meetings, the President said: . 

*. . the retiring committee feels that more of our monthly 
reunions should be devoted to the discussion of current 
pra ractices and problems of the accountancy profession in 

razil, at which meetings new-comers to this country 
may, in a frank and convivial atmosphere, bring forward 
their problems to fellow members with longer experience 
of Brazil. То this end, a panel of experts, consisting of four 
members with a weight of professional and commercial 
experience behind them, has been appointed to sit at the 
May 1956 meeting and answer questions submitted by 
members . 

After mentioning the sporting activities, the President 
referred to the Abacus Bulletin, of which he said that 
the Vice-President, Mr M. M. Potter, had succeeded 
in maintaining the quality at the same standard of 
excellence it possessed under its former editor, Mr 
W. G. Palmer. He also thanked Mr C. Glenton, the 
Secretary, and Mr C. J. Cross, the Treasurer. 


S ^ Relationship with 


Accountancy Bodies in Britain 
The third year in existence of the Society, he said, 
has seen the creation of relationships between the 
Society and the leading accountancy bodies in Britain. 
He continued: 

‘The interest shown by these bodies in our small Society 
has given us considerable satisfaction and has also provided 
a stimulant in the pursuance of the Society's objects.’ 
Mr Osborn continued with comment оп · ‘the national 

and economic developments in Brazil and concluded 
by expressing his appreciation of the work of the 
members of the committee. 4 


Elections. 


As a result of a ballot, members elected the following 
committee for the year to March 31st, 1957: Messrs 
C. E. G. T. Kirk; C. K. Atkinson; M. M. Potter; 


"С. J. Cross; С. Schwartzkopf. | 


š Votes of Thanks 

Mr C. E. G. T. Kirk proposed а vote of M to 
Mr D. I. Grant for the way in which he bad conducted 
the second part of the meeting, and to the auditors 
for the work they had done. Mr C. K. Atkinson pro- 
posed a vote of thanks to the retiring president, Mr 
«5. H. Osborn, for the sterling work he had done in 
his year of office and expressed the Society's best 
wishes to Mr Osborn who is shortly leaving for the 
United Kingdom and is not expecting to return to 
Brazil. 

All these votes of thanks were passed by acclamation. 
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NOTES AND NOTICES 


Personal 


Messrs Srov, Hayward & Co, Chartered Account- 
ants, announce that as from July зо, 1956, their 
offices will be removed from 22 Upper р е 
Street, London, W1, to 97 and 99 Park Street, London, 
Wi. Mr C. H. BARCLAY, Е.С.А., will remain at 22 
Upper eee Street. · 

D. W. H. Pure? & Co, of Long Eaton, and 
Messrs D. W. H. Purr & Son, of Nottingham, regret 
to announce the death of Mr D. W. H. PHIPP, Е.С.А., 
their senior partner and founder of both firms, who 
had been in practice for nearly fifty years. Both prac- 
tices will be continued under the same style as 
heretofore. 

J. SuMMERsEILL & Son, Incorporated 
Accountants, of 1 Temple Court, Victoria Street, 
Liverpool, 2, announce that Mr James RODNEY 
SUMMERSKILL, B.COM., А.5.А.А., has been admitted 
into partnership. The style of the firm remains 
unchanged. 


Munster Society of Chartered Accountants 


The annual general meeting of the Munster Society of 
Chartered Accountants was held at The. Lake Hotel, 
Killarney, on June 16th, with Mr W. H. O’Donnell, 
B.COMM., Е.С.А., Chairman of the Society, presiding. 
The report of the committee for the period January 
Ist, 1955, to April 30th, 1956, which was presented 
and adopted, records a successful year in which nine 
lecture meetings were held – буе in Limerick and 
` four in Cork. Other activities included a formal 
dinner in Cork at which eighty-seven members and 
guests were present. 

The Chairman of the Society, in addressing the 
meeting, thanked members for their enthusiastic 
support during the year and looked forward to an 
even more successful season for 1956-57. He paid 
tribute to the generous help given to him by the 
members of the committee and by the honorary 
secretary and honorary treasurer. He also thanked 
the Council of The Institute of Chartered Account- 
ants in Ireland for the continued interest and help 
given to the Society. There were still some members 
of the Institute in Munster who were not members 
of the District Society and he appealed especially 
to such members to join and support the District 
Society in its activities. 

The annual outing and dinner of the Society was 
held in conjunction with the annual general meeting 
in Killarney on June 16th. There was an impressive 

-attendance of members and guests, sixty-five of 
"whom attended the dinner. There was a large entry 
for the golf competition which was won by Mr, 
5. L. Doyle, of Cork; Mr J. С. Geary of Limerick, 
being runner-up. Mr Robin Hilliard, of Killarney, 
won the fishing trophy kindly presented by Mr J. С. 
O'Connor, F.c.a. Special prizes were also presented by 
Mr G. M. Wheeler, chairman of the Dublin Society, 


who attended, and by Mr A. E. Dawson, F.c.A., a 
member of the Council of the Institute. In the 
evening, the prizes were awarded by the chairman 
and an enjoyable concert followed. 

The following officers have been elected: for 
1956-57: i 

Chairman: Mr W. H. O'Donnell, B.COMM., Р.С.А. 

Vice-Chairman: Mr J. C. O'Connor, F.C.A. 

Hon. Secretary: Mr Michael J. Riordan, A.C.A., 11 South 
Mall, Cork. 

Hon. Treasurer: Mr R. A. O'Leary, A.C.A. 

Hon. Auditor: Mr B. P. Clibborn, A.C.A. 

Committee: Messrs W. H. O'Donnell, B.COMM., F.C.A.; 
J. C. O'Connor, F.c.a.; S. Lilburn, B.A, B.COM., F.C.A.; 
R. P. F. Olden, r.c.4. (Member of the Council of the 
Institute); T. A. Duffy, F.C.A.; А, N. Murray, M.COMM., 
A.C.A; К. А. O'Leary,*A.C.A.; J. С. Downes, B.COMM., 
(Student member); R. G. Matthews (Student member). 


Industrial Bankers’ Association 
The first general meeting of the Industrial Bankers’ 
Association was held on June 22nd, when «he follow- 
ing members of the Council were elected: 
Messrs F. S. Eacott (Chairman), Belmont Finance 


Corporation; J. B. Campbell, Campbell Discount Co; 
G. F. Corber, G. & C. Finance Corporation; R. S. Daven- 
port, A.C.A., ity Credit Co; J. Handford, Milford Mutual 
Р : R. . Kirkpatrick, Е.8.А.А., Marlborough Finance. 


Secretaries: Messrs R. G. Kirkpatrick & Co, Incorporated 
Accountants, 64 Wool Exchange, London, ECa. 


Public Relations Adviser: Mr J. W. Huntrods. 

The aim of the new association, the formation of 
which was announced in our issue of March 24th last, 
is to establish certain standards of procedure and 
conduct for its members, who will be finance houses 

: dealing with hire-purchase business. The new organ- 
ization will be complementary to such existing trade 
bodies as the Hire Purchase Traders’ Association and 
The Finance Houses’ Association. 


Chartered Accountant Chairman of 
Office Management Association 


At the annual meeting of the Office Management 
Association, held on July 19, Mr S. E. Kerridge, 
C.A., was elected chairman of the council for the year 
1956-57. — 

Mr Kerridge, who is office manager of John Holt & 
Co (Liverpool) Ltd, has been a member of the 
Office Management Association since 1948. He was 
elected a Fellow of the Association in 1953 and was 
chairman of the Liverpool branch from 1951 to 
1955. He has been a member of the Council of the 
Association for tbe past five years, and since 1953 has 
been chairman of the Publications Committee. 


The Professional Classes Aid Council 


• The Council's report for the year ended March 3186, 
1956, records that total availablé income for the year 
amounted ‘to £18,553 (£17,461), including £7,953 
(£8,238) available from subscriptions and donations. 


* • 
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The total expenditure amounted to £19,035 (£17,046), 
comprising £13,983 for relief of all the several kinds 
mentioned in the report, £3,297 for administration 
costs and £1,755 for other expenses, including 
publicity, rates and property repairs; the excess of 
expenditure over income was balanced by drawing 


from reserves. The figures in brackets are | those of 


the previous year. 

Two hundred and eighty-six families were helped 
during the year. In addition to general assistance 
given in cases of distress, grants were made for the 
education of children and training of students and 
for additional help in the cases of elderly and infirm 
people. 

The address of the Council, on which the Institute, 
the Society and the Association are represented, is 
20 Campden Hill Square, London, W8. 


London Computer Group 
The first convention of the London Computer 
Group was held at the beginning of this month and 
was reported in our issue of July 7th. The two 
papers – orte by Professor B. С. Lemke, PH.D., C.P.A., 
Professor of Accounting, Michigan State University, 
on The effects of data-processing on accounting and 
the other by Mr G. J. Mills, Deputy Controller 
of J. Lyons & Co Ltd, on Electronics in the office — 
will be reproduced in early issues of The Accountant. 


Annotated Tax Cases 

Part x of Volume XXXV of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.c., is published today 
and contains reports, with notes on the judgments, of 
the following cases: Wager v. Watson (Ch.D.); In re 
Barbour's Policies (C.A.); In re Wrightson's Policies 
(CAS Firestone Tyre & Rubber Co Ltd v. Lewellin 
С.А.); Wiseburgh v. Domville.(C.A.) The Anglo- 
French Exploration Co Ltd v. Clayson (C.A.); Ward v. 
New Zealand C.I.R. (P.C.); New Zealand Commissioner 
of Stamp Duties v. New Zealand Insurance Co Lid 
(P.C.); In re Parkes’ Settlement (C.A.); Leigh Spinners 
Ltd v. C.I.R. (Ch.D.); Chloride Batteries Ltd о. Gahan 
(H.L.); Regina v. Hudson (C.C.A.); C.I.R. v. The 
Butterley Co Ltd (H.L.); Maclean v. Trembath (Ch.D.) 
САЛЕ. v. Hartley (Ch.D.); In re Weigall’s Will Trusts 
(Ch.D.); Earl of Shrewsbury v. CIR. (Ch.D.); In re 
Pelly's Will Trusts (СА. C.I.R. v. Bew Estates Ltd; 
C.LR. v. Westbury (Ch.D.). 

The index of names and subjects qf cases to Volume 
XXXIV is also being published and when received 
tbis volume may be sent for binding. 

The annual subscription to the Annotated Tax 
Cases is 30s post free: the publishers are Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
ЕС2. 

Our Weekly Problem 

Мо. 128: CHARLES Casts 
Charles Sidate was fighing the left bank of а headland 
with straight sides which jutted out intq the loch, 
He had reached a point 8o yards from the tip when 


he decided to walk over to the оше side by the . 
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shortest route to see where Ivor had got to. When he 
had gone 15 yards and had another 33 yards to go, 
he saw Ivor making a fire for tea at a point 15 yards 
г from the right bank.-Charles decided to have a final 
cast from both banks of the headland before tea. 
Instead of going on to the right bank he took the 
shortest route to lvor's fire, beginning by walking 
parallel to the right bank. 
How far did Charles walk to tea from where he first 
saw Ivor? . 


The answer will be published next week. 


ANSWER TO No. 127: Ву Can iN BOSWELL’S TRACKS 
If L is the level mileage and D the downhill mileage: 


Time there = 


From which L = 48 and D = 28. 
The total distance there and back was 264 miles. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or JULY 30TH, 1881 
Letter to the Editor entitled 
Tue INSTITUTE OF CHARTERED ACCOUNTANTS 


Sir,—Will you permit me to return to that еуег- 
green topic—the Council? Following out the terms 
of the Charter, the members of the Institute will 
shortly be called upon to elect another Council. I 
have a vote, which I confess I should like to use in a 
common-sense way—not voting for one candidate 
because he has a large practice, or another because his 
qualifications may be affability and good nature; 
but because they hold certain views connected with. 
the Institute with which I agree, and upon which they 
have acted in the past, affording me some evidence 
of the course of their action in the future. 

І have no means of arriving at a reasonable con- 
clusion. 

'The Council have hitherto been an occult body, 
sitting with closed doors—and where questions of a 
personal nature are concerned, properly so. What 
I complain of is, that their deliberations on matters 
that solely affect the body corporate of the Institute 
are a sealed book to us. There have been many such 
matters since they took office, and it would be inter- 
esting and instructive to have a resumé of their pro- 
ceedings, with the resolutions submitted and the 
division lists thereon, if only it be the means of 
rescuing lights at present hidden under a bushel. 

I believe I am not alone in this simple desire to 
exercise my vote with the consistency I endeavour to 
exercise at other elections of representatives, and ` 
I trust others will urge upon the Council the desira- 
bility of their proceedings other than those of a 
Rersonal character, being briefly reported in some 

* medium to which all those whom they concerned 
might have access. 


London, July 2gth, 1881. 


Yours, &c., 
Bis. 
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ACCOUNTANTS IN ENGLAND AND WALES 


Results of Examinations held in May 1956 


Certificates of Merit with Prizes Awarded 


FINAL EXAMINATION 


Held on May 29th, 30th and 31st and June Ist, 1956 


Firit rera: of Merit, the Institute Prize, the W. B. Peat Medal and Prize, the William Quilter Prize and the Plender Prizes for the 


Second Certificate of Merit the Walter Knox Scholarshi, 


Taxation and the Auditi: ng papers 
Botterill, Deryck (N. E. Erith), St Austell. 


Brown, Colin Ian (M. L. Grant), London. 


‘and the Plender Prize for the English Law (Part ID paper 


Third Certificate of Merit and the Plender Prise for the General Financial Knowledge and Cost Accounting paper 


Davison, Ian Frederic Hay (Е. S. Bray), London. 


Fourth Certificate of Merit j 
Cottee, Michael (T. R. McBride), London. 


Fifth Certificate of Merit 
Norman, Geoffrey (R. С. G. Tibbles), Londón. 


Fifth Certificate of Merit and the Plender Prize for the English Law (Part I) paper 
Haygarth, Edward James Anthony (А. C. не Liverpool. . е 


Full List of Names of Successful Candidates 


(in alphabetical order) 
Adamson, R J. CH Young), Bristo! Bunster, A. H. (S. Makin), London. 
J. M. H, Chips) 1 London. Burges, J. С. D. F. Guyton), Letchworth. 

hile, A Де. J. PAS shott); Birmingha 

Armstrong, R.-H. (J. Wilson); Mid зена Camamile, N. J. (J. Camamile), Lincoln. 
Arrowsmith, F. (C. Haywood), Bolton. Carr, N. Ё. c , Smothurst), Grimsby. 
Ashton, B 3 eub. Corben London. Carter, A. d Wo Wido London. ` 
Aahto: Carter, p: li A. W. White), London. 


prt РО, B. (M. 
Avion, G, E. (E.S 


e) qaban. Ryde, Isle of Wight. 
. Browhe), ‘Liverpool: 


, P.H. (A. M. Edwards), Luton. 


NM HA (E. S. D 
y, < 
Baird; A, D 
Baker, S. .H 
Bamford, АЕ. а ГШ), London. 
Barnett, G. N. x 


w, G. 
n Rd Jackson), 
M. H. (C. 


A. Calverley), London. 

. Bavin), London. 
„(5. C. M. Smith), London. 

a зе) Manchester. 

Goldstein), London. . 

E. Evans), Chester. 

ndon. 


W; H. Jackson), Nottingham. 


Base, Т. J. [i Collins), Bournemouth. 

Batty, J. F. - Lorimer), Portsmouth. 

Bayliss, M E D'Arcy Mason), Birmingham: 
Braver] À. . Beaver), Southport, 

Beck, M. W H. Lyth), Hastings 

Beesley, R.W . Tooth), Coventry. 

Bendig, M. (J..L. Simpson), Bradford. 

Benjamin, I. B. (8. G. Rowlandson), London 

Bird, M. C. (D. A. Owen), Leamington Spa 
Bissolotti, R. A. (R: C.-Gilbert), London, ` 
Blundell, P. D. H. (K. R. R. Readhiead), London. 
Bolton, J. S. (T . L. Waring 

Bolton, NW D. Bolton), е 

Boltsa, М. (С. Woolfe), Manchester. 

Bookey, B. 5. (S. A. Kleinberg), London. 

Bool, M. C. (W. E. Burnley), eovil. 

Boot, L. (L. F. Judge), H 
*'Botterill, D. (N. E. rith), St de: 


Boulton, M. А, (Е, 
Bridgford, K. G. (B. Wood) 
Brooks, R. G. (D. B. ана 


W. Dowdy), Lo 
radford. 


Brough, S. J Walton), L 

*Brown, С. I L. Grant), London. 
Brown, C. P . E. Evans), Manchester. 
Brown, I. C. . G. Tate), London. 
Browne, J. D. (C. E. B. Young), London. 


. Brownson, K. 


cK. (J. R. Burne), Liverpool. 


A J. Nash), Preston. 
Ch Сача А. М. MS to M. Darton), Rochester. 
Cheah, in, e 8: (S. Cohen), London. 


ndon. 
5 M Ponder 


Clarke, D. F. (F. E. Ellis), London. | 
Clayton, J J 0: (E WW Manchester. 
Clinkard, alford), Stockton-on-Tees. 
Cochrane, $4 M. (R. D. Edge), Manchester. 
Cohen, D. S. On R. Nathan), London 
Cohen, L. (N. W. Newman), London. 
Collins, D. R. G. (D. Lorimer), Portsmouth. 
Collins, J. G. (У: А. Rawlinson), PR 
Comerford, M. А. (E. Н. Glaisby), Leeda. 
Cook; T; M. (M. Wheatley Jones) ‘Manchester. 
Cook, P. Е. (D. C. Wilson), London. 
*Cottee, M. (T. R. McBride), London. 
Cound, D. M. A. (A. P. "Turner , Loughborough. 
Counsell, Е. E. (C. О. Saxby), Birmingham. 
Cox, B. B. (O. Bromley, Kent. у 
Cox, 8. A. (G. P. Clarke), London. 
Crimp, G. G be), Plymouth 
Croft, А. ie С. Churcher), London. 
Cross, P. J. У. (R. L. Tillett), London. - 
C . R. (R. Crozier), chester. 
Crowe, F. .M. (8. 'Апдегвоп), Leeds. 
Dalal,. S. P. (T. W. iei London. 
Dale, K, T. (E. R. Bosley), Birming irmingham. 
Davies, E. È A. (D. H. Rooke), London. 
Davies, I. L. (B. A. Holroyd), London. 
Davies, 1. L. . A. Holmes), Leeds. 
Davis, D. Т. (T. G. Davis), ingdon; 
• Davis, N. i .N. Strevens), Contes 
*Davison, I. Е. H. (Е. S. Bray), Londo. 
Davison; r a A. пат Newcastle upon а Tyne 


ә * See also Certificates of Merit above. 
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Denney, С. Н. (C. E. Hall), London. ocu 
Denning, J. R. N. P. (J. D. Russell), London. 
Desmond, P. (S. G. Rowlandson), London. 
Dickie, J. McK. (P. R. Frere), London. 
Dobson, M. F. . F. Curtis), Exeter. 

Docwra, J. (N. Brett), London. 

Dowden, M. С. (А. С. Dowden), London. 
Downes, Р. С. (J. С. Beaumont), Leeds. 
Dunn, Е. M. (H. Sansom), on. 


Fairfax-Lucy, D. £ 
(D. W. Stirling), Birmingham. 
G wyn Bay. 
шу. 
. Alderson), Manchester. 

. H. M. Isle), Bradford.” 

. Trease), Nottingham. 


Forbes, |. B WR. Pitt), Manchester. 
Fortune, S. W. (J. C. quis tm Hartlepool. 


s Turton), Nottin ham. 
Huddersfield: 
L. jin ner), Manchester. 


. С. Frana), London. 

А London. 

K. Crowe), Weston-suger-Mare; (Plender 
doanced Accounting {art рари). 


м. (R. Сг, 

. ( Е. imble), То Sheffield. . 
. Usher), Manchester. 

M London. 


ME pm Preston. ` 
) » Cardiff. c 
, London. 

(A. aa , London. 

. Wheeler), Exeter. 


G. Martin), London. 
lphick), Chester. . .. 

.C. Fortune), West Hartlepool: 

. L. Atherton), Bridport. 

: 0. В. 5. Marth), Loughborough. 


m 
Hs 
а. 
| Pres 
wn, 
28200) 


ELS 
ISI 
der 


2 


(A. C. ornton), Liverpool. 

· Curtis), Exeter. 

„Е. Pil ) London. * 

A, Bar ley), Manchester. 
LJ. Pinge), Fondon. eave 


а 


Q: 
< 
с 
nic 


мј. 


Heggie, b, ED 


~ 


рег). 
5 ool. 

Hocknell, M. G. (H. S. 
Holehouse, K. T. (W. E. Blinkhorn), Bolton. s ue 
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Hopkins, K. M. (L. E. H. Bolton}, London. . 
Horstead, I. M. (H. E. Horstead), Potters Bar; ' - - 
Howarth, D. T. A. Macfarlane), Liverpool. 
Huckstep, C. P. (R. H. Dutchman), London. - 

Hunt, D. E. МЕ А. Clubb), Cardi E 

Hunt, D. J. (R. W. Hodges), Redditch, | 


Hunt, J. B. (A. E. M. Harbottle), В n" 


. W. Underwood), Nottingham. 
- Thompson), London. 


ackson, M. Т. (C. N. Bruce), Hull. 

anes, А. Е. (L. F. Hope-Jones), Lymington. 
enks, M. A. B. (Sir R. Jenks), London. 
ohnson, S, (F. Schofield), Oldham.  * 


ones, B. W. (R. H. Weston), Liverpool: . 
Joures, T. (D. O. розви а ondon. 
Jowett, P. .g. M . S. Coates), Newcastle ^ upon Туле. 


Kanter, H. (H. London), London. 
Kelly, O. (T. N. White), Liverpool. 
bd G. (D. M. Jones), Hull. 

P. Duffield), Walsall. 
allace Cash), London. 
Kirwan-Taylor, P. R. (H. . Sanders), London. 
Knowles, n N. (E. N. Knowles , Winchester. 
Kudlick, M. (H. Brandes), Lo on. 
Ladell gn (6. L. Bice), Truro, 
Law, J. 


) R. M. 
J. H. Allen), Abingdon. 


iss) 
A. G. C. 

Lawrence, P. (F. E. Worley),. 

Leaver, re 


0. М. arraday), Bury. 
а B. E (H. deis London. 
Liddelow, K. 


Lilley, R. W. 
Linton, D. E. 
Lockyer-Nibbs , 
Long worth, 


hy W. 
Loveday, P . D. ( 
Luckwell, J. G. ( 


Armitage), Manchester. · · 
E Grimsby. 
Bascombe), Bristol. 


McCormack, C. 
McCourt, 0. С. (С. 
Месо О G. 


G. R. 
N.G. 
a Lakeman), London. 
Neville), London. s у 
. (С. L: Woolvridge), Pandan: 
` Dorrington), Manchester. ў 
. Duncan), Liverpool. 
. R. Mc ride), ondon. 
Thomas), Lo: 


. Molineux), London.’ ^ - 
Шо) ОСС DE 
. Yoi ; Sheffield. : 
S. (formerly r with W. R. Graves, deceased), Cardiff. 
E. R. Nicholson), London. 
S. Josephs), London. 


, London. 4 
Jatterson), London. 
A Chubb), e S^ ef 


" H.. (A. A. D. Cope), London. 
D. VE 


T; e) London. . . 
S Gould) Lond don. 


, Newcastle upon Tyne. 
oe нене London. 
* Nunes- az; D» (с: Ellice), London. 

‘Nunn, B. R. G. Bromley), Southampton.» 


P 


O'Donnell, P. v. (E. w. Evans), Coventry. 


| * See also Certificates of Merit above. — * 
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Offer, F. H. P. ЈЕ C. Gilbert), London. 
Osborn, G. J. (А. E. Whitcomb), London. 


Page, J. R. (P. M. г id, London. 
пс С. 


Р „Р. о. (А. А. Johnstone), | Ellesmere Port. 
Patchett, P. E. (E. Eastwood), Bradford. 
Phillips, A. D. W. Evemy), London. 


Pickard, J. M. dv E. Parsons), London. 
Pitkin, A. W. H. Worth), Leicester. 


Pool, M. F. E Pool), Leicester, 
Port, D. C. (H. H. Baron), Manchester. 
Porter, S. (J. N. Bullivant), e), Torguay. 
Powe, J. D. (R. H. Passmore), s 
Pratt, D. Т. NN W. W: ard), Mikado 
Prentice, R. EE Burton-on-Trent. 
Presland, J. D. 5. Собак ndon. 
, D. C. (H. C. R. Thompson), Newport, Mon. . 
Pye, P. B. (R. E. Wagstaff), Birmingham. . 


Rafferty, J. (А. W. Wheeler), Tamworth. 
Raffray, A. J. H. (W. A. Hand); London. 
. M. (W. ЋЕ Ringquist), Stockton-on-Tees. 


W.J. W. I. Harley), Barrow-in-Furness. 
Reap, D. W. (E. J. Fawn), York. 
Reid, C. 3, London. 


(E 
. R. 0; D. Liggatt 
Reid, J. (T. H. Mitche 1), Manchester. 
H. (L. G. es), Liverpool. 
. Leather), Liverpool. 


.G. R. Ha "B. L. Murison), London. 
Roberts, D. (7. M. Howerd), London. . 
Roberts, D. W. (W. J. Brereton), London. 
Roberts M. E. (T. H. Burdon), Bradford. (Frederick Whinney 

Prise 
Roberts, M. W. E K. Evans), Llandudno. 
Ro , P. G. = D. Fincham), London. 
Robinson, A. S Fera L. Gibson), Bradford. 
Rodgers LR QE. D. Yerba) ete 

E erbury пдоп. 

ee с pN HRA 

Ogers, ite e anchester. 
Roper, D. cae ihe), Manc Liverpool. 
Roper, J. S. ‘Res МЕ son), Birmingham. 
Rose, E. P. Kandler), ее Ea 
Rosselli, J. M. (S. B. Smith), London, 
Rowlands, D. G. (C. Chipchase), London. 
Rudd, D. or Walton), L 
Rudd, F. C. (D. J. Dempster), Llanelly, 


. D. D. 4S. G. Hillyer), London. 

Scholey, G. M. (S. Scholey), Le 
tt, A. (G. Leather) E 

Sedgwick, C. E. (R. H. Clements), London. 
Sen, S. (J. B. Н. ), Manchester. 
Sexton, R. H. (G. 5. E Colchester. 
Sharpe, C. V. (D. A. Tripp), London. 
Shears, K. R. P. P. Coatsworth), London 
Shevlin, P. B. S. Murray), Newcastle upon Tyne. 
Пана Ју А. (I. H. Sharpe), Ilkley. 
Skelton, P. S. (F. IER , Horley. 
Skinner, R. G. (G. inbridge), Bradford. 


863 Candidates passed. 
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Slade, D. E. (E. W. Watta, London. 
Slee, G. W. (F. J. Robson), Manchester. 
Smailes, W. P. (S. V. Austin), London. 
Smith, А. M. (D. Winter), London. 
Smith, B. (E. . D. Taylor), Liverpool. 
Smith, D. C. (M. B. Hewitt), cds, 
Smith, R. G. ЈЕ. Fea), London. 
Snell, 'R. H. 7. Ballam), pawich. 
Spencer, M. ‘6 Grande) London. 
Stanger, P. J. \ underland), London. 


Stanley, N. F. (L. (9. Ср а ndon. 

Storer, J. C. (F. E. Proom), Newcastle upon Туле. 
Stoughton-Harris, А. G. (Е. R. Reber), London. 
Sykes, F. M. (R. Alexander), Newcastle upon Tyne. 
Symons, C. B. (F. D. Morris), London. : 


"Taylor, B. C. (P. А. G. Mullens), Swanaea. 

. Thacker, D. M. Smith), Baldock. 
Thomas, K. H. (F. A. Sibley), London. 
Thompson, А. Р. (В. Marsh), E. 
Thompson, M. (C. M. 5 А 
Thomson, D. К. (Н. J. d Birmingham. 
'Thorniley, О. R. (С. H. Storey), London. 
Towers, B. C. (K. J. d'A. Mason), London. 
Triantafyllides, S. A. (]. FL Wilson), London. 
Tucker, H. (N. Pilling), Manchester. 


Vaughan, E. K. (D. H. Rooke), London. 


Wakeling, M UN . Morris), London. 
Walker, J. Birmingham. S 
Walton, B. 5, (D. Battersby) Manchester. 
Wanigasekera, S, V. (S. J haytor) Liverpool. 
H. C. Tue ndon. 
. Lea), London. 

. M. (E. G. Turner), Manchester, 
Мај J. 9. bom London. 


White M. B 

White, W. J. E G, F. Cartwright), Horsham. 
Му P. Mill) T London. 

Wild, D ‘Manchester. 


AE . Clegg), 

Wilkes, A. D. (G. H. H. Yarnell), Brighton. 
Wilkins, D. G. (H. A. Snelli , London, 
Wilkinson, J. B. £ F. W taor, 
Williams, d: A. T. Denton), Liverpool. 
Williams, 'T . M. (К. B. Jones), Colwyn Bay. 
Willmott, P. J. (D. Winters, ndon. 
Wilson, B. A. (J. Taylor), Manchester. 
Wissa, S. А. G. ells), London. 
Wood, J. A. g; Saint), Carlisle, 
Wood, J. D. (F. A. P. ey), London. 

. (E. Mitchell), Chesterfield. 
. А. Dodd), Manchester. 
Wright, Т. C. (T. Y. Whittingdale), London. 
Wrigley, N. L. F. (J. E. Talbot), London. 


Young, S. (M. Lytton), London. 
Zeidman, J, С. (C. E. McLay), Cardiff. 
505 Candidates failed. 


INTERMEDIATE EXAMINATION 


Held on May 23rd, 24th and 25th, 1956 


Certificates of Merit with Prizes Awarded 


First Certificate of Merit, the Institute Prize, the Stephens Prise and the Plender Prizes for the Book-keeping and Accounts (Executorship) 
and the Taxation and Cost Accounting papers 
Parvin, Donald (G. Finch), Brighton. 
Second Certificate of Merit, the Tom Walton Prize and the Plender Prize for the General Commercial Knowledge paper 
Marsh, Michael (Se Blackburn), London. 


Third Certificate of Merit 
Parr, Geoffrey John 


. Fourth C. 


ertificate of Merit 
Preedy, Timothy George (D? Е. Ive. Plymouth. 
Fifth Certificate о 
* Marriott, James Alan (C. 


the Frederick Whinney Prize 


EeW. Hillyard), London. T 


Merit 
, Mead), London. 


• 
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Sixth Certificate of Merit and the Flight-Lieutenant Dudley Hewitt, D.F.C. Prize 
Winder, John Lindsay (Н, Mossop), Barrow-in-Furnesa, 


Seventh Certificate of Merit 
Thompson, Malcolm Ernest (V. L. Већ), London. 
Eighth Certificate of Merit. 
Goddard, Geofirey (V. P. Edwards), Worthing. 
Rathbone, Sebastian David (К. H. Fisher), London. 


Tenth Certificate of Merit 
Barton, John Bernard (P. H. Blandy), Nottingham. 


Eleventh Certificate of Merit 
Cook, Kenneth George Thomas (J. M. Keith), London. 


Twelfth Certificate of Merit 
Marsh, Peter (C. H. C. Mabey), London. 
Pointer, Michael Albert (R. W. Barrow), London. 
Rouse, "Richard Meadows (O. F. Jonea), London. - 


Fifteenth Certificate of Merit 
Kemp, Barbara Ann (P. H. Smith), London. 
Bryce, Neville Maurice (R. 7. Churchi у, Sunderland. 
Seventeenth Certificate of Merit 
Greenhalgh, Anthony John (J. C. Smethers), London. 
Norman, Peter John (R. E. Davis), Leicester. 


Full List of Names of Successful Candidates 
(in alphabetical order) 


Ablett, J. R. (W. H. H. рено), Hull. Black, B. W. (E. R. Hill), Nottingham 
Adams, R. (A. T. Brain), Hereford. Black, E. H. (W. E. R. Short), Liverpool 
Adcock, 0.9. W. (G. J. Pollard), Тасов: Black, Е. К. (M. S. Barker), London. 
Alden, D. J. (P. B. Маде) London. Blakey, W. J. C. (H. D. Waller), Newcastle upon Туп 
den D: Ty . M. (E. W. Hillyard), London. Bleazard, К. (А. S. Watkinson), Bla 1. (Plender Prise for the 
Allen, A. Ги d S. Black), rong on. Bookkeeping and Accounts Companies) paper). 
Andress, W. Brighton. Blumsom, J. D. H H. de C. Moore), London, 
Andrews, P. R. ( P Keele D Bristol. Blunn, (Miss) J. L. D. Ciarko), don. 
Angell, P. G. C. Barnes), London. . Boddy, LA R. (F. Hyatt), Sheffe 
Annison, R. (Sir R. Jennings), Sunderland. Bodinetz, L. W. (A. Jacobs), London. 
Ansdell, P. (L. Buckley); M anchester. Bodkin, R. (S. E. Worley), ourne. 
Appleby, D. G. (J. Н cock), Sheffield. Booth, ^A. T. e Yates), Manchester. 
itt, D.L. (Sir R. E. Yeabsley), London, Bosu, A. ER err London. 
Armstrong, G. D. g M. Fendi), Carlisle, Bowers, K. J. Ridsdale), London. 
Armstrong, H. C. À. (A. G. T. Oakley), London. Brace, À. L. .W. ges London. 
Artley, H. L. (F. C. B. Ashby), Scarborough. Bradbury, W. А. N. (F. H. Kershaw), Oldham. 
resi . B. (A. F. Newton), London. 5 Bradley, H. V. (W. R. McBrien), Hastings. 
Ashby, G. F. (T. A. Ryder), London. Bradshaw, ^3 . Battersby), anchester. 
Ashworth, J. P. (F. D. Marshall), Manchester. Bradshaw, R. . 8. Denn Leeds. 
Aspin, F. (F. Avi ison), Oldham. : Braid, M. LE . Sage), Rh 
Astin, J. C. (A. E. Spencer), Leicester. Bramwell, D Oe W. РАИ Whitehaven, 
Atwell, B. H. (8. Куат), ndon. Brazier, С. (E. G. Tilley), London. 
Auerbach, D. (B. Keane), London. Briggs, D . (W. H. Westhead), Stafford. 
Ayoola, E. 0. (R. F. Harding), Brighton. Brittain, J. . M. (J. B. арзу. Manchester. 
Brooks, B. G. Whittaker), Manchester. 
Bailey, T. (J. S. F. Hill), Nottingham. Brown, C. B. (E. A. Nickson), m), Blackpool: 
Baker, W. (5. M. саама), Liverpool. Brownhill, J. R. (R. W. C. Dunn), Birmingham. 
Ball, D. F. (R. L. Weavers), London. Bryant, D. У. (1. 5. "Taylor Gravesend. 
Ballantyne, I. S. (J. H. Deckel London. *Bryce, N. M. pl Ch ), Sunderland. 
Balmford, а N. (K. G. Darke), London. Buckley, D. A. (F. Howarth), Middleton. 
Banks, G. J. (D. H. D. Freeman), London. : Bunney, D. (E. Illingworth), Huddersfield. 
Banks, P. B. J. (L. R. Elcombe), London. Burch, P. J. (J. C. Yeates), London. 
Bardsley, D. A. B. (N. Smith), Hebden Bridge. Burges, R. T. (H. L. Thurgood), London. 
Barnes, D. J. We E. Francis), Leamington Spa. B , R. T. (J. M. Keith), London. 
Baron, А. R. О. В. Brige London. Burley, A. J. (E. F. T „ London. 
Barrington h, um, J . Rosser-James), London. Burnley, C. J. (F. Hack), Chester. 
Barsham, E. 5. (А. J, Вагаћат), ondon. Butcher, W. А, (А. Т. Mabe), Derby. 
Barter, M. T. (J. E. Allen), London. Bye, P. R. (R. E. Rodham), Middlesbrough. 
Bartlett, A. H. P. (H. W. C. Bartlett), London. 
*Barton, J. B. (P. H. Blang , Nottingham. Calder, D. $ МЕ H. Calder), London. 
Basden- mith, H. P. ey), Manchesttr. PEE, (C. L. Woolveridge), London. 
Baulk, К. Е. (5. В. Е ае Kidderminster. Cann, C (M. W. H. Lancaster), London. 
Bayliss, W. (F. B.M y), Jirmingham. Carr, SENA NOR Newcastle upon Tyne. 
Beavis, M. J. (S. W. Becker-Jones), London. А. us L. Simpson), Huddersfield. 
P. J. (D. E. C. Rowe), erby. Case, M. J. (R. F. W. jode Brighton. 
Bell, A. S. (R. А. W. Caine), London. Cashmore, . H. (8. J. Ducker), London. 
Bell, J. I. (L. J Ormond), ndon. е Castle, D. M. В. (S. M. Duncan), London. 
Belton, H. F. (A. M. Hendrey), London. Challender, J. G. (G. W. Murphy), Manchester. 
Bennett, J. А. g M. Sayers), London. - dler, (Miss) E. R. (E. E. les), London. 
Bennewith, È (Н. W. Fis ter), London. š PES A. xr E. J. Driscoll), London. 
Berger, M. K. (G. H. Roberts), London. Ch . H. Thomas), London. 
Bernard, P. A. . 8. Garrington), London. Qu | E . W. Farnsworth), Derb 
Berrow, J. R. .Ј. C. M on Godalming: * LN The on. R. R. E. (S. J. реса) London. 
*Best, G. (F. H. Duck СЕМ .D.(F. С. Horne), F Haddenham. 
Bharoocha, M. H. (D. "b: и Brighton. e — Clark, D. C. (8. Е. Hogg), London. 
Birch, M. J. (P. E. Bower), Manchester. Clarke, S. J. (K. G. Winward), Hemel Hempstead, 


* See also Certificates of Merit above, ө 
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. R. Swallow), Oldham. 
. Myers), Manchester. . 
7. Ф, ” Jones), London. 


E. B 
Cole, D. F. (P. L. Dee London. 
C . C. Elliott), ‘London. 
Collin, R. B. (L. McGillivray), London. 
Co . 5. (F. V. Sinden), London. 
. M. Keith), London. 


G. H. Cann), London. 
Cousins, M. C. (W. А. Chardin), Chelmsford. 
R. c R. Armitage ze). Enfield. 


y 
Crowe, J. (R. J. Qr пете Newcastle upon Tyne. 
Cunnington, J. P . J. Morton), Leicester. 
Currie, G. А. S. .L. Gallant), Leeds. 
Cushion, G. J. Н. Tarn), London. 
Cutland, R. J. R L. Wells), London, 


рерна y ed . C. Burgess), Manchester. 

W. A. . M. Corbett), Chester. 
Deni W. E. (E. E. V. Rowley), Leicester. 
Darby, J. T. H. Ф. Tanfield), Dudley. 
Das, P. (E. B. Costello), London. 
Davenport, J, M. f D. Wardle), London. 

. H. Woodhouse), St Austell. 

. L. Clench), London. 
. Weit), Berwick-on-'T weed. 
. W. Rich), London, 
Davis, B. P. (M. Shrier) London. 


Dawborn, R. M. (N. Baker), London 
Dawes, P. (L. C coe) Lon on. 

wson, J. B. (J. H. Bell), Manchester. 
Dawson, M. (D. T, H. Nicholson), London. 


Dawson, (Miss) 86. С. Dickinson), Sheffield. 
Delahunty, M. J. J. Brennan), London. 


Smalley), London. 
Detheri ЈВ. (Е. H. А. Gittins), Dudley. 
Dickie, . D. d. W. Alington), Chelmsford. 

(C. Whitaker), Portsmouth. 
Dickinson, D. (J. Thomason, j un.), ни 
. (А. Јопев), | гроз. 


а. Clean pee 
Se uc BA London. 


spei END EC ea 
Dunlop, Р. 109 .H. Wilkinson), Macclesfield. 


Easton, P. A. (F. R. Strover), London. 
Edelman, J . Tropp), London. 

Edwarda, Е. TE ER icharda, London. 
wards, j. ittoes), Bi am. 
Edwards, W. R. (H. A. R. J. Wilson), PAN 

Elder, R. B. (A. S. Hill), Coventry. 

Elison, D. M. Robinson), Barnsley. 
Ellison, J. F. (T. G, Gobat), Hereford. 
El-Motaal, M. H. B. A. (A. G. Fenton), London, 
Elvy, R. P. (S. F. Nash), London. 

Evans, J. D. G. J. Web ser), Minehead, 

Eynon, D. (C. U. Peat), Darlington. 


Farra, L. (G. Finis ), London. 
-Beiby), London. 
Fawssett, B. U U. (A. T, Reed), ane 
Fearn, KA. (5. Dallow), L стегі 
Finch, (Miss) S. У. (W. B. P olt), London. 


€  *8See also Certificates of Merit above. 


L Baverstock), Great Dunmow: 


Finn- Kelceg, I, KE (J. B. Ransome), London. 
Fisher, D. E. C. Charles), Carlisle. 

„Fisher, M. J. ar Set iverpool. 
Fletcher, B. W. (B. E. Jukes), Hastings. 

Foster, J. M. (B. Kidson), Wolverhampton. 

. Fowler, (Miss) M. C. O. (J. H. Davies), London. 


Foz, J. S. (J. R. Briggs) ndon. (Plender Prize for the Book- 


eeping and Accounts Partnership) paper). 
Frances, " R. (A. J. Bloch), London. 
Frankiss, C. C. (O. F. Furnival-Jones), London. 
Franklin, Ю.К. (Ј.5 ce), London. 
Fraser, H. (H. ite), Nottingham. 
Freeman, 5; (M. Garvin), London. 


Ganatra, K. R. (L. W. Madge), Croydon. 
Garner, 3. M. (J. F. Hudson), London. 
R. T. (H. J. Robinson), London. 
Gaskins, B. R. E V. ано, *heltenham. 
с R, CH . Gill), Manchester. 
А Р.А, Sip, London. 
Ghose, А. K. M Sinalair), ondon, 


Gibbons, J. а W. Vowles), Bristol. 
Glaysher, J. W. (L. H. nnd Horsham. 
Glover, R. A. ata M. МЕРИ) Birmingham. 
Goate, C. С. C. (T. Howarth) London. 

Goddard, A. M. (H. S. Critchley), Oxford. 
Goddard, D. B. (C. E. " West), London. 
*Goddard, G. ae Р. Edwards), Worthing. 
Goddard, J. (W. Earl), St Annes-on-Sea. 
Godfrey, (Miss) S. M. (J. M. Harvey), Liverpool. | 
Gold, S. M. (P, Newman), London. - 
Goldring, J. M. W. Burns), London. 

G А Е.1 dB. F. Hallett), London. 
Goonting, D. G. (D..H. Harker), London. 
Gordon, S. N. (J. A. Butterfield), Leicester: : 
Gottesman, J. M. (OR МЕ Hill), London. 
Gould, A. (À. F. G. Blissett), Nottingham. 
Gould, B. P. (F. H. Cropp). London: 

Graley, B. G. A. g eobald), London. 
Grant, J. wee lackburn), London. 

Gray, B. C. G. Buckingham), London. 
Green, B. R. cm R. King-Farlow), London. 
Green, D. L. B. (R. Pinto), London. 

Green, K. P. (L. J. L. I. Judson), London. 
Greenaway, B. H. (R. G. Smith), London. . 
ems „А.Ј. (J. C. Smothers), London. : 
Grenier, J. A. (H. W. Bagge), Lo ndon, 

riffin, L. (L. J. Moore), Newmarket. 

Griffiths, J. T. (L. E. Brown), Cardiff. 
Grindrod, E. C. (D. I Gow), Bournemouth 
Grose, D. А. (G. L. Bice), Truro. 

Groves, M. (H. Lamdin), London. 

Grunwell, P. H. (J. V. aford), Manchester. 
Guest, R. T. (W. H. Minter), Brighton. 
Gupta, S. K. (M. Sinclair), London. 

Haider, 5. с. R. Jeffreys), London. 

Haines, J. C. G. EET E. Little) Ross-on-Wye. 
Hale, M. R il bert), London. 

Halim, M Rough), Manchesten 

Hall, J. M. X V Newland), Birmingham. 
Hancock, W. W. (А. C. H. , London. 
Harding, D. A. (J. C. Hounafiel }, London. 
Harding, H. J. M. (A. E. Spicer), London. 


" Bi = 
Hipkiss, R. R. (F. LL Davies), Warrington: 
Hiscock, K. B. (L. Moore), London. * - 
Ноа, D. E - Westhead), Manchester. 
Holberton, J . V. (J. C. Billingham), London. 
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G. 
Hollings, T: E. 3. (W. J. eo Leicester. 
Holmes, P. L. R. (T. D. Jenkins), London. 
Honey, (Miss) M. D. (C. E. G. te), Southend-on-Sea. 
D. (C. F. Gothard), Burton-on- Trent. 


Hopkins-Husson, A. M. G. M P. Bishop), London. 
Бори Мариц J.P. i 


Hordern SN E 
Horton, А TO P. Fone vao 
Horwood, C. G. (A, A. Tal sot), Newbury. 
Howat, i H (H. Keate), Manchester. 
BG Е. Stedeford), Birmingham. 
G. C. Buckley), Stockport. 
ughes, E W. E. S. Ball), Theol. 
Hunter J J. C.( . Stoughton- Harris), London. 
Hussain, 8. R. А. Jacob), London. 


Hutchison, D. À. Furse), Birmingham. 
Ind, Е. C. (T. R. Cubitt), London. 
Ingle, JT: 


. (K. б, Ayling), Bournemouth. 
.H Leede; 


J. 
Isaac, Б, . Jj. (A. А. B. еШ, НШ London. 
Isbell, C. R. (G. C. Ratnage),. London. 


. (W. À. Fitch), London. 
C Bolton. 

A arthy), Birmingham. 
. Flynn), London. 

. G. (L. H. Lyth), Hastings. 


Hd 
"v 
rs] 
5, og 
Q 
468 
о 


450 


Tryon), Sana Stockport. 


ryon), 
. Pugsley) -Londok 


P; 35; 


J. Culshaw), London. 
iscocks), Liverpool. 
ey с. МЕ pis wy: London: 
ones, oyd), Liverpoo 
NCE A Matthewson), Newcastle upon Tyne. 
Justice, A Е. (Е. С. Hobbs), Retford. 


Kesne, M. (К. А. Whiting), London. 
Keeling, M E Chapman) uice EE 
eighley, L. Harriso iverpoo 
Kelsall, K. F. (F. C. Darwe ), Blackpool. 
"Kemp, M S Mourant), Lond ich) Lond 
Kemp, mith), London. 
p, (Mis dr P. Stephens), London. 
Kennis È 8 C. Chipchase), Middlesbrough. 
S Сыра Liverpool. 
LO M. Hennell), London. 
М.А, (N.C. R. ash), London. 
Knock, k, T. E. (J. R. Taylor), Redbilt. 


Lambert, J. E. e T. Lambert), Birmingham. 
Lancashire, W i . P. Hancock), London. 
tee Pars NT 

ог indlay ndon. 
ec B. J. (5. H. Swallow), London. 


Leak, Ne D. MacL. (H. Aldred), Chester. 
Lee, B. H. (D. C. Don), London. 
Leigh, Ј. R. (R. W. Leigh), London. 


‘oo 
: 2] 
arcos 

2; 

-P 


Levett, R. S. (D. EL Levett), London. 
pp S. xut L. Bloom), "London. 


AMD "b. ger London: 
. A. Fabes), London. 
Lowe, EK . R, Hea ey), Coventry. 
Lowthian, . W. Parker), Penrith. • 
Lucas, B. C. ren London. 
Luk, .( 17. Co eman), London. 
Lamt, P. C. W. (H. S. Бове, London. 
Luxton, W. L. (P. R. Johns), Yeovil. 
Lyle, A. (D. M. me Newcastle upon Tyne. 
Lyle, I. А. D. (D. R. Cole), London: 
Lyon, D. (5. L. Aldrich), 


McCarthy, P. H. (А. Popplewell), Manchester. 


acartney), ), Newcastle upon Tyne. 
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MeClensy, R. M. (G. P. Shepherd), London. 
McCracken, L. C. (A. H. Farquhar), London. 

. (E. Corcoran), Manchester. | 
Mackinlsy, J. L. (F. A. M. McDanell), London. 


*Marsh, P. (C, H. С. Mabey), London. 
Marshall, Т. У. (E. D. Q. D'Alton), London. 
Martin, D. C. (A: J. N. Nabarro), London. 
Martin, D. Е. (A. J. Wheeler), r. 
Martin, К. A. С. (F. S. Smith), London. 
Martin, P. R. (P. G. Hounsfield), London 
Mason, D. P. E. (M. s Holmes), Eastbourne. 
Mason, K. M. (I. H. S e) I ae 
Masterson, P. T. (J. D ornley), Manchester. 
Mauler, H. E. W. (C. ]. Holliday), Stroud. 
Maykels, I. B. (D. А. W. Hamilton), Bexhill-on-Sea. 
Мау], C. А. 8. C. Smith-Cox), Bristol. 
Mayo, J. С. (C. S. Shaw), Leamington Spa. 
Medley, G. M. (J. W. Skel , London. 
Merkler, A. (G. Watts), London. 

Mildern, E. (C. C. Hayman), London 
Millar, R. N. (J. Clapton), Salisbury. 
Millard, P. W. (K. L. Young), London. 
Miller, R. (A. B. Ricbardson), Hasti 
ing, А. МЕ А. Esden), London 
Milsom, A. R. Collins), Leicester. 


Muller, C. S. (F. K. , Maidstone. 
Muskett, B. D. (L. vp Russell), London. 


Neal, C. M. (C. Bacon), Derby. 


N 
Nicholls, В. x . Jones), ) Bi paes 
roadie), Manchester. 
Ninnes, e н. P. M. Hull), St Ives. 
Noble, BT. C 'D. F. Gu n), Letchworth. 
*Norman, P. J. (R. E. Davis), Leicester. 


O'Brien, D. TE Go P. L. Hudson), Stroud. 
Oddy, J. W. F. Goldwyn), London. 
Ohrenstein, А. P. ME O. Raphael), London. 
Oldbury, У. D. pus Nottingham. 
Oldfield, H. R. (O. SH es), Sheffield. 
onm: H. T. J.G. Raymond), Chester, 
Owen, J. K. H. (L. L. Moore), London. 
Page, B. S. (H. F. Mathews), London. 
Pagett, G. R. N: GT Neh Live 

Fage Wood Ai M . Nicholas), аа, 


WA Това) Liverpool. 
avistock. 
R. Cs. oon) icester, 
Papworth, M. G. (M. Hoose), Great Yarmouth. 
H. (G. C. пе London. 


(F. V. Hussey), Ipswich. 
g. M. 


.M. Kershaw), London. 


E 
n (Mia) L. (D. H. Ortmans), London. 
Pendry, B . А. (C. E. M. Emmerson), London. 


*Pentin, D. J. (Ј. B. Neame), Canterbury. 


Percy, B. E. CN. L. Nicholson), London. . 
Perks, P. J. (]. D. C. Stone), London. 
Phillips, J. C. (J. S. Phillips), Torquay. 


* See also Certificates of Merit above. е 


fough), Newcastle upon Tyne. 
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Phipps, P. R. J. (А. C. Bright), Richmond. А Smith, Р. J. q Егазег), London. · noc 
Phipps, R. A. (H. J. Jones), London. "es Smith, P. R. Œ W. Matthams), Southend-on-Sea. i 
Pickering, M. E. e. А. Forster), London. Smith, P. V. (R. H: Wood), Bradford. . we 
Pike, B. Pee rd Dovercourt), London. 5 Smith, P. W. D. (D. N. alton), Manchester. + 
Pitcher, С. А. (С. W. Payne), Stroud. ` el : Smith, R. A. o. L. Farr), Dira, Ces E 
*Pointer, M. А. (R. W. Barrow), London. А Snowdo: ef СУ. G. Macke ewcastle upon T) уве, | 
Polakiewicz, B. (R. С. Charlton), London. . Spencer, . (E. K. Murfitt),, elaon, sa 
Poole, B. (K. W. Roper), Halifax , "P Spittle, H. Œ. D. Anderson), Middlesbrough. phiri i 
Potter, R. W. G. (A. E. D. > Tribe), Вицо. . Sproul, D. R. (S. Dean), Coventry. SOM 
Prater, M. (S. C. Perlett), M. PN ашгаа J. (R. T. H. le), London, oe 
*Preedy, T. G. e Е. Teen), пс ООА Steele, D. Е. S. Кош), Manchester. "E 
Procter, I. M. Hudson), elt Needs hy. Е 3 Stein, А. R. (B. J. А. Lowe), London. 
Proctor, D. R. (W. B. Gowers), Sheffield. : - Stenning, R. G. (G. V. McFarland), Reading. aui 
eg Sta ME Bak (STEM NE 
Rabin, A. L. (B. Leigh), London tewart, e ег), London, ' oo ent 
Rahman, M $ (Н. N Ballard), London Stone, 'T. J (MA. Brown), Batt ) De 
*Rathbone, 5. D.'(K, H. Fisher), London Stopford Sa ah G D. Walker), London. 
Ratledge, M. R. (S. Dean), Coventry. . Storey, J. N. d Noon), Liverpool. 
Rees, D. M. (W. V. Meacock), Newport, Mon.. . Stuart, À. G. P. (C. R. Stephenson), London. 22 
eeves, Е. J. (D. B. Plat), High Wycombe. . . .  -  -' Stubbs D. G. (0. F. Tyson), Morecambe. |. NE 
Reid, M. W. 1. . W: A. Couzens), London. . Summerfeld, J. H. ЈЕ C. Pepper), Birmingham. а 
Rhodes, A. J. M. (W. А. Héap), Bradford. ` tutt Summers, J. P. (B. Coakeley), London. DAS Log 
Rhodes, T. (T. Alderson), Manchester. j : Sumner, F. W. (M. B. Browne), London. са 
Richardson, D. С, (J. Н. Saunter), London.- E | Sutton, J. C. RJ. R. White), Abergavenny., на) 
Richardson, R. М a H. Platford), London. : Sweet, D. J. (F. Evans), Bristol. 
Ridings, P. B. (C Travis Manelicster, E NES 
Rigg, G. M. (M. N.S , Dewsbur p Tappin, C. J. i R. Paramour), London. ' (ur oa 
Roberts, J. G. (A. F. па Ham), Bristol. ^ b Taylor, C. E. A. En Shrewsbury. m 
Roberts, K; N. (N. Johnson), Chester. ros Taylor, D. (С. G. Thomas), Swansea. EN a 
Robson, А. G. (W. A. Croft); London. 4. % 2 Tayler, G. (A. L. Gibson), eee 
Rock, G. A. (5. С. Mallet Bi ham Я . Taylor, N. (A. L. L. Glendinning), Newcastle upon Tyne: 
Roe, P. H. (P. S. Konter Newport, : Se Taylor, S. R. (G. S. Beesly), London. ACE 
Rogles, B. OW al а), Вааай, a Temple, J. 6. 5. (Т. С. Squance), Sunderland." PNE. 
Rose, K. M. lage). tafford. . x ‘ Tennyson, J. С. а Wilcock), London. xe EU 
Rose, R. H. (E. Win s Nottingham,  . 2 Tetlow, M. G. (C Lee), Bradford. E eh di 
Rossi, D. M. (G. P. Rossi), Norwich. E : à "Thomas, D. H. H. (J. R. Crain), London. : ; 
*Rouse, R. M. (O. F. Jones), London. "E Thomas, W. E. L. (E. T Wright, ii ig a 
Rowles, G. b. . M. Lowick), Bristol. ‘ Thompson, H. C. F. Hood), Bristol. Popup 
Rowley, B. (K. A. Mi ), Manchester. . ‘Thompson, M c Д ЕВ. Peirson), Coventry. s 
oy, H. N. im W. D. goes DR UP : ES, Thompson, E Waterworth), Blackburn: У i 
Ru baer; P. e H. heelen , Lon on, Е *Thompson, M. E. (У. L. Bell), London. 
Russell, E. A. ud South Shields. - њена Thorley, Е. (H. Е раар ' | 
Russell, R. I. (j. В. riffiths), NS Bay. Thornley C. E Bentley : bon ons 
Rutter, P. E. (C. Rutter); Manchester. h, $. W. Kaihea) “ondon. Я 
У Thure R. L| D. Ларри отан Pis ds 
. i ? ollet, W. odge), Liverpool. 
p Tollinton, H. B. Place), East стања. . » 
Sassoon, R. J. m Gordon), London. ; Tribe, A. (R. G. avey), London. ME 
Sawers, R. K. J. Jackman), London Trott, I. B. (А. H. Penney), London. | : · 
Scott, R. S. (D. C. 5. Downs), р Tun, M. T. (С. A. Black), London. . | s US 
Scott, S. L. P F. Durman), London. 8 Turnbull, G. H. J. Welis), London., , ur 
Scurlock, J. W. G. q E R. Kilpatrick), Cardiff. : Tytherleigh, C. (A. F. Newton), London. Я 5 
Scurlock, P. F. (G. R. Stone), Birmingham. Е : s fouet 
Sealey, C. R. Ы V. Bye), Middlesbrough. Usher, R. J. (D. G. Bridel), London. 2» 
Sears, А. (А. B. Joseph), London. » 
Seed, J. К. (W. пао), Preston, .- . : Vigor, N. J. (C. H. Croft), London. ` ме ен“ 
Selwyn, J. M. (T. Hoffman), London. a.d 
Sermon, s G. ee J. T Corbett), Nottingham. | Walden, M. J. (G. H. D. Davies), Carmarthen. ions 
Shah, S. C. (D. ), Bournemouth. 5 Walter, 'B. C. (W. W. A. Couzens), London. i 
Sharples, T. F. (B. G FATA Blackpool. Ward, G. H. . (R. R. Nash), London. mc 
Shaw, P. 1 (QW. A. Dod , Manchester. з Ward, P. ]. W. (6. W. C. Jackson), Manchester, ma 4 
Sheasby, J. M. (6; L. ines), London. Waring, A. 5 (А. Dobson), Tee | > 
Sheikh, M. A. (3. R. Stammers), Brighton. ' Waring, R. D. (E. А нол), Гес, London. 
Shepherd, S. A. QR. G. Watchorn), Birmingham. | Wassell, P. R. (J. S. "Harwond] Sheffield. i 
Sheppard, J. L. В. А, Ролзѓога), Winchester. Waters, А. F. (J. B. абша, ап Bristól, | ai 4 
Sherrington; H. A Woolley), Manchester. Waterworth, M. (E. C Sage Royl. "od 
Shores, D. N. W. (G. R. Watson), Grimsby. Watson, G. 'T. (D. B. Ward), Mi Won UE E ' 
Short, J. 8. (P. C. Боа), 'eading. . - Watson, M. B. (W. R. Dean), S Qum of 
Shutter, R. C. (P. P. Richards), Bristol. Watts, J. G. (E. Sugden), ae . eat 
Sibley, J. H. P. Lawrence), Bristol. Webster, G. B. (&. G. . Goult), Ipswich. 
Simister, A. . R. Haygarth), Leeds. (Plender Prize for the Wells, D. А. (A. S. Donald), Bournemouth. A. 
Auditing paper. А Westwood, А. О. (Р. А. Whitehead), Birmingham. . i 
Simmonds, G. B. 5. (A. Hanson), Manchester. Whalley, (Miss) S. (H. J. p ael Birmingham. ке Е 
Simmonds, M. (E. J. gun N uneaton. White, E. B. (D. F. Dodd), B. 
Simmonds, P. J. (D. H. Williams), Lewes. White, G. P. (W Llystyn. Jones), T. Llandudno. pe cle S 
Sinclair, I. L (C. N. Baker), London. : Whitmore, G. H, (H. D. Harris), Coventry. Е 
Sinclair, W. I. (Н. Newman), London. Whittaker, H. T. (D. J. Pann), Warrington. Уз d 
Skinner, P. R D. B. Sharp), London. Wigh, M. is . H. D. Giles), Lowestoft. 
Slatter, K. W. (B. Place), Grinstead. LEE Wiggins, F. n (J. F. Ray), Oxford. cee, 
Smith, A. ree Bass), London. Ы Wi , G. С. (L. S. Crowder), Nottingham. e 
Smith, A. F. V. Fawkner-Corbett) London.  . Wil dgoose, T. A. (H.-}. Bates), Derby. M 
Smith, A. R. (H. Crowther), Huddersfield. и“ Williams, B. Bd . Chapman), London. 
Smith, B. Е. S. Weir) "iverpool. T Williams, B р. J T Brannan) Lendon. he 
Smith, D. J. 0. В . Millican), London, « Williams, D. N. (fT. Lewis) Birmingham. 
Smith, J. A. ў. T Уу London. Williams, 5. 8: Beevers), Walsall PPB d 


• * See also Certificates of Merit above. 
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Williams, V. K. (B. E. Evans), Pontypridd. Woodhead, E. R. A. (A. Popplewell), Manchester. 
Wilson, rdi R. M. (5. Thornton), Preston, А Wright, J. C. (K. W. Horton), Bolton. 
Wilson, Т. A. (E. Moss), Accrington. Wright, J. M. (C. Bacon}, Derby. 
*Winder, J. L. ), Barrow-in-Furness. Wynniatt-Husey, R. J. (C. W. Bellàmy), London. 
Windress, W. M (Е. (E. P. Hope), Accrington. : : "T 
Winston, в. С. g. 5: Wortley), heffeld. - : E Yendle, A. (D. L. Pritchard), Carmarthen. Dott 
Wissa, M. E. Z. (G. H. Barnard), London. Young, А. G. (J. С: Turner), Hüddersfield: EN ONDE 
З * See also Certificates of Merit above. T 
612 Candidates passed. — -~ -> 666 Candidates: failed. $5 tT 


PRELIMINARY EXAMINATION 2008 
Held on May 15th, 16th and 17th, 1956. mE 


Full List of: Names of Successful Candidates 
(in alphabetical order) 


Abbasakoor, A. W., London. ~ Friswell, D. J., Solihull. ." Maple, D. C., Canterbury. | 


Akenzua, D. I., East Croydon. 
G ; B. S., Darlington. Place, R. K., Northallerton. E 

Batters, R., Stockport. ‘ x; Gow ock, J- Ry y Urmston, Lancs. age 3 ПЕРА У 
Bennett, D. J., Thamés Ditton,” * Gregory, Pig Market Harborough. Rebecchi, J., London. 
Bunce, I. M., ‘Loughborough. Grun ay B EL. F., Swinton, Lancs. Saunter, P., Bromley, Kent. кад 

: T EN l ec £a Si -D.-W. J., Birmingham. .. + 
Carter, J. H., Chichester. ."' Häyhes, В.-].; Carshalton. Simpson, D T 
Chadwick, H., Manchester. Hellyar, M. F., London. Smedley, E. A., Altrincham. 
Clarke, R. N., Brinsley. Hewitt, A.-W.; Birmingham. Voller M. L., London. PEDEM 


: Holmes, R. Ј. B. H., Tendon: 


De Villiers, J* L. M., Dulverton. wd. pj Birmingham. s.s >" 


: Kelly, J. D., Liverpool. À 
Dingle, L. R, London. Kir zal: Wells, "V. A? De-H. ble. 
NES · | b Coe Ruislip. Widmer, D. R. A., London. А 
England, J., London, PL Liyanagama, R.; London. , Wilson, М. S, Marlborough. 
85 Candidates passed. | | 2 Candidates failed. _- ~ 


. Summary of Results. | 5 


were i Final Intermediate Preliminary ` Total 
Candidates Successful .. zs Roo 363 612 35 1,010 








Candidates Failed — .. 5e) Ws T 505 | .. 666 —X— 92 . 1,263 
Candidates Sat... .. v .. > 868 1,278 127 2,273. 





ТНЕ SOCIETY OF INCORPORATED _ 
ACCOUNTANTS 
Results of Examinations held in May 1956. 
. FINAL EXAMINATION Parts I and II 


Horiours Candidates (1) 


First Certificate of Merit and a : Bradley, M. G. (with Cotterill, Kirk, Salt & Co), 
Sir James Martin Memorial Prize Davics, Ld Фу ин & Skeet): а Co. 
; m , ‘on, wi errey, Gar! 
Jolliffe, William Orlando {Poróugh Treasurer s Department), Gilligan, D. J. (with Blackham & Hills). 
А e Holland, P. È. (with Griffith & Griffith). 
вири а ИВ 
А . a an 
O'Kane, M. J. (with Edward C. Comerton). . Roberts, J. L. (uh Carter & сој z xa 


Reid, D. ae Vartin => UM D. Е 
Yates, К. D. (wi artin Shaw, Leslie haw). . e Blagkbool 
• Dunn, R. (with Blane, Gaulter & Blane). 


Bexhillon-Sea — . 
Kent, F. K. (with Waterhouse & Francis). 
e Bolton 
Birmingham $ Worrall, M. (formerly with R. C. Parry}. 
Alexander, R. E. (with Withnall, Carlyle & Co). 5 
Arnold, C. R. (with Per Stembridge & NM bo S Bournemouth 
Baker, С. (with Russell, edd Kerr, Watson & Co). > Holly, B. J. (with Nerman Sacker, Copper & Со). 
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Bradford 
Murgatroyd, A. (with W. Claridge & со). 
Stow, W. K. (with H. V. Bamford & Co). 
Brighton 
Elliott, J. D. (with Friend-James, Sinclair & Yarnell). 
Bristol 
Gould, H, Lr ., B.A.(COM.) (with Hudson Smith, Briggs & Co). 
Sage, B. W. (with C. J. Ryland & Co). 
Burnley 


Pepper, T. W. (with Kneeshaw, Moffatt & Со). 
Worsley, J. F. (with J. H. Worsley). 


Burton-on-Trent 
Hudson, B. (with ‘Thomas Bourne & Co). 
Scott, J. P. (with Coxon, Bannister & Gothard). 


Bury 
Howard, 5. (with E. о. Mosley & Со). 


Calcutta 
Chakrabarti, N. C. (formerly with D. Basu & Co). 


Cambridge 
Aves, К. (with Slater, Dominy & Swann). 
Thompson, А. (with Slater, Dominy & Swann). 


Cardiff 
Allen, D. (with Pest, Marwick, Mitchell & Co). 
Barry, B. G. (with Richard Davies & Co). 
Bowen, J. A. (with Ernest А. Prince & Son). 
Pascoe, С. P. (with W.. G. & D. С. Evans). 


Chertsey 
Field, J. E. (with H. G. Field & Co). 


Chester 


Roberts, Т. A. (with Harmood Banner, Lewis & Mounsey). 


Colwyn Bay 
Lewis, J. B. (with H. Tudor Hughes & Knight). 


Dacca, E. Pakistan 
Rahman, R. (formerly with Mirza М. Hussain & Со). 


Darlington 
Farmer, A. (Ministry of Housing and Local Darts 


Derby 
Green, À. R. (with A. R. Horne & Partners). 
Parkin, M. (formerly County Treasurer’s Department). 


Doncaster -- 
Harrison, R. (with E. Newsum & Son). 


Robson, G. G. (with G. M. Blakeston & Co). 
A 
, B.COM. (with Kean & Со). 
Bel МЕ: (with € Cooper епу). 


urphy, T. M. (with M. C. D 1c & Co). è 
wae? . W. (formerly with F. 4. O'Connor). 


Eastbourne 
Bridgland, S. G. (with Edmonds & Co). 


Eastleigh 
Geddis, Miss V. W. (with Beal, Young & Booth). 


Edinburgh 
Clark, Т. D. (with Wylie & Hutton). 


Fareham 
Fisher, R. A. (formerly with A. J. Palmer & Co). 


Fleetwood 
Bennett, C. D. (with Hodgson, Harris & Co). 


Glasgow 
Duncan, A. L, (City Chamberlain’s Department). 
Heath, J. B. (with Wm. H. Jack & Co). 


Gloucester 

Harris, J. A. (with Duart-Smith, Baker & Price). 
Greenock 

Brown, J. D. (with John H. Fraser & Crawford). 
Grimsby 

Everitt, D. P. (with Fosrester, Boyd & Co). 
Hastings 

Wall, C. J. (with Mannington & Hubbard). 
Huddersfield 

` Sheard, F. J. (with Fred Sheard & Sons). è 

Hull 

Baker, H. W. (with Buckley, Hall, Devin & Co). 

Cropper, L. (with Ho n, Harris Co). 

S with Louis orklin & С о 

Smi W. . (with Goldie, Campbell & Robins). 
Hungerford 


Jessett, P. G. with Harmon Smith & Co). 
Quallington, H. (with ашык Smith & Co). 


Keighley 
Binns, J. (with Cryer & Kitchen). 
parton М. C. P. (with A. P. Burton & Co). 
D. (with Cryer & Kitchen). 


Kettering 
Hammond, J. B. (with Leslie Smith & Co). 
Walker, M. R. (with Leslie Smith & Co). 


King’s Lynn 
Bruce, A. W. (with Hayhow & Co). 
# 


Leeds 

Agar, B. (with W. L. Gallant & Co). 

Eastwood, J. D. (with S. R. Fuller & Co). 

Fenton, M (with Peat, Marwick, Mitchell & Co). 

Fielder, M. H. (with Windsor, Stead & Co). 
Foulkes, D. (with Егедк, & C. S. Holliday). 

Lister, J. K. (with Wheawill & Sudworth). 

Shires, J. E with John Gordon, Walton & Co). 


Leicester 
Ashwell, R. H. (formerly with Baker & Co). 
Chant, Ј. R. (with Cooper Brothers & Co). 
Robson, B. (with Cooper Brothers & Co). 


Lincoln 
Walker, J. B. (with Stephenson, Smart & Со). 
e 
Liverpool 
Everitt, R. J. (with J. W. Davidson, i Cookson & Co). 


Fearon, H. P with E. G. Bresnan & Co). 
Patterson, K. W. (with R. Duncan French & Co), 


"London ° 


Austin, Le А. (with Baker, Sutton & Co). 
Beadle, R. B. (with Wilson, Stirling & Co). 
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Barnes, G. W., (with Holden, Howard & Co). 
Barnes, W. А. (with William S. Ogle & Co). 
Bazell, R. H. (with Milne, Gregg & Turnbull). 
Bird, j. H. (with Cooper Brothers & Co). 
Boyall, L. R. (with Spencer, Fellows & Co). 
Bragoli, B. K. J. (with Walter J. Smith & Son). 
Butler, 'C. A. E. (with Harmood 
Butler, R. W. (with Deloitte, Plender, Griffiths & Co). 


Chandler, А. J. W. (with B. de V. Hardcastle, Burton & Co). 


Chandler, B. H. (with Sharp, Parsons & Co). 
Cheswright, D. M. (with R. M. Walters & Co). 
Christian, J. E. (with Farr, Rose & Gay). 
Cotgrove, B. D. (with Patterson, Greenwood & Co). 
Delmonte, H. (with Baker, Todman & Co). 

Di Palmo, C. (with Hill, Vellacott & Co) 

Dix, C. E. (with Edward Moore & Sons 

Engel, I. (with Hart & Co). 

Folus, P. R. (with Ed Em. Sander & Co). 
Friend, R. С, (with West, Wake, Price & Co). 
Goddard, R. H. (with Blakemore, Elgar & Co). 
Golding,’ R. S., влас. (with E. С. Bourne & Son). 
Gower, С. Т. (with Melntyre, Hudson & Co). 
Hall, R. G. (with J. A. Cook & Co). 
Hodgkinson, J, with Mason & Son). 
Hollamby, G. M. (with Binder, Hamlyn & Со). 


Hump R. L. (with Simpson, Wreford & Co). 
Jackan, Н. (with Barton, Mayhew & Co). 
fearon KA. . (with Gerald Edelman & Co). 


ohnson, pe D. (with Eric Phillips & Co). 

oseph, L rim Simon L. Lewis & Co). 

eane, J Mea Hughes & Allen). 
King, E. We (with Kemp, Chatteris & Co). 
King, P. F. M. (with Francis F. King & Son). 
Kirk, A. C. (with John Mathie & Со). 
Lexton, G. P. Gin Deloitte, Plender, Griffiths & Co). 
La e RRA MELOS Heslop & T 

е) wi ovegrove, Prager 
Текс За w (with Mathieson, King & 


n D. с. Cus 


( 

P. A. (with Middleton, Hawkins & Co). 
c 'L. јој with. Edward Myers, Clark & Со). 
Reynolds E Price Waterhouse & Co). 
Rich, C. PY (with Singleton, Fabian & Co). 
Roberts, C. A. (with Deloitte, Plender, Griffiths & Co). 
Rose, B. (with andau, Morley & Scott). 
Russell, D. R. (with Painter, Mayne & Walker). 
Sclaverano, P. V. (with J. Dix Lewis, Caesar, 
Shaw, B. B. (with Auerbach, Hope & Со), 
Smith, E. H. (with Deloitte, Plender, Griffiths & Co). 
South, P. G. (with John M. Winter & Sons). 
Spalding, S. R. (formerly with Hogg, Bullimore & Co). 
Steele F. (with Clifford Py Temple & Co). 
Steff, 7. с. АМА Farr, Rose & Ga 6 
Stephenson D, F. (with Allen, Baldry, Holman & Best). 
gumer, J. R. (with Slater, Chapman & Cooke). 

fola е2 ^ (with Edward Moore & Sons). 
Wane S. (with Deloitte, Plender, Griffiths & Co). 
Watts, M J. orth Brebner, Allen & Tra 
Whight, A. C. P. (with Lord, Foster & герр). 


Long Eaton 
Wood, J. A. (with D. W. H. Phipp & Co). 
• 


Longford 
East, C. K. C. (with Kilemade & Co). 


Banner, Lewis & Mounsey). 


uncan & Co). 


THE ACCOUNTANT 


Manchester 
Bishop, А. one with Lin; 
Bowden, J. A. diei Brown, Alston & Co). 
Coombs, B. J. (with Alfred G. Deacon & Co). 
Dee, D. T. (with Grundy, Middleton & Fo 
Harris, G. R. (with Henry Smith, Hamer & Co). 
Lomas, D. with Hindley, Hamer & Co). 
Naismith, K., влас. (with Towers & Naismith). 
Sen, S. (former! with Campbell & Bowden). 
Steuerman, W. (with Dearden Gilliatt & Со). 


, Wilson & Со). 


Middlesbrough 
Batea, T. H. (with William Dent). 
Helm, L. (with h Pear, Marwick, "Mitchell & Co). 


Jenkins, R, влас. (BCON.) (formerly with James H. 


Simmo a 
Shail, S. (Borough Treasurer's Department). 


Minehead 
Binding, H. A. (with W. H. Grigg & Perkins). 


Nairobi 
Farkas, F. E. (with ‘Alexander, Maclennan, Trundell & Co). 


Newcastle upon Tyne 
Avery, D. (with Thomas Rodger & Co). 


Newcastle, Staffs 
Owen, J. F. (with R. Statham & Co). 


Newton Abbot 
Norman, D. A, (with W. E. Reynolds & Co). 


Northampton 
Attwell, C. F. (with Kilby & For). 
Locke, KH. (with Kilby & Fox). 


Norwich 
Gotts, M. J. (with Larking & Larking). 


Nottingham 
Anderson, D, P. (with Burrows & White). 
Newsum, T. G. H. (with K. H. Newsum-Smith). 
Rose, C. on Si аа Carter & Co). 
Squires, K. (with Harold 'T. Hooley & Co). 


Nuneaton 
Shannon, F. (with Robt. A. Plant & Со). 


Plymouth . 
Osborne, R. D. (with Nevill, Hovey, Smith & Co). 
Stitson, J. D. (with А. J. Northcott, Lyddon & Co). 


Pontypridd 
Mathias, R. J. (formerly with Alfred S. John & Со). 


Port Glasgow 
Allison, J. (Depute Burgh Chamberlain). 


Preston > 
Taylor, J. F. (County Treasurer's Department). 





JOHN FOORD: & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS- AND "ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Reading 
Hoskins, R. F. (with Owen West & McGregor). 


Redditch 
Cooke, P. J. aes Pinner, Ryley & Co). 


St Helens : 
Edwards, R. L. (with Jobn Tait & Co). 


Sheffield 
Brooks, B. N. (with Howell & ner. 
Garnett, R R. with W. G. Hosen Wi 
Pescud, G. B. (with Joshua Worti y E A 

. Swift, A. (with Joshua Wortley & d 
Sykes, R. (with Peat, Marwick, Mitchell & Co). 
wa H. E. (with Wells "Richardson & у). 

D. (with Peat, Marwick, Mitchell & Co). 


Shrewsbury 
Jones, K. R. (with Harper, Kent & Wheeler). 


Smethwick 


Dawson, N. L. (Borough Treasurer’s Department). 


Southampton 
Phillips, P. H. (with C. R, Foot, Кох & Co). 


Southend-on-Sea 
Clark, A. R. (with Нашеу, Keen & Со). 


Southport 
Chapman, J. (with Lithgow, Nelson & Co). 


Spalding 
Smith, J. G. (with Hodgson, Harris & Co). 


Stoke-on-Trent 
Whittingham, J. (with Reginald Statham & Co). 


Stony Stratford 
Bodily, D. С. (with на Shay, Keens & Со). 


Stroud 
Phillips, D. R. » (with. 8. J. занне & Sona). 


Sunderland 
Aylen, C. E., B.com. (with Wood, Mair & Co). 
Beston, R, M. H. (with T. C. Squance & Sons). 
а А 5 


Swansea 
Webb, E. J. (with Peat, Marwick, Mitchell & Co). 


“ 
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Taunton 
Bale, D. H., B.A. (with Deus L. Dougen). 
Sharp, P. (with Goodland, Bull & Co). 


Wakefield 
Appleyard, P. R., 5. COM. (County Treasurer Department). 


Waterford © 
Brazil, D. P. (with M. K. Brasil) 


Watford 
Braybrooke, P. E. (with Edward Myers, Clark & Co). 


Wellingborough 
Blagburn, P. C. (with James & Sanders). 


Welshpool 
Jones, D. I. (with Cadwallader & Co). 


West Hartlepool 
Jones, A. C. (with H. н Kilvington & Co). 


Winchester . : 
Dunkerley, R. (Ministry of Housing and Local Government). 


Wolverhampton ME 

Davies, = М. Baines & Со). 

Morris, G. (uth Brom of Housing and Local ЕЗҮ 
Worcester 


Burgess, Т. H. (with E. H. B. Butler & Co). 


Yeovil . 
Binding, T. W. wi with Chalmers Wade & Co). 
Hedderman, R. P. (witb J. & A. W. Sully & Co). 


Reed, A. E. (with J. & A. W. Sully & Co). 


York 


Fisher, W. A. (with Forster & Stott). 
Shepherd, R. (City Treasurer’s Department). ` 


-226 Candidates passed. . 


FINAL EXAMINATION Part. I. only 
272 Candidates passed. · 


The next examinations of the Society will be held on 
November 13th, 14th, rsth and r6th, 1956. Completed 
applications should reach the Secretary nòt later than 
September 2oth, 1956. 


Summary of Result 


Candidates Paris 1 € П Part I 


Passed E пея 19 
Failed ET 39 


Modified 


Part IT Intermediate Preliminary Preliminary 
201 gi 45 : 26 
217 382 69 44 


Thirteen candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part I only. 
Five candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part II only. 
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PREMIUM SAVINGS BONDS 


HE Government publicity for the novel premium savings 

bonds is in marked contrast to the restrained style of 

Section 43 of the Finance Act, 1956, which makes it all 
possible. The clause has two brief subclauses. The first one charges 
on the Consolidated Fund payments ‘other than payments of 
principal and interest' if the terms of issue of any securities 
issued under the National Loans Act, 1939, provide for the making 
of such payments. The second subclause makes it clear that none 
of the Acts relating to lotteries is to apply in relation to securities 
issued under the National Loans Act, 1939, Ђу reason of any use 
or proposed use of chance to select particular securities for special 
benefits, if the terms of the issue provide that the amount sub- 
scribed is to be repayable in full in the case of all the securities". 

The broad details of the proposal to issue premium savings 
bonds were, of course, disclosed to the House of Commons on 
Budget day and the scheme was debated at great length on the 
committee stage of the Finance Bill. The information given to 
the House by the CHANCELLOR, supplemented by further details, 
has now been issued to the public in the form of a pamphlet, the 
tone and style of which must be unprecedented in the history of the 
Post Office. The stilted wording of so many Post Office pamphlets 
has been abandoned for a more popular style abounding in such 
words as ‘jolly’, ‘shove’ and ‘wangle’. Clearly it is hoped that the 
bonds will have a very broad appeal, notwithstanding the fact that 
the minimum investment will be £1 and the investor will have to 
wait six months before he can participate in a draw. 

The bonds will be on sale as from November rst. They will be 
in units of Хт and can be held in any number up to 500. Bonds 
will be on sale at post offices where savings business is done, at 
banks, and at trustee savings banks. A form has to be filled in and 
if the application is for not more than ten units they will be 
handed over forthwith; larger amounts will be sent by post. 
Those with a belief in the special qualities of particular numbers 
will not be able to indulge it; they must accept the numbers given. 

The ‘special benefits’ for certain bonds will be provided out of 
a fund into which the Government will pay sums equal to interest 
at 4 per cent on the total amount of bonds outstanding. 
Interest as such will not be paid to the bondholders, but each 
bolder who has held a bond for at least six months will participate 


in a monthly draw, as long as he still holds the bond. The first 


draw will take place at the beginning of June 1957, when the first 
bonds will have been held for the necessary six months. The pool 
will then be 2 per cent of the money invested in bonds in 
Моуетрег and*not withdrawn before June. The second draw will 
be in'the beginning of July and the fund will be 2 per cent of 
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the money newly invested in December 1956, 
and not withdrawn before July, together with 
one month’s interest, ie. 4/12 per cent, on the 
money invested in November 1956 and still not 
withdrawn. 

The prizes will not be large; a maximum of 
£1,000 and a minimum of £25. For every £10,000 
of the fund available for distribution there will be: 





1 prize of £1,000 2. 
2 prizes of {500 each 1,000 
4 prizes of £250 each 1,000. 
то prizes of {100 each 1,000 
20 prizes of {50 each 2s 1,000 
200 prizes of £25 each v m - 5,000 
£10,000 


For larger sums the numbers of the above prizes 
will. be- increased in like proportion, but -the 
individual prizes will remain in the range’ of 
£25 to £1,000. Once the six months’ waiting 
period has expired the same unit will qualify 
for each monthly draw, whether or not it has 
already won one or more prizes. An individual 
holding the maximum. of 500 units will thus have 
500 chances of winning a prize each month.. .. 

Perhaps the chief attraction of the bond is that 


prizes are to be free of tax. ЈЕ follows that the | 


Government is in effect going to pay a good deal 


more than 4 per cent on money invested in . 


this way, apart from the inevitable cost (esti- 
mated at {500,000 per annum) of running the 
scheme, which 18 considerably more complicated 
than simply issuing half-yearly interest warrants. 
For a surtax payer süffering the maximum rate 
of 18s 6d in the £ on the top slice of his income 
the bonds offer a very good bargain, if he has 
average luck. Moreover, in view of the very 
stringent tax legislation about settlements of 
ordinary investments on infant children, the 
heavy taxpayer will have a strong inducement to 
purchase bonds for his family. 

Although up to 500 units can be registered in 
a child's name, if they are cashed while he is 
under 16 the money can, be paid only to his 
parent or guardian who signed the application 
form, who will, of course, hold it on trust for the 
child, as well as any prizes accruing. Moreoyer, 
no bonds will be sold direct to a child under 16, 


or in schools. Individuals only will be able to ђе • 


registered as holders; companies, societies and 
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clübs, as well as joint holders, will be excluded 

The legal ownership of a bond will remain i1 
the person registered as applying for it, until hi 
cashes it or dies. Bonds cannot be bought anc 
sold privately, neither can they. be pledged o 
charged or given away. А record of each indi 
vidual holding will be kept in registers at Lythan 
St Annes, Lancashire. The rule against gifts wil 
be relaxed where the donor gives not bonds them: 
selves but a bond gift token. The recipient of this 
who must be 16 years of age or more, can ethe 


cash it or exchange it for bonds of equivalen 


value. Where the holder dies, the bond will nc 


: longer qualify for prizes. It can be cashed by th« 


duly appointed personal representatives. Аз ул 
all Government investments, there is a prospectu: 
which can be inspected at post offices. 

. А great deal of trouble has been taken to mak. 
the mechanism of the draw speedy, efficient, anc 
absolutely impartial. The winning, numbers wil 
be selected at random, not by any human agency 


.but by an electronic machine called “electroni 


random.number indicator equipment’; whic] 
has been. designed at the Post Office Engineerin 
Research Station. The numbers -will consist о 
nine ‘digits of which the second and third wil 
be letters of the alphabet, excluding (for-reason 
not stated) the letters І, O, U. The selecte 
number will appear on a page-printing tele 
printer and also on gummed tape. With th 
equipment will be a distributor which wil 
automatically route each number to the appropri 
ate one of up to twenty teleprinters located a 
suitable points where the registers are kept. 
The starting-point for the generation or selec 
tion of each digit of a winning number is a ga 
discharge tube containing neon, to which a 
electrical potential is applied. Inside the tube th 
gas. molecules move about in a random mannei 
The current which arrives at the anode consists o 
electrons whose passage through the tube ha 
been subject to collisions with the gas molecules 
They arrive in varying numbers from instant t 
instant, giving rise to random variations of curren 
which are getected by an amplifier. Highe 
amplitude charges are amplified to operate 
counter. Tbe high number of pulses counte 
will terminate in the digits o to 9 with equ: 
frequency, ensuring that no particular digit doe 
better than any other. Thus an exceptionall 
exact science js used in the service of chance. 
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ACCOUNTING PROCEDURES ‘ON LOCATION” 


Finance and Management in the- Film Industry 


f by F. R. L. LEWIS, A.C.A., С.Р.А. 
| Controller, Wayne- Fellows Productions Inc, Hollywood, California 


production has for some reason been 


Те business side of motion picture 


shrouded in mystery, particularly the 
accounting, financing and recording details, the 
truth of which has always been kept from the 
world at large. This is probably a part of the 
facade of glamour built up and encouraged for 
box-office purposes – the facts behind the fiction, 
the feet of clay which must be concealed at any 
cost. This may also be the геабоп why controllers’ 
departments are ever treated as the poor relation — 
a necessary evil which must be kept to a dis- 
proportionate minimum of both personnel and 
remuneration. Аз this is not in keeping with the 
rest of the motion picture industry it is under- 
standable that it should -not, if possible, make 
front page news. __ 

However, since this article is not for the benefit 
of the lay public, but rather for the expert 
accountant who requires to be acquainted with 
all of the finer details in order to project a true 
evaluation of the financial picture, it is my desire 
to attempt to clarify.a few of these particular 
points and to direct accounting footsteps towards 
a simplification of the present involved systems. 


l have been connected with the entertainment. 


and motion picture industry for a good many 
years – whether this is good or bad is a matter of 
conjecture — certain it is that a modicum of 
continuous house-cleaning is advisable in order 
to discourage the presentation of identical facts in 
different form depending upon whether the result 
is (a) for the purpose of obtaining a loan, (5) for 
the payment of participating interests, (c) for 
presentation to the Internal Revenue, (d) for cor- 
rect accounting, or (e) one of several other reasons. 


Production Costs 
'The accumulation of production costs in fine 
detail on a daily basis while on location — as is 
called for by production departments as part of 
the "Top-Sheet Reports' — can only be produced 
in one logical way, that is by tabuldting machine. 
But the cost of рипсћед-сага tabulators 'and 
sorters 18 such that these can only be economically 
installed Бу major studios — certainly not by the 
multitude of independent producers that is now 
springing up. and for whom this article 14 specifi- * 
cally slanted. It is possible, of course, to be 


e • 


serviced for this purpose by a major studio, 

provided their machines are not being put to 

some other use at that particular time. 
Theoretically, it would ‘also be possible for 


: several independents to purchase the machines on 


a co-operative basis or to send the work out to 
the manufacturers of the machines .themselves. 
However, many objections to these possibilities 


- immediately come to mind, such as the manu- 


facturers’ inclusion of a high profit percentage in 


their charges, or the major studios slapping on a 


high service charge to’ absorb their own studio 
overheads or the job having to wait its turn with 
many.others— and we are all painfully aware of 
the urgency of such daily cumulative costs at least 
while production is still in process. 

Perhaps the overwhelming argument in. the 


eyes of the producer against putting this work 


out is that his true cost figures are thereby 
revealed,. not only to.an innocently interested 
party but to his voracious competitors who would 
be delighted to exploit such a windfall to the full. 


Large Costing Staff on a Temporary Basis 
The only alternative is a large costing staff on a 
temporary basis—and, of course, temporary 
employees are generally what is left over after 
permanent employers have taken the pick of the 
market. A large staff requires clever handling, a 
temporarily large staff even more so if the team- 
work is to be obtained from them which can 
normally only come after long experience of 
working together. Consequently expert full-time 
management accountants are essential for the 
motion picture industry — experience not only in 
handling such temporary staffs but also in setting 
up procedures to take care of intricate operations 
in what then appears to be a simple manner. 

This talent of making difficult manoeuvres 
appear simple is, of course, the sign of brilliance 
in any walk of life and is frequently misjudged by 
those who cannot see the. years of arduous 
training which are the foundation for the sim- 
plicity of perfection. Without intelligent and 
thoughtful organization many operatives may 
even cause delay by getting in each others’ way 
when working to fine detail under. pressure, and I 
am not even proposing to discuss here the many 
personality problems and questions of tempera- 
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ment which produce heat, friction and loss of 
time on such occasions. 


The Motion Picture Controller 

These are а few of the many reasons why the 
motion picture controller should be a man of 
integrity and long experience, having full and 
unquestioned authority in his own field, whose 
knowledge should be drawn upon and used at 
every opportunity, to whom the producer should 
look for support and assistance on matters with 
which he himself cannot possibly expect to be 
conversant. 

Particularly is this so amongst independents 
where the controller has to be so many things 
rolled into one, for example: personnel manager, 
office manager, systems expert, cost accountant, 
management specialist, tax adviser, treasurer and 
economist, apart from his normal controller's 
duties. Little wonder that he must have assistants 
to carry on the daily routine duties and leave him 
free to cope with all the multitudinous problems 
arising under the above heads! 

It is an interesting paradox that the smaller the 
organization the more essential it becomes to have 
brilliant management -the larger organization 
can afford to have many specialists which in the 
smaller outfit must of necessity be concentrated 
into very few — that is to say, quality instead of 
quantity. | 


Responsibility in Location Accounting 


As will be appreciated from the above, location 
accounting is only one section of the many 
accounting duties and records for which the 
controller is responsible. Location accounting 
is, in fact, merely a subdivision of the costing 
department, and it is entirely dependent upon the 
type of picture that is being made as to whether 
more time is spent on location, or more with sets 
and ‘miniatures within the studio walls. 

Let us assume that we are to go on location for 
six to eight weeks somewhere within reasonable 
distance. A locations bank account will normally 
have been established on a permanent basis in 
the home office area to be used for each subse- 
quent production in turn. Cheque forms will have 
been printed for use in connection therewith 
while on location, and the locations bank account 
will be kept in funds by transfer as required 
from the company’s general account. As far as 
possible, all payments for more than (say) fi 
should be made by cheque, although in practice 
it will be found that in certain instances fairly 


substantial sums change hands in actual currency. * 


This should be tactfully .disgouraged as far as 
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possible although some opposition will be met 
from a few members of the production staff who 
may prefer to carry large sums of currency in 
order to impress the local inhabitants, as well as 
to work in as much of their own private expenses 
as they can. 

‘It must be remembered that even when on 
location a large proportion of production ex- 
penditure will still be paid out of the general 
bank account at home office in so far as suppliers' 
invoices are concerned, and out of the payroll 
account at home office in respect of all but locally 
hired personnel. From this it will be seen that 
the greater the number of suppliers who are paid 
from home office and the greater the number of 
persons who are paid in the same way, the greater 
becomes the control and the smaller the possibility 
of ‘unnecessary’ expense. 

The question of appointing a general pur- 
chasing agent may also be considered at this 
point but, in all of these matters the custom of the 
industry must be borne in mind and the diplo-.' 
matic view weighed against the economic one, 
by which I mean how far can one go in tying 
such personnel down to nothing but actual 
company expense before a ‘go-slow’ movement 
takes place if not a complete stoppage of work 
with a continuing outgoing of several thousands 
of dollars a day! A minimum suggested require- 
ment is that purchase order forms should be used 
over specified signatures, and in a small organiza- 
tion these forms can be altered by hand or 
rubber stamp for use as equipment rental orders 
as needed. 

Having reached agreement on the division of 
responsibility and expenditure between home 
office and the location on the basis of maximum 
to home office and minimum to location, we are 
now in a position to consider our routine 


location accounting, although it will be appreciated 


that there are many on-the-spot divergencies and 


. special developments which will have to be dealt 


with as they arise and for which a certain amount 
of elasticity should be allowed. 


Foundation of Location Accounting ` 


As for all other recording, the foundation for 
correct location accounting is simplicity so far as 
this can be reconciled with the exigencies of the 


situation. It Bas been truthfully said that there is 


no Such thing as a big job — just many small ones ' 
interconnected. All accounting is clear-headed, 
scientific thinking resulting in efficient analytical 
recording -for present and future use in. as 
precise ‘a manner as possible, and so for location 
recording we return to a fundamental- the 
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analysed cash receipts and disbursements book 
with columnar spread. This is because location 
accounting can best be visualized as nothing more 
than a comparatively short-term cash operation 
with minor departures. (I am not here considering 
foreign or overseas locations.) 


Тће Necessary Records 

The records required will normally be: (a) a 
locations cash-book (or L.C.B.) to reflect all 
rnovements through the location bank account; 
(b) a locations petty cash-book (or L.P.C.) to 
record all cash payments, and controlled through 
the locations cash-book; (c) any subsidiary cash 
records or cash sheets as may be required 
operated on an imprest system (for example, for 
meals, travelling, employee advances, etc.). 

Regular loose-leaf binder sheets should be 
used for (a) and (b) above with standard book- 
keeping hard covers. I, personally, have had 
specially light but strong covers made in order to 
minimize tlie weight when travelling by air, and 
this will generally repay the extra cost immediately 
apart from making for easier handling. I have 
also insisted on key-operated books in preference 
to thumbscrews, in order that all sheets shall 
remain bound in the covers for each complete 
location accounting. Theoretically, my depart- 
ment retains the key and removes the completed 
sheets, replacing them with a new set at the end 
of each location accounting. The new sheets in 
the covers go forward for use at the next location, 
while the completed sheets are bound and used as 
supporting evidence for home office finalizing 
book entries. 

It is possible that a certain amount of opposi- 
tion to this system of bound sheets may be met 
with from the location book-keeper, particularly 
if he has merely been assigned such duties 
without any previous book-keeping background, 
as sometimes happens. He may feel that it is 
necessary for him to prepare rough original 
sheets first, subsequently to be typed up for 
submission to home office. It is true that this 
procedure will successfully avoid any original 
location errors being brought to the attention of 
home office —for this reason alone, however, it 
should be rejected, as all errors are time-consum- 
ing and all employees should be sufficiently 
experienced in their own spheres “о keep such 
mistakes to a reasonable minimum. Furthernfore, 
the re-typing is in itself wasteful of labour and 
materials as well as having a delaying effect on 
the production of returns in connection with 
which time ів of the essence. Consequently these * 
books of first record should all be handwritten. 


e • 
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Petty Cash Account 

Ani imprest (petty cash) account should be held in 
an amount up to £100, as it will usually be found 
that certain exceptional expenditures arise on 
location which cannot be settled other than in 
cash. The petty cash records should be main- 
tained on identical lines as for the main cash- 
book referred to above. Actual expenditures 
should be reimbursed from the locations bank 
account by means of a cheque disbursements 
voucher whenever the petty cash balance be- 
comes dangerously low. Petty cash totals will be 
taken into the main cash records via the cheque 
disbursement voucher at the time of reimburse- 
ment. 

Any funds received in cash should not be 
taken into the petty cash fund, but should be 
deposited in the bank account and recorded in the 
main cash-book. 

All cheque copies, vouchers, involces, bills 
and other supporting evidence should be filed 
at the location for ready reference on the spot. 
On completion, these binders, together with all 
files and records, are to be returned to home 
office for safe keeping (and subsequent reference) 
within a special filing drawer or cabinet specific- 
ally set aside for each separate production. 


Payrolls 

We now come to a-matter of considerable 
importance — payrollsl. Adopting our system of 
breaking down unwieldy problems into simplified 
sections, we come up with (a) contract talent 
payroll (which includes stars and leading players); 
(b) temporary payroll (including general cast and 
production staff); (c) permanent payroll (basically 
production staff who would be 'carried' during 
non-production periods); and (4) local payroll 
(for example, ‘extras’ and other employees taken. 
on locally for the duration of the ‘location’). 
(а), (5) and (с) will normally be paid through 
home office-(a) and (с) in accordance with 
written contract or verbal agreement, and (5) on 
the basis of time cards sent in from tbe location 
and approved by the production manager. No 
cheques should be prepared on the basis of 
telephone calls or word of mouth, and all time 
cards must have one copy of the payroll advance 
form attached thereto whenever a salary advance 
has been made. (See (2) below). (d) above will 
be paid locally by the locations book-keeper, who 
will prepare a local payroll ај as one of his 
subsidiary records. 

The question of location advances has special 
significance. There are two types of advance to 
be considered: 


106 - 


(1) General advances. These will generally be to 
cover those specific location expenditures in cash 
referred to-above which it is not possible to deal with 
in any other manner. 'T'hey should be accounted for 
while still on location. Such advances will be within 
the discretion of the location book-keeper and/or 
production manager and normally only to trusted 
permanent employees who will account for the 
advances immediately the circumstances occasioning 
them no longer exist. 

(2) Payroll advances. This is an accepted and 
recognized procedure in the motion picture industry 
and is due to the fact that the greater number of the 
employees included under (а), (b) and (c) above do 
not wish to receive their payroll cheques direct each 
week, but leave instructions for these to be forwarded 
to certain addresses or handed to their agents. А 
proportion of these employees find themselves short 
of ready cash from time to time on location due to 
circumstances connected with the industry, and as 
they are either unable or do not wish to finance 
themselves to the. extent necessary, they request 
advances against salary 

These are made on in the basis of a payroll advance 
, form, copies of which are forwarded to home office 

each week with the time cards. When home office 
prepares the cheques from the time cards, any payroll 
advances are deducted therefrom according to the 
form attached. Payroll advance forms in respect of 
permanent staff (for whom no time cards are prepared) 
should be stapled together and forwarded to home 

` office once a week with other forms and time cards 
and deductions will be made from the corresponding 
cheques in the usual manner. 
- For purposes of control, all payroll advance forms 
&hould be numbered consecutively in order to avoid 
the possibility of overlooking a necessary deduction. 
А maximum weekly limit in respect of payroll 
advances should be fixed by the controller – say Г10. 
Should an advance in excess of the maximum be 
requested, the locations book-keeper should bring 
. this matter up when making his daily telephonic 
report to his controller. 

He should request special permission to make such 
an: exceptional advance and permission would 
normally be grarited provided the amount of advance 
requested was not in excess of the individual's net 
weekly earnings; 


The two types of advances Hased above are 
not: interchangeable, that is to say, a payroll 
advance is made ‘on the basis of a payroll ad- 
vance form and will remain a payroll advance 
until cleared by deduction — a general advance is 
граде on the basis of a petty cash voucher, and 
will remain a general advance until cleared by 
refund or expense accounting. This is essential 
for control purposes and the maintenance of 
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Audit of Records on Return from Location 


Upon return from location it is advisable to audit 
the records handed in by the location book-keeper 
—in fact this may even be essential in order to 
reconcile and incorporate into home office books. 
Naturally the locations book-keeper is held 
responsible for any transgression of the.rules and 
procedures and particularly for any discrepancies 
in cash balances. It will be readily understood 
that he must always follow the instructions of the 
controller to the letter in order to avoid confusion 
when operating at such distances. То this end all 
procedures and directives should be resolved into 
writing and as many copies distributed as need be 
to all personnel who may be concerned. In this 
way the instructions can be read and referred to 
and there can be по excuse for non-compliance or 
error. | 

As was stated at the beginning of this article, 
it is largely for the information and guidance 
of independent motion picture producers, al- 
though there may be certain aspects which are of 
value to the majors, particularly in assisting them 


‘to visualize a few of the problems of the indepen- 


dents who are generally producing on the basis of 
some kind of business relationship with the majors. 
In so far as location accounting for the majors is 
concerned, it is believed that it will generally be 
found to be more speedy and efficient for all 
original documents to be sent in to home office 
with the least possible delay for processing there 
through the punched-card and tabulating systems. 


А Scientific Approach 


If, in the foregoing, it is noticed that I have on 
occasion digressed from my main subject, I 
would like to make it clear that this is intentional. 
It is sometimes necessary to touch upon details 
which may appear at a casual glance to be some- 
what extraneous in order to give an undistorted 
view of the full picture. 

Furthermore; I have also taken the opportunity 
to clarify certain matters which may otherwise 
have been merely confusing, particularly to an 
accountant wHo, though not with the industry, is 
neyertheless interested in its internal functions. 
Reflection will show that the purpose of my 
article has been to consider a subject which could 
on the surface appear intricate. and to break 
it down by scientific, mathematical approach 
into its simplest possible components for investi- 
gation and discussion. Each item then becomes 
of itself а basic problem in its own right, easily 


correct home office records in apite of the • resolved by clear thinking and reasoned appli- 


distance to the location. 


cation of first principles. 


August 4th, 1956 


THE ACCOUNTANT 


MR GRITS THE GROCER AND 
T' INSPECTOR CHAP 


by SENEX 


The Editor informs readers that the characters and places in the following article are purely 
imaginary and that no reference is intended to any living person or to any particular place. 


R GRITS the grocer, his wife Mrs Grits, 

| | Y / | and their two children Master Grits and 

Miss Grits, were, as we learned in the 

nursery, a very happy family, and until this story 

opens nothing had ever occurred to cause a rift 
in the lute of domestic felicity. 

But one morning at breakfast Mr Grits was 
opening and reading his letters when he uttered 
a bad word – поё perhaps a really bad word, 
but sufficiently bad to cause his wife and children 
some surprise. Master Grits looked at Miss Grits 
and both exchanged uneasy glances with their 
mother, forenothing like this had ever happened 
before. 

"What's to do, Dad?’ said Mrs Grits. ‘Hast tha 
got bad news?' 

‘Nay, Mother,’ replied Mr Grits with a 
significant look at the children. 'It's nowt as 
won't keep.' 


Mrs Grits restrained her curiosity iid the meal ' 


proceeded in embarrassed silence. 

When breakfast was over, Mrs Grits hastily 
bundled her two children off to school with less 
than her customary maternal solicitude, and it 
must be confessed that she even omitted to 
ensure that they had washed behind the ears — 
a most unusual occurrence in the Grits family. 

“Now then, Dad,’ said Mrs Grits as soon as she 
and her husband were alone, ‘what’s t' trouble?’ 

‘It’s nowt to trouble about,’ replied Mr Grits. 
‘It’s only № new tax Inspector chap. Regular 
busybody, Ah reckon. Wants me to call and see 
him about t' tax return.’ ` 


‘Eh! said Mrs Grits, ‘Ah do hope as every- - 
thing’s proper and above board. Ah thowt Joe 


Higgins as does P.A.Y.E. up at t' gas works did 


t' accounts and-t’ tax return for thee. He owt to ` 


know what he's doing.' 

. 'Aye, replied. Mr Grits, *he's s a good chap i 18 
Joe. Does it very reasonable too. Now don't get 
moithered, Mother. Just leave it to me. It’s 
closing day today and Ah’ll go along after dinner 
and see t' Inspector chap. And by gum,’ he 
added, “АВИ just give that nosy-parker a piece 
of my mind. Ah’ll teach him to stick his nose in 
where it isn't wanted. 

“Aye, Dad, you do an’ all, said. Mis Grits. 


*And tell him from me he'd best leave honest 
shopkeepers alone and go. for them spivs and 
barrow boys we hear so much about.’ 

After dinner Mr Grits arrayed himself in his 
best suit and, having received a few final words 
of advice from his spouse, set off for the tax office: 

When he returned the children were back 
from: school, and by tacit consent nothing was 
said about Mr Grits' visit to the tax office until 
Master and Miss Grits were safely tucked up 
in bed. 

'Now then, Dad,' said Mrs Grits, as soon as 
she had settled down to her knitting. “What 
happened this afternoon? Did tha give t Inspector 
chap a piece of thy mind like what Ah told thee?’ 

“Ауе! Ah did an’ all,’ replied Mr Grits, but 
somehow or other his. tone lacked conviction 
and, like all wives, Mrs Grits was quick to notice. 

‘Now then, Dad. It don't sound too good to 
me. Best tell me what happened,’ said Mrs Grits. 
` “Well, Mother, it were like this. When Ah got 
to t' tax office Ah were shown into t’ Inspector's 
room and he were very polite. Shook hands with 
me and offered me a cigarette. Then he asked me 
how Ah were and Ah said Ah were middlin’. 
Then he asked if tha were middlin'.' 

‘Well now,’ interrupted Mrs Grits, ‘that were 
real civil of him. Is that what he said?” 

‘Not them exact words, replied Mr Grits, 
‘but that’s what he meant. Proper posh ће talked – 
all B.B.C. like. An’ then, continued Mr Grits, 
‘he asked about our Willie and Mary Elen. 
Wanted to know if they were middlin’.’ 

‘Well, Аһ never did,’ said Mrs Grits. ‘How did 
he come to know about our Willie and Mary 
Ellen?’ 

‘Oh,’ replied Mr Grits, ‘Ah were a bit puzzled 
about that mysen and then Ah remembered Ah'd 
put them down on t’ tax return to get t rebate.’ 

‘Eh? said Mrs Grits, ‘that were real clever 
of him.’ 

‘Clever!’ echoed her husband, somewhat sadly. 
‘Aye, he's clever reet enough. Too clever for my 
liking.’ 

e ‘Aye,’ said Mrs Grits, now prepared for the 
• worst. ‘Go on, Dad.’ 

‘Well, resumed Mr Стиз, ‘we had a nice little 


107 · 


108 


chat all social like and then a lass brought i ina 
cup of tea. A gradely lass she. were an’ all.’ . 

‘Now then, Dad,’ said Mrs Grits archly. ‘Ah 
can see that Ah’ll have to go-with thee next time 
tha goes to t' tax office.’ | 

"Aye, replied Mr Grits sorrowfully. “That’s 
what е Inspector chap said.” 

‘Eh!’ said Mrs Grits, not so archly. "What's 
this, Dad? Ah hope tha haven't been carrying on 
in t tax office?” . 
` ‘Nay, Mother,’ said Mr Grits, ‘tha knows me 
better than that. Let me tell t’ story in my own 
way. Well, while we were having a cup of tea 
t Inspector chap asked if we'd had a good 
holiday i in е summer.’ 

"Ауе, interrupted Mrs Grits, ‘and reet ex- 
pensive it. were ап’ all at t' holiday camp. Ab 
bope tha told him that.' 

‘Aye, Ah did an’ all,’ said Mr Grits, ‘an’ then 
t. Inspector chap asked if taking petrol off 
t' ration had helped us and what sort of a car 
we had.’ l 

‘Car? interrupted Mrs Grits. ‘Well, I like 
that! Didn't tha tell him we use nowt but t 
delivery van for jaunts and holidays?” 

“Aye, Ah told him that,’ replied Mr Grits, ‘and 
he seemed proper interested. Wrote it down 
an’ all.’ 

. Mr Grits paused to relight his pipe and then 
resumed. ‘Well, after we'd had our chat and our 
cup of teat’ Inspector chap got down to business. 
Said he wanted to ask a few questions as a matter 
of routine. Reminded me of these 'tecs in crime 
stories. Then he went through a list as long as 
yer arm. Wanted.to:know what bank accounts 
Ah had and whether we had any joint accounts. 
Ah told-him there might be an unpaid bill from 
Bones. the butcher, but missus would know 
about that.’ 

· "That were good,’ said Mrs Grits. ‘What did 
t’ Inspector chap have to say to that? , 
`. ‘He didn’t say nowt,’ went on Mr Grits, ‘Just 
smiled like and then went on with his. list. 
Wanted to know if we had any investments or 
bank accounts in thy name.’ >- 

‘Well, Ah like that!’ said Mrs Git» "Tha knows 
about Post Office account. There s nobbut a few 
unds in it?  : 

‘Aye,’ said Mr Grits, ‘Ah told him about that, 
but he didn’t seem very interested. He wanted to 
know if tha had owt invested in War Loan.* 

‘War Loan!’ exclaimed Mrs Grits. ‘What’s 
that got to do with him? Tax i 18 а off. "Не 
сап 't tax it again." 
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takking tax off? Now then, Mother, out with it.’ 

‘Well,’ said Mrs Grits, “perhaps Ah’d better 
tell thee. Ah did put a little money away in 
War Loan, but as t’ tax was taken off Ah thought 
as there were no need to say owt about it.’ 

‘And what,’ inquired Mr Grits somewhat 
sharply, ‘dost tha mean by “а little money"? 

‘Seven hundred pounds to be: exact,’ said 
Mrs G. in a humble tone. р 

*Seven hundred! echoed Mr Grits in а tone 
of surprise. ‘Wherever did tha get seven hundred 
pounds from? 'Tha couldn't possibly have saved 
it out of € housekeeping money. АЋ hope tha 
didn't take it out of... nay, Ah couldn't 
suspect thee of that, Mother. Out with it now! 
Where did t’ seven hundred come from? ` 

Mrs Grits pauséd to find her handkerchief 
for tears were now appearing in her eyes. ‘Don’t 
get angry, Dad. Ah did it all for t’ best. Ah were 
keeping it for a surprise like, time we retire.’ 

‘Aye,’ said Mr Grits in a not unkindly tone. 
‘It’s a surprise reet enough. But where did it 
come from?’ 

‘It started ducing t’ war like, when rationing 
come in,’ said Mrs Grits. ‘Ah used to let Martha 
Bones and a few others have a few eggs and a 
tin of fruit like, and Martha and t’ others used to 
let me have а joint and offal and such like. That’s 
why we was so well fed during t' war and after.’ 

‘Aye,’ said Mr Grits, ‘Ah’m not complaining 
about t’ way we were fed, but where does money 
come in? Ah suppose Martha and t’ others paid 
for t eggs and such like?’ 

‘Nay,’ said Mrs Grits, ‘there weren’t no money 
passing.’ 

Mr Grits was silent for a few moments while 
he considered the situation. Finally, he said 
‘Well, Mother, Ah think Ah see it now. Tha 
saved seven hundred quid out of t’ housekeeping 
money as tha didn't spend. Ah reckon tha'd 
better come along о’ me and tell t’ Inspector 
chap that story. He'll be RUE tax on that seven 


` hundred.’ 


. ‘Nay,’ said Mrs Grits in an alarmed tone. 
‘He can't да, that. It's. - capital. He cant tax 
capital.’ 

‘Can’t he,’ retorted Mr Grits. ‘He'd tax t. shirt 
off thy back, would that chap if he’ 8 given half 
a chance.’ 

: They sat in diae for a few minutes and then 
Мг: Grits said sadly, ‘It’s a pity tha -didn’t tell 
me’ about t' seven: hundred quid. Aye, а great 
pity. It'd have saved me a deal of trouble.’ 


They sat in silence again‘and then'it petted 


-^*EH,' said:Mr Grits, ‘what dost tha know about to Mrs: Grits that she had been let off 5 lightly, 
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for although Mr Grits was a good and kind 
husband it was unlike him to pass over so serious 
a matter in this lenient way. Mrs Grits became 


suspicious. She thought again and became even 


more suspicious.: Finally she’ broke the silence. 

Ате” sure, Dad, tha've told me all that hap- 
pened at t’ tax office?’ And, getting no reply, she 
added, ‘Come on, Dad. Best tell me all.’ 

Mr Grits sighed and said, ‘Aye, Mother, Ah'd 
best tell thee all. Well, Ah thought as t’ Inspector 
chap knew summat; he seemed so cocksure. 
And as Ah knew nowt about t’ seven hundred 
quid in War Loan Ah told him about t’ Согрога- 
tion Loan as wasn't shown in t' tax return.’ 

‘Corporation Loan!’ said Mrs Grits. "This is 
t first Ah've heard about t’ Corporation Loan. 
How much is it, Dad? 

"Three thousand Sounds; said Mr Grits, 
mournfully, as he in turn wiped away a tear. 
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"Three thousand quid, and t' Inspector chap'll 
want tax on that an’ all — . 

` ‘Well, Ah never did! said Mrs Grits, too dumb- 
founded to say any more. 

"Aye, said Mr Grits. ‘It can’t be helped. But 
it’s a pity tha didn’t let on about t War Loan. 
Ah reckon as t' Inspector chap knew. all about 
t' War Loan. These Government chaps lets on 
to each. other, Ah shouldn't wonder. And now 
Ah've gone and told him summat he didn't 
know. Ауе, Mother, it's a pity tha didn't tell 
me about t' seven hundred quid.’ 

Mrs Grits, although somewhat chastened, 
could not refrain from the obvious retort. ‘Aye, 
Dad,’ she said, ‘and Ah reckon its a pity tha 
didn’t let on about t’ Corporation loan. Why 
did tha keep it to thysen? 

‘Ah were keeping it for a surprise like,’ replied 
Mr Grits sadly, 'time we retire.' 
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Current Accounting Opinions in the United States and Canada - 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., G.A. (Canada) 
Professor of Accounting, McGill University, Montreal 


The Journal of TAM New York, 


May 
Interstate Practice 
NOTHER milestone on the road to nation- 
A“ acceptance of certified public ac- 
countants as qualified . professional men 
is reported with appreciation by the editorial. 
A special committee of the Council of State 
Governments, comprising legislators and licens- 
ing officials from New Jersey, New York and 
Pennsylvania, has recommended deletion from 
the accountancy statutes of the requirement that 
an applicant for a reciprocal certificate live or 
have an office in the State. The New York State 
Society of C.P.A.s is acting on this: a Bill to 
amend the New York law has passed both houses 
of the Legislature and is awaiting the governor's 
signature. : • 


: The C.P.A. at Meetings of Shareholders 

In the United States the auditor has no statutory 
right to attend annual meetings but may attend 
on the invitation of management. Mr Paul 
Grady, C.P.4., says that shareholders’. meetings 
have greatly improved in.recent years, largely 
reflecting a more enlightened attitude of business 
mahagement, and the auditor is often inyited to , 
be present. He is thus available fo. answer ques- · 


5 • 


tions of shareholders regarding his report, the 
scope of his work, internal control and matters 
related to the finaricial statements. 

Mr Grady suggests that the auditor should be 
assigned an official place on the programme and 
given an opportunity to make a positive state- 
ment as to his report and examination, after 
which he should answer stockholders' questions. 
In an illustrative statement of this sort Mr Grady 
makes his auditor say: 

“Twenty-five members of our РЕВЕ ЭИА were 
employed at various times throughout the year on 
the examination. All of these men are university 
graduates who have specialized education and 
training in ан =: auditing, economics and 
finance.’ 

This is the kind of explanatory detail he would 
give for the better understanding of the audit. ` 


Audit Working Papers as Legal Evidence 
It has been the practice of many accountants to 
preserve in their working papers every memo- 
randum made during an audit. Mr Saul Levy, 
c.p.A.,-chairman. of the American Institute's 
committee on. accountants’ liability, sees danger. 
in “this. ТЕ -memoranda containing initial -un- 
favourable impressions are left in’ after a more 
experienced. superior has judged them to be 
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wrong, but without full evidence as to the reasons 
for this, they may afford misleading evidence at 
a later date should litigation intervene. Mr Levy 
would have auditors exercise a keener apprecia- 
tion of possible hindsight difficulties and elimin- 

ate such superseded material as may be judged 
misleading, or, alternatively, add another detailed 
memorandum for their protection. He quotes 
the Ultramares case as an example of inadequate 
review of the working papers by the auditor and 
the evidence which they gave to the plaintiff. 


The Profession and its Future 
Although he sees nothing wrong in the under- 
taking of book-keeping work such as monthly 
write-ups by certifed public accountants, Mr 
John L. Carey, Executive Director of the 
American Institute of Accountants, fears that 
too many may be content to make a pretty good 
living in this way, without striving to improve 
their own capacity for higher level professional 
service. Such service will then go to lawyers 
and management consultants, he says, and he en- 
visages the certified public accountant attempting 
to compete with cheaper methods of routine book- 
keeping service afforded by electronic devices. 

In audit work, Mr Carey says that modern 
business would not tolerate the old-fashioned 
‘tick and holler’ detailed audit. Testing and 


sampling, internal control and internal audits: 


haye taken its place. Тће application of statistical 


theory to audit sampling is now being widely ` 


studied, and Mr Carey sees the impact of elec- 
tronic accounting on internal control and audit 
procedure as soon requiring equal attention. 
While most C.P.A.s give some service to 
management in controlling costs, budgeting, 
forecasting working- capital needs, improving 
systems, etc., it is usually on a hit-or-miss basis, 
says Mr Carey. He thinks there is a need for 
metliodical analysis of management services 
which C.P.A.s are equipped to perform without 
Special study, or within the boundaries of 
accounting subject-matter. The C.P.A.’s most 
useful area of service may begin, he thinks, 
where the audit report ends. He wonders whether 
the profession may not need a broader base of 
study in the liberal arts, supplemented by inten- 
pive training in professional schools of accounting. 
Mr Carey urges the need for better com- 
munication within the profession. Within the 
States he says that local chapters have been 
organized but that many of these are so big that 
many individual members cannot take part ifi 
their work. California has added luncheon groups, 
seminars, tax clinics and a continuing education 
• 
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programme, yet only one-third of its members 
actively participate in any phase of the society's 
programme in a year. He would have further 
decentralization and he suggests the forming of 
‘junior’ C.P.A. groups, like the junior bar and 
the junior chambers of commerce, with the 
objective of reaching all C.P.A.s or even prospec- 
tive C.P.A.s. 


The Controller, New York, 
May ` 

Federal Budgetary Reform 
Former President Herbert Hoover is reported as 
calling for early Congressional action to imple- 
ment the Budget and accounting reforms recom- 
mended by the first and second Hoover Commis- 
sions. Ав an example of 'loss of control of the 
purse’, Mr Hoover is ‘said to have cited the 
following: an estimated $68 billion in unspent 
appropriations available to Government agencies 
at the end of fiscal 1954, which coyld be used 
by the agencies in future years without Con- 
gressional review, one-third of the amount having 
‘not even a suggestion of being obligated’. 
“The benefits which would result from improved 
financial management could reasonably be ex- 
pected to amount to $4 billion’, according to 
Mr Hoover. 


The Accounting Review, Menasha, Wisconsin, 
April 
^ Financial Accounting and the Internal 
Revenue.Code 
Discussing the influence on financial accounting 
of the requirements of the new Revenue Code, 
Mr A. H. Cohen, Director of Taxation, American 
Institute of Accountants, reveals the effect of 
the 1954 provision that estimated future expenses 
directly attributable to income of the current 
period might be deducted for income tax purposes. 
The law’s refusal until that date to allow such 
expenses had meant that business firms had 
tended to resist the inclusion of such expenses 
in their accounts. Their response to the new 
provision wasesuch that, whereas the Govern- 
ment’s official estimate was that the tax conces- 
sion would cost approximately $35 million, a 
survey by the American Institute of Accountants 
suggested a eost of $500 million, ignoring the 
mans taxpayers who deferred any change to 
1955. The provision has been repealed and Mr 
Cohen says it will be interesting to see ЈЕ com- 
panies revert to the pre-1954 accounting in 1955. 
• The American Institute 1s urging dr A to 
retain the new basis. 
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INSTALLATION OF MANAGEMENT . 
ACCOUNTING IN A SMALL BUSINESS - II 


THE PROFESSIONAL APPROACH 
by HARRY HODGSON, Е.С.А., F.C.W.A. 


Selling Price Structure 
T will beclear thathaving established standard costs 
of products, the differences between these figures 
and standard selling prices will be the standard 
profits. It will also be apparent that it is not until the 


| 3tandards have been confirmed through the operation 


of budgetary control, that the whole of the budget 
structure can be said to have been proved. However, 


. аз soon as this stage has been reached, a most useful 


, mentioning, 


demonstration can be provided by listing the 
company's products so ав to illustrate their relative 
profitability. 

For some reason business men become extremely 
shy when this information is presented. Possibly it is 
because the “subject touches at once upon the con- 
nection between the company and its-market, and 
appears to threaten the delicate balance of customer 
relationships. In practice it is difficult to get people 
to admit that anything can be done about selling 
prices, or that any adjustment to the produce sange 
could be desirable. 

It is perhaps natural that, after many years during 
which profitability has been expressible only as a 
percentage of turnover, and without precise dis- 
crimination between products, it will need time to 
accept the possibilities now offered. It is worth 
'however, that the habit which has 
persisted for decades — of expressing overheads as a 
percentage of direct labour – is nowadays recognized 
as a thoroughly bad one, and that it has been accepted 
that the better-practice is to allocate overheads to 
process and^thus to follow their absorption by 
products through: а series of-logical steps. A-similar 
change of view:could, and should, take place with 
regard to profit margins, and it is proposed, therefore, 
to examine the structure of profitability a аз: а vital 
part of Management accounting. ; 


· Flexibility of Budgets 


the principle, and it would be confusing to discuss 
them in relation to the present point. 

' In considering profitability variable expenses may 
be regarded as being exactly recovered in total sales 
whatever the volume of output. On the other hand, 
fixed expenses must be taken as being exactly 
recovered only when exactly the standard volume of 
sales is achieved. This is a most important point, for 
it carries the rider that as fixed expenditure will 
remain constant, any volume of sales, other than 
standard, will bring with it either over- or under- 
recovery of fixed expense, as long as standard prices 
are obtained. · 

. It will, perhaps, be recognizable also that unless 
by chance fixed cost lies uniformly over all products, 
some of them will contribute more, and some less, to the 
total recovery. Thus any change in proportion as 
between product groups will bring about a disturb- 
ance of profit-earning apart altogether from the 
volume of sales as a whole. 

It is possible to state, therefore, that overall 
profitability consists of more than the simple mark-up 
from cost to selling price and must have regard to 
the 'amount of fixed expense included in the cost. 
The term ‘contributory margin’ is used to express the 
sum of fixed cost and profit mark-up contained in 
the standard selling price of a product. The first 
sale of a period yields the whole of its contributory 
margin towards the fixed expense of the period 
(which will inevitably accrue), whilst the contributory 
margin of the last sale is all profit, assuming previous 
sales to have been sufficient to’ recover all the fixed. 

The contributory margin has two important uses in 
management accounting:  - 

(1) It is a measure of the relative real profit-earning 

of products, expressed per £ of sales; and 

. (2)It enables an accountant to demonstrate the 

extent to which profitability has been affected 
by the mixture of products, separately from the 
effect of the volume of sales overall. 


The operation of budgetary control as envisaged in 


this survey demands that the budgéts are flexible, 
since any business is continuously expanding and 
contracting in whole and in part, and a sound 
scheme will be capable of following automatically and , 
in detail every such shift. This calls fog the definition 
of every expense as either fixed in relation tq the 
volume of output, or variable with it. There.are many 
complexities in practice, but none which invalidates 


The second part of an address delivered on July 7th to the 
joist conference on managément accounting, arranged by the 
Birmingham and London District Societies of ered • 
Accountants and held at The Queen’ s College, Oxford. 
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Profit Policy 


Useful as this concept can be, neither.it nor the 
calculation of a standard cost can indicate what 
amount of profit a manufacturer should seek. He 
himself will assert that he is bound to accept what 
the market will pay, or that his competitors restrict 
hw freedom. At the same time, however, he will be 
discovered setting selling prices according to some 
arbitrary rule such as aiming to get ro per. cent 
profit on selling price, and using this measure to. 
assess the value of the items in his.catalogue, Тће 
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question, therefore, is not whether some profit yard- 
stick is practicable, but what it should be. 

The. simple addition of a constant percentage 
becomes suspect as.soon as it is realized that cost is 
divisible into a significant new grouping. Instead of 
expressing cost as the sum of materials, labour and 
overhead, it is seen to be preferable to divide it 
between materials, variable cost and fixed cost. The 
question immediately posed is how 10 define the 
mark-up which should be asked on materials, on 
variable and on fixed overhead separately. 

Profit is the reward for diligence, the use of capital 
and risk. Assuming diligence to have been rewarded, 
as it usually-is, by salary or fee, we are left with the 
use of capital and risk. 

It is normally quite easy to break down the capital 
employed in a business as between that needed to 
supper the volume of materials passing through it 

stocks) and that employed to furnish the assets 

guch as plant and machinery) which give rise to 
ed costs (such as depreciation). 

There may or may not be capital involved in the 
passage of variable expense, but the important point 
is that all figures used for this purpose should 
represent real values, and not necessarily be book 
values. А rate of interest corresponding to the gilt- 
edged investment rate, plus a premium for lock-up, 
would satisfy the reward due to the use of capital. 

, Risk falls under two headings: 


(1) The risk of cost movement before selling prices 
can be adjusted to compensate; and 

(2) The overall risk of serious under-recovery of 
fixed cost, due to some sudden recession, or to 
the unexpected success of a competitor. 


The calculation of loading for the three separate 
classes of cost under the first heading will call for 
close study in each individual case. In the result, 
however, it will give full recognition to the proportion 
which material to other costs, and to its risk 
nature, Le. whether it is a highly speculative com- 
modity or otherwise. Тћив alone, one of the major 
perplexities of relative price fixing will have been 
simplified. 

Major under-recovery is a risk that faces all 
businesses, even though it may not be г 
At the absurd extreme, of course, that risk is 100 per 
cent of the fixed cost, and no delicate control is 
needed to signal the condition of no sales, which such 
a loss would imply. However, even in the ordinary 
fluctuation of trade it is by no means unexampled for 
under-recovery of up to 30 per cent to be experienced, 
and some such figure as this would commonly be 
used in assessing the risk. 


‘Policy’ Profit Calculation 


The following brief table shows how these figures 
would be accumulated to provide separate rates to 
add to the three elements of cost according to the 
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Material Variable Fixed Total 
£ £ £ 





Capital employed i 100,000 30,000 200,000 330,000 
Annual turnover (cost) 150,000 200,000 125,000 475,000 
Profit required: ў | 
Investment rate at 
7 per cent не 7,000 2,100 14,000 .23,100 | 
Cost movement 
risk | 2,500 ,500 3,000 7,000 
|. Recovery al as — — 37,500 37,500 
9,500 3,600 54,500 67,600 ` 
Per cent loading on 
cost . .. 6 :396 18% . 43:696 


147296 
Average proie 12°5 per cent selling value. ; 
Average contributory margin: 3 5'5 per cent selling value. 
Any range of selling prices which contained this 
‘policy’ profit would then guarantee an even reward 
to the manufacturer for his effort and risk, and for the | 


‘capital employed in his business. 


It is not enough to question such prices on 1 the 
grounds that they, or some of them, cannot 
obtained in the market. It is as important to engineer 
profits and prices as it is to engineer production or 
design. The accountant, in providing thi$ guidance to 
management, is in no position to say how any changes 
are to be made, or when they shall be made. Nor 
can he adjudicate as to the wisdom of retaining loss- 
making ‘prestige’ items in the list. But it is his duty 
to present the picture as a whole, and to insist that 
losses on sanctioned items should be made good by 
increased margins on others, so that the profit 
structure as a whole is sound. Progress towards the 
establishment of ‘policy’ margins throughout the 
range will no doubt be slow, but it should be 
vigorously sought. 

Strange as it may seem, it is often as difficult to 
reduce prices quickly as to increase them. Sudden 
disturbance of a market can produce effects far 
beyond the boundaries of a company’s own economy, 
and, in spite of the ruthless character popularly 
ascribed. to business men, they are, more often than 
not, unwilling to take a step which will embarrass 
others. Moreover, it must be admitted that it is 
perfectly natural to hesitate over the voluntary 
sacrifice of an extra juicy margin. At the same time, 
if the whole truth can be shown, it might point out 
where unduly high prices form a bar to the expansion 
of sales. А sensible business, man will respond 
quickly to this suggestion provided he can be shown 
the effect of adjustment in the general context of 
profitability. 

Conclusion 


No mention has been made in this paper of the subject 
of cash forecasting and the management of funds. 
Thig omission is not made because the subject is 
not of importance or because it does not form a 
subject on which the accountant/3hould be in 
constant support of his management, but because it 
is considered to be a functionewhich any well brought 


amounts in which they appeared in the а" of eup accountant will automatically understand and 


a range of products. 


perform.. 


* * 
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` Details, definitions and forms have not been 
included, because they have been adequately dealt 
with in the Institute's recent publication Standard 
Costing, and elsewhere. 

This is an absorbing field of study and practice. 
It has taken many years to bring the subject to its 
present state of development. There are exciting 
prospects of further work, based on present achieve- 
ments, in clarifying the economic structure and 
policy of businesses, and in helping managements to 
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proceed ‘confidently and with the minimum of 
confusion in the direction of stable and prosperous 
development. - 

It must be emphasized, however, that whilst 
management accounting has much to offer, and whilst 
accountants, who will study and adapt, can form a 
useful part of any management team, their job is 
merely to illuminate the scene and point the way. 
It is for спара alone to act. 

оне ) 


WEEKLY NOTES 


New Members of the Council of the Institute 


Two new members were elected to the- Council of 
'The Institute of Chartered Accountants in England 
and Wales at a meeting of the Council held last 
Wednesday. 

They are Mr H. A. Benson, C.B.E., F.C.A., a partner 
in the firm of Cooper Brothers & Co, and Mr J. H. 
Mann, M.B.E., M.A., Е.С.А., a partner in the firm of 
Mann, Judd & Co. 

We hopé to publish photographs of the new 
members of the Council; together with brief bio- 

hical notes, in next week's issue, which will also 
include a report of the Council meeting. · 


Damages for Loss of Profit: Deduction for Tax 


The House of Lords decision in British Transport 
Commission v. Gourley ([1956] A.C. 185), to the effect 
that in assessing damages for loss of earnings through 
personal injuries taxation must be taken into account, 
has now been applied to a case where compensation 
was payable to a company for disturbance when its 
leasehold factory premises were taken over by com- 
pe Rough Lad ( (West Suffolk County Council v. 
t Lid (The Times, ЕЕ 26th, 1956)). 

а Od October 1952, the cone acquired part of the 
company’s leasehold premises by compulsory pur- 
chase order, for the purpose of a road widening 
scheme. The company could not obtain other pre- 
mises until midsummer 1953 and as a result lost a 
number of profitable contracts, for which it claimed 
compensation. The Lands Tribunal found that the 
company had lost a gross sum of £11,600 owing to the 
loss of these contracts and it awarded that sum, hold- 
ing that any question of tax upon it was a matter 
between the company and the Inland Revenue. This 
decision was upheld in the Court of Appeal in April 
1955. In December 1955, the House of Lords gave 
judgment in British Transport Commission v. Gourley 
(see The Accountant, December 17th, 1955). The 
council appealed to that House which allowed the 
appeal on July 25th, and remitted "the case to the 
Lands Tribunal to reconsider the amount of compen- 
sation, on the basis that the element of liability to 
income tax should not have been excluded. The 
House were unable to distinguish the case from 
Gourley’s case. e 

Lord Morton of Henryton said that it vis for the 


company to prove the loss suffered. It could do that 
by submitting (a) a statement of the tax liability 
actually incurred in respect of the trading year in 
question and (b) an estimate of the tax liability 
which would have been incurred if the {11,600 
profit had actually been made. The net loss would be 
£11,600 less the сае between 9 and (a). These 
directions до not seem, by themselves, to preclude 
another Court from holding that the damages paid, às 
so reduced, are nevertheless trading receipts. Lord 
Keith of Avonholm reserved entirely his opinion on 
how far the ratio of Gourley's case could be applied 
to assessing the value of land. 


Industrial Output in June 
Provisional figures for industrial production in June 
put out by the Central Statistical Office show a 
slight improvement on June 1955. 'The official index 
is put at 135 to 136 (average 1948 is 100) compared 
with 135 in June last year and 129 in June 1954. 
Compared with May of this year, there was an 
increase of one point but in the first six months of 
the year so far the index has been running at rather 
less than 1 per cent above the same period of 1955. 


I.C.I. and Prices 

A large and influential recruit to the price stabili- 
zation campaign was gained this week when Imperial 
Chemical Industries Ltd, announced that it would 
make no further increase in the home trade prices for 
a wide variety of products until at least June 30th, 
1957.. The products concerned are chemicals, dye- 
stuffs, explosives, fertilizers, fibres, paints, pharma- 
ceuticals and plastics. The arrangement is made 
subject to. there being no serious change in the cost 
structure of the company, freight and fuel being 
mentioned in particular. 

LC.L, in making their announcement, point out 
that they have for long combated rising prices for 
their products by increased productivity of the labour 
force and, of course, their scale of capital expenditure 
and their systematic application to work study have 
been widely known for some time. They point out 
that they have been able in the-past to prevent home 
tzade prices moving up anywhere near as quickly as 
*the cost of raw materials involved in making their 
products or compared with the E iu trend of 
wholesale prices. : 
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It 1s of interest that this company emphasizes the 
virtues of selling at firm prices for specific and 
appreciable periods of time, as was common before 
the war. It clearly places emphasis not only on the 
need to keep prices down to avoid inflation, but also 
to raise the standard of practice in adhering to price 
lists and contract arrangements. 


F.C.I. on Loan Policy 


Lord Bruce, the chairman of the Finance Corporation 
for Industry raised two important issues at the 
corporation's annual meeting last week. Addressing 
the banks, insurance companies and trust companies 
which are the stockholders of his organization, he 
raised once again the question as to whether the 
banks might consider granting fixed term loans as a 
means of providing the finance for industrial ex- 
pansion. His second suggestion was that a committee 
should be appointed on the lines of the one which 
produced the Macmillan report twenty-five years 
ago to examine the problem of the provision of 
finance. These two issues, although connected, were 
not intended, in Lord Bruce' s opinion, to be entirely 
interdependent for he would have the banks act 
before any committee could make a report. 

He would have the banks grant fixed term loans 
for maximum periods of five to ten. years up to an 
amount which would be limited to some proportion 
of their total advances and he thinks that in practice 
this loan business should be handled by the F.C.I. 

'The suggestion that the banks should do more 
financing of industry comes up periodically over the 
years, usually at times of depression when it is 
difficult to stimulate investment. The fact that it has 
been raised under today’s conditions of full employ- 
ment (coupled with the proposal for a new study of 
the channelling of finance) shows that there is ‘still 
an impression in influential quarters that a gap 
exists in the channels connecting the supply and 
demand for money in commerce and industry. If, 
as may well be, this gap is a substantial one, it will 
probably not be easy to persuade the banks to put up 
sufficient funds for investment of this kind for they. 
would naturally expect illiquid loans to be made: 
out of funds which would be equally stable with the 
banks. If the gap is a small one, and there are many 
people who think that:it is much smaller than it was 
a generation ago, the role which the business and 
investment institutions could play would be small 
compared with the major problem of encouraging 
saving throughout the community. Opinion at present 
inclines to the view that the general level of saving is 
inadequate and that the channels are there in suffi- 
cient number and variety if there are enough savings 
to flow along them. 


Dock Labour Inquiry E" 

The committee set up to examine the Dock Labour 

Scheme under the chairmanship of Mr. Justice* 

Devlin issued its report last week. It recommends 

few changes in the present scheme and the main 
• 
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proposal put forward by the employers for the 
abandonment of dual control of the scheme and 
the concentration of that control in the hands of the 
employers, gets no sympathy.. The decided opinion 
of the committee on the employers’ proposal is its 
main conclusion. The committee found that con- 
trary to the employer's view, the operatives insist on 
their union representatives being on the board and the 
committee does not consider that the present board 
is any more of a personal barrier between docker and 
employer than any possibly acceptable alternative 
would be. 

'The committee has, in fact, said that the present 
scheme is the only possible workable arrangement 
under present circumstances and that all parties to 
it must accept that fact. The committee clearly sees 
the lack of confidence in the functioning of the board: 
both of employers and trade union representatives. 
If this attitude were modified further progress might 
be made, according to the report, in de-casualizing 
dock labour – although the present rate of progress is 
considered to be not unsatisfactory. So far as the 
unions demand for a pension fund financed under the 
scheme is concerned, the committee «prefers to 
leave that to be negotiated by the National Joint 
Council. 

This report has not produced a sweeping formula, 
complicated or simple, for change. It has come to 
the rather deflating conclusion that the present 
scheme is basically the right one. The value of this 
report lies in its insistence that progress can only be 
made if a basically workable scheme is accepted as 
such by all parties to it. 


Changing Terms of Trade 

Small changes in the comparative movements of 
import prices and export prices have an important 
effect on this country's external trading account. In 
June the official index of export prices, based on 1954 
as a 100, went up from 105 to 106 while the index of 
import prices fell from 106 to ros. In consequence, 
the ratio of import, prices to export prices moved 
two points in favour of the United Kingdom to 99. 
Тыз is the best figure since July 1955. 

According to the Board of Trade, export prices. 
went up by 4 per cent in the first half of 1956 com- 
pared with the same period of 1955, while the volume 
of exports is thought to have gone up by some 6 per 
cent. On a similar calculation, imports increased by, 
2. per cent both «іп volume and value over the first 
half of this year compared with the first.six months 
of 1955. There is some reason for thinking that the 


‘visible trade balance over the first half of this year 


has improved by about {150 million, the actual 
deficit having dr$pped over the six months from £455- 
million to £305 million. Much of this improvement 
has been due to a useful increase in the volume of 
exports. Аз might be expected, the main gain in export 
markets have been in aircraft, ships, commercial 
vehicles, .chemicals and heavy machinery and 
electrical equipment — all capital goods. 


• • 
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FINANCE AND COMMERCE 


Egypt’s ‘nationalization’ of the Suez Canal has added 
considerable weight to the pressure on the stock- 
markets. There has been no particular force to 
seling in the market except in oil shares but the 
undertone has been weak and uncertain. 


William Whiteley 

We left William Whiteley Ltd last year (November 
26th) with Sir Harold Gillett, M.C., В.С.А., endeavour- 
ing to clear up an ‘almost incredible’ situation. То 
recapitulate briefly: in August 1952, a syndicate, 
headed by Colonel Brighten, obtained some 80 per 
cent of the ordinary capital by bidding 32s 6d for the £ 
shares then standing about par. The company’s 
properties were thought to, have potentialities 
including a new airways terminal. The project fell 
through. Colonel Brighten died in October 1954, Sir 
Harold was invited to join the board as chairman, 
and the accounts reprinted this week are the second 
under his direction. 

His first accounts showed а loss of £242,106, over 
{100,000 of which arose from defects in the account- 


ing system. Counting House records, when he took 


over, were half a year in arrear — credit sales not 
recorded and customers’ cards missing. 

There is a loss this time of £16,914 after credit 
for provisions not now required, which is better 
than the prospect at the half-year, when draft accounts 
put the loss for the six months to September 1955 at 
approximately £35,000. 

The factors greatly contributing to the reduced 
loss for the full twelve months are the drastic re- 
organization of the Counting House, reductions in 
overheads, and the non-recurring credits. One of 
Sir Harold’s first actions was to put chartered 
accountants into the positions of secretary (Mr J. G. 
M. Paul, a.c.a.) and chief accountant (Mr John R. 
Dawes, A.C.A.). 


Liabilities Reduced 

Action during the year under review includes 
reduction of liabilities by £229,066. This was made 
possible by proceeds of property sales, collection of 
hire-purchase book debts ‘which previously had been 
allowed to fall seriously into arrear’, obtaining 
finance for new hire-purchase business, and reduction 
in stock. 

Much scope has been found for reducing over- 
heads by vacating the top floors of the Queensway 
premises and confining trading to the ground. and 
first floors. The company had previously been 
occupying. more than double the spåce required for 
its turnover so that daily running costs were right out 
of proportion to what they would have been in a 
normal retail establishment. 

Surplus property hgs been let to produce initially 
at least £55,000 a year after allowances to tenanta 
for necessary repairs which they agreed to execute. 


A future rental of £70,000 a year із in prospect. 
Action is being taken to let off the surplus space at 
the Queensway store, following the concentration of 
the business space as offices. À new building is also 
going up on the site opposite the store's main entrance 
which, says Sir Harold, vill increase its attraction 
аза shopping centre. 

Sir Harold sees the possibility of a further loss for 
the current year to March 1957 – ‘our second year 
of reconstruction’. Among other things, he points 
out, Government economies and policy have reduced 
business in the contract department and substantially 
reduced hire-purchase business. Much therefore 
depends on the successful fruition of plans for using 
the company’s properties, not needed for trading, 
to best advantage. 


Unclaimed Dividends 


Will Mrs Eleanor Bovill, Mr Richard F. Langley, 
Mr Lothar Mendes, Mr Harry M. Merriman, Miss 
Joan Pollock, Mrs Elena Rolbein and Mr Cyril 
Wood please communicate their present where- 
abouts so that they may receive their unclaimed 
dividends due to them as stockholders in Gerrard 
Industries Ltd. The information is asked for by the 
directors on the last page of the annual report where 
the names are given with last known addresses. The 
idea of using the report for this purpose seemed new · 
to us and we have given it extended publicity – 
although obviously it is a case of once only. 

In his statement with the report, Mr John Syms, 
the chairman, says ‘we feel entitled to claim that we 
have done our bit to help in the fight against rising 
prices’ and he substantiates this by giving the net, 
after tax, profit the company would have made had 
it passed on all increased costs to customers. The 
profit would have been {22,750 instead of £15,107, 
or 50 per cent more. | 

Turnover was up 18 per cent in money and 15 
per cent in volume, the money increase reflecting 
чће higher prices, which, to a limited degree, we 
have been forced to charge'. But while this, and much 
more.of the information given by the chairman is 
useful, there is no turnover figure and very little 
indication of the nature of the business apart from the 
fact that the company 'occupies a position in the 
Tensional Steel Strapping Industry, which, we 
claim, is second to попе. A description of the 
business, in so far as it is possible in limited space, 
is one of the good points of company reporting. | 


Money Market 
With the market's bid raised to {98 155 2d the 
Treasury bill rate eased to under 5 per cent on 
Jyly 27th. The average rate was £4 19s 6-39d per cent. 
*Outside applications were lower and total applications 
were £381 million and the market obtained 73 per cent 


of requirements. This week's offer is £270 million. di 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Estate Duty as a Distribution for Profits Tax 
Sm, – In answer to 'Edapt (issue July 14th), this 
company paid estate duty after my father's death, 
and we were called upon and did in fact pay profits 


- tax as a result of it. 


Yours faithfully, 


STANLEY BLAKE REECE, 
Liverpool, І. J. Brake & Co LTD. 


Company Meetings: Minutes 


Sir, – In reply to Mr Brendon Parke's letter in your 
issue of July 21st, I suggest that the answer to his 
question emerges from a consideration as to the 
reason for signing minutes. 

The chairman is the obvious one to sign the minutes, 
but he does not sign them as an individual but signs 
them on behalf of a majority, and the purpose of his 
signature is to indicate that the majority are of the 
opinion that the minutes are a correct record. 

If a chairman of a meeting signs the minutes at 
that meeting he signs them on the authority of a 
resolution passed at that meeting that the minutes are 
a correct record of the proceedings, and the only 
people who are competent to pass such a resolution 
are the people who were at the meeting. 

For this reason, therefore, I have always interpreted 
the phrase 'next succeeding meeting! to mean the 
next succeeding meeting of that class, in other words 
it would not be in order to pass a resolution at a 
directors’ meeting following an annual general 
meeting, that the minutes of the annual general 
meeting were correct — such resolution could only 
be passed at the next annual general meeting. 

In my view, it would make no difference that the 
same people who attend the annual general meeting 
were present at the succeeding directors’ meeting: 
The meeting at which the resolution confirming the 
minutes of the annual general meeting can be passed 
is the meeting itself or the next annual general 
| meeting. 

| Side faithfully, 
Shipley, Yorks. W. 5. WILSON. 


Home Consumption _ 
and the Wernher Decision 


Sir, - With reference to Mr D. T. Stone's letter 
(July 2181 issue) there does seem to be a rather 
indecent readiness to accept the Sharkey v. Wernher 
decision as applicable to home consumption generally. 
_ It was. established that where there аге twb 
activities, 
market value is the correct basis of transfer between 


the two. From this it is deduced that all goods • . 


withdrawn from stock by a trader must be credited 


one of which happens to be taxable, 


at ‘market value’ and, above all, that a taxpayer 
may make a profit by ‘trading with himself’. 

Accepting this dictum, it follows that the goods in 
question should properly be charged and invoiced 
to the taxpayer or, if appropriate, to his wife. At 
what price, precisely, must the operation be effected? 
No one is obliged to trade at a profit if he prefers 
to be philanthropic. No doubt Mr X., the grocer, 
will let his next-door neighbour have ‘a little off’, 
and will only charge his maiden aunt or grandmother 
at ‘cost plus 5 per cent’. Must he be more exacting 
in his dealings with Mrs X? 

Furthermore, being a keen business woman, Mrs 
X. will undoubtedly require a special discount for 
‘prompt cash’. And inevitably there will be the 
occasional bad debts. If Mr X. сап make a profit by 
trading with himself, he can certainly make а loss 
by trading with his wife. Of course he will have to 
take all necessary steps to effect recovery, but Mrs 
X. is unlikely to.be greatly perturbed by such minor 
details as writs and Court orders. 

Can it be that the stable door is open? Or would 
it be better if the Board of Inland Revenue had 
second thoughts – and decided that perhaps, after all, 
the movements of Lady Wernher’s horses do not 
necessarily govern the financial arrangements be- 
tween the grocer’s shop and his kitchen? 


Yours faithfully, 
Barnstaple, Devon. C, W. TAYLOR. 
Charity Finances 


Sm, - It appeared to me, on reading the letter from 
‘K. P. & Н' in your issue of June 9th, that two 
things were probably true of the charity mentioned 
in that letter, as follows: 


(1) They were continually unaware of the t 

state of their finances; and 

(2) They showed a complete lack of appreciation of 

the importance of having this information 
continually under review and made as up-to-date 
as possible. 

It was for this reason that I concentrated my 
attention solely on the question of charity finances 
in my letter published in the July 14th issue of The 
Accountant. 

Nevertheless, it is most certainly true that the 
important thin, a about a charity is the manner and 
extent by which it fulfils its objects. I would like to 
thank’Mr P. V. Watkins for drawing attention to this 
in his letter (July 28th issue) and also for putting the 
whole question of charity finances in its proper 
perspective. . | 
Yours faithfully, 


Epsom, Surrey. L. E. SAVIN. 
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NEW LEGISLATION 


gS, 


STATUTES 
(4 & 5 Eliz. 2) 


Chapter 42: Occasional Licences and Young 
Persons Act, 1956 


An Act to amend the law with respect to occasional 


licences. 
Price 3d net. July 5th, 1956. 


Chapter 43: Local Government Elections 
Act, 1956 


An Act to provide for the simultaneous holding of 
elections of rural district councilfors and parish council- 
lors; to require the expenses incurred in relation to the 
holding of elections of parish councillors to be paid by 
the council of the rural district within which the parish 
is situate; to provide for excluding certain days in com- 
puting the period of time within which elections to fill 
casual vacancies occurring in the offices of county, 
borough and district councillor and elective auditor are 
required to be held; and for purposes connected with 
the matters aforesaid. 


Price 9d net. July 5th, 1956. 


Chapter 44: Magistrates Court (Appeals 
from Binding-over Orders) Act, 1956 


An Act to amend the law relatirig to orders of Justices 
of the Peace requiring persons to enter into recogni- 
zances to keep the peace or to be of good behaviour. 


Price 3d net. July 5th, 1956. 


Маса 45: Small Lotteries and Gaming 
Act, 1956 
Ап Act. to authorize the conduct of small lotteries for 
ether than private gain by societies for raising money 
for charitable, sporting and other purposes and to 
amend the law. with respect to gaming; and for other 
purposes connected with the matters aforesaid. 


Price 8d net. July 5th, 1956. 


Chapter 46: Administration of Justice Act, 
1956 


Ап Act to amend the law relating to Admiralty jurisdic- 
tion, legal proceedings in connectiort with ships and 
aircraft and the arrest of ships and other property, to 

make further provision as to the appointment, tenure 
of office, powers and qualifications of certain judges 
and officers, to make certain other amendments of the 
law relating to the Supreme Court and the County: 
Courts and of the law relating to the enforcement of 
certain judgments, orders and decrees, to enable certain 
funds in Court in the Lancashire Chancery Court to be 
transferred to the official trustees of charitable funds 
or,the. Church Commissioners, and for purposes con- 
nected with the matters aforesaid. . • 


Price 2s 3d net. July 5th, 1596. 


STATUTORY INSTRUMENTS 


The Exchange of Securities (No. 4) Rules, 1956 
(S.I. 1956 No. 989) 


These Rules prescribe the procedure for the aeceptáncé 
of the offer to exchange 2$ per cent Defence Bonds for 
4% per cent Defence Bonds (Conversion Issue) made 
in the terms of the Notice dated June 3oth, 1956. 
Price 3d net. June 30th, 1956. 


' The Land Registration Fee Order, 1956 
(S.I. 1956 No. 1060 (L.11)) ' 


This Order cancels the concession made in 1950, 
whereby on a transfer of registered land for value no 
fee was payable on charges lodged with the transfer, 
and restores the half fee payable under the Land 
Registration Fee Order, 1930. 

It also has the effect of abating by one-half the fee 
payable for registering notice of the making of further 
advances under a charge to secure further advances 
which was registered with a transfer for value. Under 
the provisions of the Order now repealed a fee at the 
full rate was payable for noting such further advances 
on the register. 

Price 2d net. August Ist, 1956. 


The Exchange of Securities (No. 5) Rules, 
1956 


(S.I. 1956 No. 1062) 
'These Rules prescribe the procedure with respect to 
acceptance of the offer to exchange 24 per cent National 
War Bonds, 1954-56, into 4$ per cent Conversion 
Stock 1962. . 

Price 3d net. July 6th, 1956. 
'The Double Taxation Relief (Estate Duty) 
(India) Order, 1956 
(S.I. 1956 No. 998) 


Article V of the double estate duty agreement with 
India which is scheduled to this Order provides a 
code of rules for determining the situs of the categories 
of property which may pass on the death of a person 
who dies domiciled in either country. The code of 
rules does not apply where the effect of applying it 
would be to bring within either country's charge to 
duty property which, apart from the code, would be 
outside the charge of the country in question (paragraph 
(2) of article IV). 'l'he estate duty chargeable in 
India to which a British company may become liable 
in certain circumstances on the death of a shareholder 
is not affected by the agreement (paragraph (2) of 
article ПІ). 

For cases in which duty is charged by both countries, 
article VI provides a system of 'credits'. Where 
property has a situs in one country and not in the 
qther, the country of situs will retain its duty and the 
other country will allow a ‘credit’ (paragraph (1); 
otherwise both countries will allow ‘credits’, the sum 
of which will eliminate the smaller of the two duties 
(paragraph (2)). 

Provision is made for the exchange of information 
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between the taxation authorities of the two countries. 
The agreement applies to the estate duty (separate 
from the British estate duty) which is imposed in 
Northern Ireland. 
The agreement is effective as regards the estates of 
persons who die on or after the date when it comes into 
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force. But provision is made for the agreement to be 
applied to the estate of any person who dies before the 
date on which’ the agreement comes into force and 
after October 15, 1953, if the accountable person 


so elects. 
Price 5d net. June 29th, 1956. 


CRICKET . 
_ CHARTERED ACCOUNTANTS v. THE LAW SOCIETY 
Twenty-fifth Anniversary Match 


'The annual match between the Law Society and 'T'he 
Institute of Chartered Accountants in England and 
Wales, was played on Thursday, July rath, on the 
Richmond Club Ground, when the Law Society 
narrowly avoided defeat and the game ended in a draw. 


Institute Batting: Two Fine Partnerships 
The Institute won the toss and batted first. M. I. 
Makin and B. D. Barton opened the innings and 
immediately began to score freely against good bowling, 
until Makin was dismissed, caught and bowled by 
M. Richardson for 18. I. R. Eiloart came in, and 46 ' 
runs were on the board before he was bowled by G. 
Williams for 9. Barton and A. Pickard then added 
бо to the score in the first of two magnificent partner- 
ships by the Institute. At this point, Barton was out, 
bowled by Goold for 48, and Т. B. Stafford came in 
to score 8 before being caught at the wicket, also off 
Goold. With the scoreboard showing 132 for 4, P. C. 
Kay joined Pickard, and there followed an hours 
delightful batting by both men, until the Institute 
declared at 264 for 4. Pickard had made 104 in two 
hours, and Kay 67 in one hour – two splendid innings. 


Law Society Batting 

The Law Society were set to score 265 in just over 
24 hours to win. Their opening pair, T. M. Sutton- 
Mattocks and G. Williams, quickly set about their 
task, and put 97 runs on the board in an hour and a 
quarter, when Wiliams was caught by G. W. Gate 
off Pickard. He was succeeded by R. Rankine, who was 
to prove to be the Law Society's highest scorer, but 
a few minutes later, Stafford took a very good catch 
on-the run, also off Pickard's bowling, and dismissed 
Sutton-Mattocks for 49. Rankine was joined in quick 
succession by А. А. Muyer, Woollatt, Richardson 
and S. Mundy, the latter providing the only other 
stand of note by the Law Society batsmen. These 
four wickets went to E. I. Terrell (Bradley taking a 
particularly good catch to dismiss Muyer), Pickard, 
Н. Е. P. Thompson and Bradley, and six wickets were 
down for 210 with a quarter of an hour left for play. 

L. W. Robson then put himself on to bowl, and was 
rewarded with two wickets in his first over: H. Killick, 
caught by Pickard, and Goold stumped, before either 
had scored. In the next over, Bradley bowled Rankine 
for 77, and T. M. Outhwaite, the Law Society's last 
man, came in to see the over out and just зауе• ће 
game, thereby contributing to the tense and exciting 
nature of the final half-hour's play, with the issue jn 
doubt until the last ball had been bowled. However,* 
the outcome was somewhat disappointing for the 
Institute, who had striven throughout to bring about 


a result. 
e 


Jubilee 


‘The scores were: 
THE CHARTERED ACCOUNTANTS 
B. D. Barton, b. Goold E we .. 48 
M. I. Makin, c. and b. Richardson ди "S .. I8 





І. К. Eiloart, b. Williams 9 
А. Pickard, not out tog 
T. B. Stafford, c. Woollatt, b. Goold.. 
P. C. Kay, not out | urs .. 67 
Extras Ма .. то 
"Total for 4 odei s 2i 


H. R. P. Thompson, D. А. W. Bradley, E. I. Terrell, 
G. W. Gate апа L. W. Robson did not bat., 
Bowling: M. Richardson 13-3-53-1; W. F. Goold 





18-3-62-2; B. N. Bowcock 6-1-40-0; С. Williams 
16-о-80-1; T. L. Outhwaite 2-0-21-0. 
Tre Law Socrery 
T. M. Sutton-Mattocks, c. Stafford, b. Pickard. 49 
G. Williams, c. Gate, b. Pickard v 48 
R. Rankine, b. Bradley.. 2s 77 
A. A. Muyer, с. Bradley, b. Terrell ..- 5 
B. Woollatt, b. Pickard 4 
M. Richardson, c. Eiloart, b. Thompson 3 
5. Mundy, b. Bradley : 27 
H. Killick, c. Pickard, b. Robson... . o 
W. F. Goold, stumped Makin, b. Roe о 
B. N. Bowcock, not out ; Е 
T. L. Outhwaite, not out I 
Extras 5 : P i 9 
Total ior: 9 ои is ++ „223 


Bowling: D. А. W. Bradley 12-1-52-2; G. W. Gate 
8-0-36-0; Н. R. P. Thompson 14-0-63-1; E. I. Terrell 
6—1—22—1; A. Pickard 10-2-38-3; L. W. Robson 2-1-4-2. 


L. W. Robson Captain For Twenty-five Years 
Both teams drank a loving cup in champagne after 
the match to celebrate the twenty-fifth anniversary | 
of the fixture. L. W. Robson, the Institute captain, 
proposed the toast of "T'he Law Society Cricket Club', 

-ı hoped the two sides would have just as sporting 
and exciting matches in the years to come. He said he 
was particularly proud to have captained the Institute 
side for twentysfive years, which by any standards 
was a fairly long time, and he felt that perhaps some- 
body else might now take over. 

W. F. Goold, replying for the Law Society, c con- 
gratulated Mr Robson on his long record in these 
matches, and hgped that he would participate in one 
or twp more games in the future. As it happened, the 
declaration was such that the Law Society had had 
only three overs batting less than the Institute. Mr 
Goold added that he had a feeling the Institute had 
tried to build up a pretty strong side for the silver 
e, and that everyone on the Law Sociéty 
side had hoped that, despite the tense ee the 
Institute might have pulled it off. 
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FOR STUDENTS 


ACCOUNTANCY 
Reserves and Provislons 


Students must be careful to’ distinguish between 
reserves and provisions as these terms have, in relation 
to the accounts of companies, statutory definitions 
under clause 27, Eighth Schedule, Companies Act, 
1948. 

The expression ‘provision’ is defined as being 

'any amount written off or retained by way of providing 

for depreciation, renewals or diminution in value of 

assets, or retained by way of providing for any known 

liability of which the amount cannot be determined with 

substantial accuracy'. ў 

The expression ‘reserve’ is not positively defined in 
the Companies Act, though it is stated that any amount 
which is covered by the definition of ‘provision’ shall 
not be a reserve. ` 

It will be seen, therefore, that provisions are usually 
charges against profits, whilst reserves are appropria- 
tions of profit. The amounts which are charged to the 
profit and loss account by way of meeting probable 
liabilities fop bad debts to be written off, or for depre- 
ciation, or for any other expense of which the amounts 
are open to doubt, are all provisions and should be 
shown as such in the accounts of the company. On the 
other hand, reserves are a form of profit which belongs 
to the shareholders and which, although being ear- 
marked, perhaps, for a specific function, is neverthe- 
less part of the general funds of the company. 

One point in connection with provisions is worthy 
of particular attention. Re ir 

ТЕ excessive depreciation is provided on the com-. 
pany's fixed assets, or if an amount which is provided 
for any known liability is in excess of that which is 
reasonably necessary, then the excess ‘provision’ over 
the amount reasonably necessary is to be shown in the 
company’s accounts as a reserve and not as a pro- 
vision. In both these cases, the Companies Act accepts 
as being a reasonable amount for either purpose that 
amount which, in the opinion of the directors, is 
reasonably necessary for the purpose. Therefore the 
auditor has no personal discretion as to what amounts, 
if any, described as provisions, should be shown as 
reserves (though if he had a difference of opinion with 
the directors of the company and this was material, he 
might well refer to this in his report to the shareholders). 
The purpose of this rule of law is obvious: it is to рге- 
vent secret reserves being created by making excessive 
provisions for depreciation or for liabilities. It must be 
borne in mind, however, that the written-down value 
of fixed assets of a company for balance sheet purposes 
has little (if any) connection with the current market 
value of these assets, particularly when replacement 
costs are rising and the historical cost is therefore not 
a true guide to the cost of new plant, equipment or 
other fixed assets. М 


BANKRUPTCY Ы 
Trust Moneys 
When a person who is a trustee is adjudicated bank- 
rupt, any moneys or ppoperty which are held by him 
аз trustee are not available for distributign to his, 
creditors. This is so: whether the trust is an explicit 
one (created by deed or agreement) or an irhplied one 


(created by other means). The reason-for this is quite 
simple. If the bankrupt has never held а beneficial 
interest in the moneys or properties concerned, they 
are not his assets and cannot be used to pay his debts. 

This general statement of law, however, is subject 
to two qualifications. In the first place, if the property 
which is held by the bankrupt as trustee should fall 
within the ‘reputed ownership’ clause, that is to say 
in such circumstances as to lead creditors to imply that 
the property is his, such assets may in fact be claimed 
by his trustee in bankruptcy as being available for 
distribution to the creditors. Secondly, if the bankrupt 
has a lien on any trust moneys or property — e.g. for 
unpaid fees — this lien may be exercised over so much 
of the trust moneys or property as is necessary to dis- 
charge the indebtedness to the bankrupt. 

It is sometimes mistakenly thought by students that 
trusts arise for the most part only on the execution of 
deeds, but this is not so, and a modern illustration may 
serve to bring this point home. 

Hire-purchase finance in the retail trade today is 
normally made available by the operation ,of finance 
companies who buy the goods from the retailer at the 
cash selling price and simultaneously resell them on 
hire-purchase terms to the customer. Frequently, the 
instalments due weekly or monthly to the finance com- 
pany are collected by the trader who has supplied the 
goods, and sometimes this collection is on a commis- 
sion basis. Any moneys which the trader receives from 
customers are therefore received by him as trustee for 
the finance company, even though no legal agreement 
may have been drawn up to this. effect. If the trader 
should be adjudicated bankrupt, any moneys so 
collected by him for the finance company will not vest 
in his trustee in bankruptcy, but will be the property 
of the finance company for whom he has collected 
them. However, if any commission is due to the trader 
from the finance company, the trustee in bankruptcy 
may exercise his lien on the moneys by deducting the 
commission due and paying to the finance company 
only the net amount due. А ~ 

It will be seen, therefore, that moneys or property 
held by the bankrupt as trustee do not vest in the 
trustee in bankruptcy, except in the two special cases 
mentioned. If the bankrupt has converted any of the 
trust moneys or property to his own use, however, 
the beneficiary may follow such moneys or property 
if it is still identifiable, in addition to which a criminal 
action for conversion will lie against the bankrupt. 


MERCANTILE LAW 
Mistake and Misrepresentation 


Mistake generally arises through one of three happen- 
ings: the subject-matter of the contract may not exist; 
there may be an error as to the identity of the person 
with whom the contract is made; or there may be a 
mistake as to the subject-matter of the contract. Ín any 
of these three cases it will be realized that since the 
proposer and acceptor of the offer were never com- 
pletely in agreement as to the terms of the contract, 
*here can have been no consensus ad idem. Both parties 
to the contract may enter into the contract in good 
faith, but the Court will not enforce the contract 
against either party unless it is satisfied that both 
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| were at one time in agreement on the same points. 

The general effect of mistake, therefore, is that the 
contract is void ab initio. In such circumstances, either 
party may apply to the Court for an order to be made 
declaring the contract void. A simpler solution is 
usually to repudiate the contract and claim for the 
recovery of any goods supplied or money paid under 
the form of contract.’ Alternatively, the party may 
resist an action for damages or for specific performance. 
The law will usually attempt to put the parties in the 
position in which they were before the mistake arose. 

Misrepresentation arises when a statement has been 
made by one party to the other, either before or at the 
time of the making of the contract, which is inaccurate. 
It must be a statement of such a nature as to have 
induced the other party to enter into the contract and 
it may be made either innocently (i.e: believing in: its 
correctness) or fraudulently (i.e. deliberately). 

If the misrepresentation is innocent, the aggrieved 
party has the right to apply to the Court for rescission 
of the contract. Such a person cannot recover damages 
but he-is entitled to be restored. to the -position in 
which he was before entering into the contract. 

In'cases where the misrepresentation is fraudulent, 
the contract is again. voidable at the option of the 
aggrieved party, but in.such circumstances the right 
to damages is also added. Fraudulent misrepresenta- 
tion may also bring with it criminal liability and this 
matter is of particular importance in relation to a 
company prospectus, on the basis of which shares аге 
to be offered to fne public (889008 44, Companies 
Act, 1948). 
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H.M.S.0. PUBLICATIONS 
The National Debt 


Each year, a Command Paper is published which dis- 
closes the progress made by three séparate trust funds 
which were created for the express purpose of redeem- 
ing, or in part reducing, the National Debt.! - “: 
The first fund, known, as the National. Fund; was | 
established by an anonymous gift of nearly £500,000 | 
in 1927, such sum to be compounded with interest 
*until either alone or with other funds it was sufficient 
to discharge the National Debt’, By March 31st, 1955, 
contributions amounting to a further £452,474 had 
been received and the total fund stood at 2,220,192. 
. The second. fund was created by the first ‘Lord 
Inchcape and his family, and was to be accumulated , 
for not less than forty-five nor more than fifty years * 
from its inception in 1929. That fund today stands at 


£1,480,803. 

The third fund was founded i in 1932 by the will of 
Dr John Buchanan. This gift yielded £8,029 and is.to 
be accumulated for fifty years. It stands. today. at 
£13,240. 

The final disposition of. the national fund will 
certainly present some problems to future governments, 
for large though the fund is, its hope of eyer achieving 
its purpose is remote indeed. The increase in. the 
National Debt during 1954-55 was more than two 
thousand times greater than the growth of ali these 
funds! 


1 The last such publication was Стад. 9529, H.M.S.O., 
price 34 net, t, covering the усаг ended March 31st, 1955. 


NOTES AND NOTICES. 


À Personal 

Messrs KEMP & BRNE, Chartered Accountants, of 
Barclays Bank Chambers, Bay Street, Nassau, 
Bahamas, announce that Mr DoNarp E. BRITCHFORD, 
C.A., А.З.А.А., has been admitted to partnership. The 
name of the firm will remain unchanged. 


Professional Notes 
Mr Н. C. S. Whalley, a.c.a., has been appointed 
trustee manager of Martins Bank Ltd in succession 
to Mr W. S. Roberts, LL.M. Mr Whalley was formerly 
-sub-manager of the trustee department. 

Mr Charles E. M. Hardie, O.B.E., Е.С.А., has been 
appointed a director of Crosse & Blackwell (Holdings) 
Ltd. 

Mr J. H. Senior, F.c.a., a partner in the firm of 
Derbyshire & Co, Chartered Accountants, has been 
appointed chairman of the Kenwood Manufacturing 
Co Ltd. | 

In Parliament 
Company DIRECTORS: EXPENSES 
Mr Emrys НОСНЕЗ asked the Chancellor of* the 
Exchequer what further proposals he has for restrict- 
ing the sums which company directors are allowed 
to charge as expenses. . 

Mr H. MACMILLAN: I shall keep this matter under 

cloge review, but I would point out that the law 


| already provides па Бена ај rudi for he pro- 


tection of the revenue in the handling of claims for 
expenses. 


Hansard, July 24th, 1956. Oral Answers. Col. 203. 


Income Tax: EXPENSE ALLOWANCES 


Sir L. PLUMMER asked the Chancellor of the Ex- 
chequer how many taxpayers in this country are 
being allowed claims for expenses in excess of 
£10,000 a year. 

. Mr H. MACMILLAN: Statistics of this nature about~ 
individual claims are not available. But I would 
remind the hon. Gentleman that there is frequently 
a wide difference between the amount of expenses 
reimbursed by a company and the amount allowed 
for tax relief. • 


Hansard, July 24th, 3556. Oral Answers. Col. 203. 


Premium Savinecs BoNps: Estate Dory 

Mr McKmesn asked the Chancellor of the Ex- 
chequer if estate duty will be levied on prize money 
paid on a premium bond which has been the subject 
of a gift within five years of the death of the donor 
and where the prize money’ Du gained subsequent 
to the date of the gift. . 

Mr НАкогр MACMILLAN: No. | 

Hansard, July 27th, 1956, Written Answers. Col. 79. 
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SCHEDULE А ТАХ: Hove 


Mr MARLOWE asked the Chancellor of the Ex- 
chequer in how many cases within twelve months 
to the latest convenient date distraint has been levied 
in the Borough of Hove by the Inland Revenue for 
recovery of unpaid Schedule А Income Tax. 

Sm E. Bortz: During the twelve months. ended 
July 21st, 1956, there were eiglit such distraints. 


Hansard, July 3oth, 1956. Written Answers. Col. 92. 


Glasgow and Edinburgh Students 


"'he-annual cricket match between the Glasgow and 
Edinburgh Chartered Accountant Students’ Societies 
was played at Grange Loan, Edinburgh, on June 
20th. The weather was excellent and Glasgow won 
by three wickets. The scores were: 

Edinburgh – 88 (C. A. R. Cowan,*19; A. Jackson, not out, 
14; A. С. Thomson, 11; L. S. Leask, 6 for 22). ` 


Glasgow — 9o for 7 (W. I. Denness, 22; 8. Coughtree, 16; 
R. McAulay, 14; C. Cowan, 3 for 23; А. Jackson, 2 for 7). 


The Accountants! Christian Fellowship 
The monthly meeting for Bible reading and prayer 
will be held at 6.0 p.m. on Monday, August 13th, 
in the vestry at St. Mary Woolnoth Church, Lom: 
bard Street, London, EC3. 


Approved Auditors: Friendly Societies 
The Chief Registrar of Friendly Societies has issued 
a supplementary list of approved auditors, giving the 
names of 133 new appointments and the names of 
sixty-eight whose appointments have been dis- 
continued. 


New Issue of Savings Certificates 


The Chancellor of the Exchequer in his Budget 
speech on April 17th, 1956, announced that a new 
issue of National Savings Certificates would be 
introduced on August 1st. The ninth issue was with- 
drawn at the close of business on July 31st and the 
new issue will be known as the tenth issue. 


The price of the new certificate will be the same as the 
ninth issue, i.e., 15s per unit certificate. Each unit certi- 
ficate will increase in value at the following rate: 

At the end of the first year after the date of purchase 4d 
wil be added; during the second year the increase will be 
at the rate of 1d at the end of each completed period of 
three months; during the third year at the rate of rid 
at the end of each completed period ‘of three months; 
during the fourth and fifth years at the rate of 2d at the end 
of each completed period of three montbs; during the sixth 
and seventh years at the rate of 3d at the end of each com- 
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pleted period of three months, with an extra 6d at the end 
of the seventh year. 

The value at the end of the seventh year from date of 
purchase will be 205 this is equivalent to a rate of com- 
pound interest of £4 3: 11d per cent per annum (tax 
ignored) over the full period of seven years. The increase 
in value of the new certificates, as in the case of previous 


` issues, will be exempt from income tax. 


Certificates of the new issue can be held up to a maximum 
of 6oo units (purchase price £450), in addition to.any 
permitted holdings of previous issues, all of which continue 
to earn interest. 


Our Weekly Problem 
No. 129: FILLING THE BAILER 

‘We do not authorize -anyone to refill our cans.’ 
Charles Sidate idly read out the legend on the bailing 
tin. It was dead calm and no fishing possible. There 
were two old tins at the bottom of. the boat; one had 
apparently contained sheep. dip and was marked 
“7 pints’, the other ‘5 pints’. » 

Charles said to Ivor: ‘I authorize you to refill the 


_ tins with water from the loch and see if you can 
,arrive at 4 pints.’ 


Using a cup and filling the 5-pint tin to start with, 
Ivor eventually arrived at a measurement of 4 pints. 
Charles then succeeded after beginning with filling 
the 7-pint tin. . 

Who arrived at-'4 pints in the fewest moves? 

The answer will be published next week. 


- Answer TO Мо. 128: CHARLES CASTS 


Without a diagram it is impossible to show Charles' route, 
It will, be noted, however, that if the angle formed by the 


two sides of the headland is A, then sin А = зз. = 2 


Charles! walk to tea is: 
to the left bank 20 yards: 


to the right bank —33— = 34$ yards 
sin 2А 
15 
to Ivor's fir —— = 
vor's fire al. 15 yards 


'Total distance to tea 70 yards. 


SEVENTY-FIVE YEARS AGO 
From Ehe Accountant or AUGUST бтн, 1881 
Letter to the Editor entitled 
Tue INSTITUTE OF CHARTERED ACCOUNTANTS 


Sig,—Most of the members of the Chartered 
Institute will, I think, endorse the views expressed 
by “Bis” in your last issue, and will entirely agree 
with his sensible s tion. If a condensed report of 
the ae of the Institute were to be given in 
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The Accountant, those members of the Council 
who have the well being of the profession most at 
heart would have little to fear. 

“Bis” is only asking the Council to adopt a course 
followed in other professions, whose journals report 
their meetings for the benefit of those who either 
cannot attend for business reasons, or are not eligible 
for attendance; and if this is done in other professions 
why should it not be in our own? We see reports of 
meeti of the Incorporated Law Society in the 
legal papers; of thé meetings of bankers in the Bankers' 
Journal; and of most other professions in their respec- 
tive organs: and it seems to me that, notwithstanding 
the improvements Í have recently noticed in your 
paper, it will be incomplete so long as.this information 
18 withheld. 

The course I would s t, is for some one to 
move at the next gen meeting, that all the 
resolutions of the Council, together with the names 


- THE ACCOUNTANT 


August 4th, 1956 


of those voting, pro and con, excepting of course all | 
purely personal matters, should be reported in the 
succeeding issue of The Accountant, and I think that 
such a proposition would meet with general support. ` 
The Institute has now enrolled amongst its members 
accountants who practice in Scotland, Ireland, the 
Colonies, and other remote places; and some such 
resumé for members who can have no possible chance 
of learning of the doings of the Institute should be 
looked upon in the light of a necessity. At any rate if 
the idea suggested is not carried out, votes should 
be withheld from those present members of the 
Council whose personal views on this question are 
not known. . | 
I feel that no apology is needed for mer you to 
ive publicity to a proposal which, if adopted, would 
e for the benefit of the whole profession. 
. Yours, &c., 
London, August 3rd, 1881. 


ACCOUNTANTS' CROSSWORD 


Compiled by Kenneth Trickett, A.S.A.A. 


|" HN HM B BM 
ACROSS l 


9. One may expect poor dividends from shares in such a 
company (15). ; . 
10. Disorganized trade might be so valued (5). 





II. Print in a peculiar way, suitable for comparative figures 
(9) 


9). 
12. Artificer (7). ' 
13. Requisitions, possibly to send tin (7). 
14. Legal burden (11). | 
18. Settlor (7). 
20. Wrongful detention of property (7). 
22. Declared in writing, and might be 
exchange of letters (9). 


corrected by an 
23. Annual income, nearly all from property (5). 


, 24. They usually provoke a storm (two words, 8, 7). 


. DOWN 


r. Old pledges (7). à o 

2. One who grants a lease, 153 being required for com- 
pletion (6). : ` 

3. Theoretical only (8). 

4. One chooses whether to exercise this power (6). 

5. More stable, yet readiest to vary (8). ў 

6. Associated with everything that is a penny (6). 

7. Seeing in confusion as before (8). 

8. Cancels a legacy as about to judge (6). 

4. 7 who appears to offer a choice between finishing and 
understanding (8). . 

15. An alarming disturbance on the border-line (8). 

16. Relating to а public officer, not а broken rail (8). 

17. Let again or discharge (7). 

18. Deed delivered subject to а condition (6). 

19. Statistical frefuency (6). 

20. Таке away (6). 

21. Legal minority (6). 


The solution will be published in next week’s issue. 
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THE FINANCE ACT, 1956 
STAMP DUTIES: RELIEFS FOR SMALL TRANSACTIONS 


HE Finance Act, 1956, which received the 
Royal Assent on August 2nd, 1956, has 
introduced sorne significant changes in 
stamp duty law. ` 
The most beneficial change, so far as the man 
in the street is concerned, is the raising of the 
maxima to which reduced rates of ad valorem 
conveyance on sale duty apply. The full rate laid 
down in the Stamp Act, 1891, was 105 per cent, 
but this was increased in 1910 to £1 per cent. 
At the same time the increase was not to apply 
to conveyances or transfers where the amount or 
value of the consideration did not exceed £500 
and the instrument contained a statement certi- 
fying that the transaction thereby effected did 
not form part of a larger transaction or of a series 
of transactions iri respect of which the aggregate 
amount or value of the consideration exceeded 
£500. The increase did not apply at all to trans- 
fers of stocks, shares and marketable securities, 
but this immunity was withdrawn in 1920, 
without the relief for ‘not exceeding /500' 
transactions being extended to such transfers.: 


In 1947 the full rates of duty were again 


doubled, but additional reliefs were provided in 
favour of ‘not exceeding £1,500’ and ‘not exceed- 
ing £1,950’ transactions. These reliefs (although 
not the ‘under £500’ relief) were replaced in 1952 
by reliefs in favour of transactions not exceeding 
£3,000 or £3,450. The new reliefs consisted of a 
simple reduction of the full rate of £2 per cent 
to one-half or three-quarters. There were thus 
four rates of duty, namely: 10s, £1, £x 10s, and 
£2 per cent of consideration. | 

The Finance Act, 1956, repealed all the 
former reliefs and introduced a new code under 


which £500, £3,000 and £3,450 are replaced by. 


£3,000, £4,250 and £5,000 respectively. Section 
37 (1) enacts, broadly speaking, that: 

(a) the 1910 doubling of stamp duties shall not 
apply where the consideration does not 
exceed £3,000 and the instrument contains 
‘the appropriate certificate’; < 

(b) the 1947 doubling of stamp duties shall nof 
apply where the consideration does not 


exceed £4,250 and the instrument contains " 


‘the appropriate certificate’; 





(c) the 1947 doubling shall be modified to г 
50 per cent increase where the considera- 
tion does not exceed £5,000 and the 
instrument contains 'the appropriate cer- 
tificate’. 

The certificate in each case is in the now familiar 
form except for the amount. As to this, however, 
the section has raised doubt in some minds. The 
amount is to be £3,000, £4,250 or £5,000 
‘according as the certificate is that referred to in 
paragraph (а), (b) or (с) of Section 37 (1). The 
point has been made that where the consideration 
is under £3,000, a certificate to that effect will 
secure exemption from the 1910 doubling of 
duties but will not secure exemption from the 
1947 doubling of duties since the section requires 
a ‘not exceeding £4,250’ certificate for that 
purpose. The ultra-cautious purchaser of real 
property will perhaps insert two separate certi- 
ficates, since a subsequent purchaser may possibly 
argue that the title deeds are not properly 
stamped, where the consideration is, say, £3,000 
and only the ‘not exceeding £3,000’ certificate 
is inserted. 

The draftsman of the Act, on the other hand, 
has obviously taken the common-sense view that 
any statement which says that the consideration 
does not exceed £3,000 must be taken to say also 
(and' perhaps more emphatically) that the con- 
sideration does not exceed £4,250, either. How- 
ever, it will be easy enough to set all doubt at 
rest by having the document adjudicated but 
it would have been better to have been more 
specific. 

The new reliefs, like the old ones, apply not 
only to conveyances and transfers on sale, but 
also to voluntary dispositions and to premiums 
on leases where the rent does not exceed £20 per 
annum. Although the CHANCELLOR introduced 
the reliefs with the express purpose of helping 
the owner-oscupiers of dwelling-houses, they 
apply to a very much wider range of transactions, 
including for instance the gift of land or life 
policies by the rich in order to avoid estate duty, 
not to mention the purchase of property as a 
speculation. They still do not apply to transfers 


of stocks and shares. Ра 
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SHIPPING COMPANIES’ ACCOUNTS 


by H. M. GRACE, B.Com., A.C.A. 


HIPPING is an industry widely varied in 

structure, bounded on the one hand by 

large-scale international groups and on the 
other by small companies operating only one or 
two vessels. 

The industry may be broadly divided into two 
sections: the liner trade and the tramp trade, 
liners being those vessels which operate fixed 
sailings on recognized routes, whilst tramps 
operate on routes and sailing dates determined 
by the cargo available. Shipping companies tend 
to follow this division and to specialize in either 
liner or tramp trade, but this specialization is 
by no means universal and many companies 
operate both types of shipping. An alternative 
classification sometimes applied divides the 
industry into deep-sea, short-sea and coastal 
trades, but the liner and tramp classification is 
probably more familiar. 

The wide variation in the nature and size of 
shipping companies tends to produce similar 
variation in the type and quality of accounting 
records, which vary from mechanized accounts 
at one end of the scale to incomplete records at 
the other. Nevertheless, whilst there are differ- 
ences in application between companies, · the 
underlying accounting principles are very much 
the same. In an article of this nature it is not 
possible to deal with many of the differences of 
detail which arise, but it is hoped to illustrate 
the general principles of shipping accounting and 
control by outlining the accounts that would be 
used in the management of a comparatively 
small company carrying both passengers and cargo 
on fairly well defined routes. 

The basic account used by shipping companies 
is the ‘voyage account’, which records in full the 
financial story of the ship’s venture and shows 
the ultimate profit or loss. In view of the number 
and frequency of voyages, it may, however, be 
inappropriate to use voyage accounts for all 
short-sea and coastal shipping, and in these cases 
all the operations of a particular ship are recorded 
in a ‘vessel trading account’. Since this account, 
in effect, combines all the voyages of the vessel 
for the year, there is no fundamental difference 
9etween voyage accounts and vessel trading 
accounts and, although voyage accounts are used 
in this illustration, the accounting fnethods* 
described are, other than where stated, generally 
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applicable for companies using vessel trading: 
accounts. 

The build-up of a voyage account and the 
accounting control of the venture may be illus- 
trated by tracing briefly a typical voyage. 


Supplies 

Before beginning her voyage, the ship must be 
supplied with fuel, stores, food and wines, 
sufficient for at least the first stage of the journey. 
'The purchase and usage of these items are under 
the control of the ship's officer concerned and of 
the shipping office superintendent, who deter- 
mine the quantities required and place the 
necessary orders. Deliveries to the ship are 
checked on board and a signed acknowledgment, 
or delivery note, passed to the shipping office for 
use in approving the subsequent invoice. АЛ 
documents and accounts relating to a particular 
voyage must be clearly marked with the name 
of the ship and the number of the voyage. 

In a small company, invoices are normally 
dealt with on a cash basis and are entered in the 
accounts only as and when they are paid, but 
whether or not this is the system, it is usually 
necessary – in view of the number of invoices 
arising and the fact that several vessels may be 
incurring expense at the same time-to use 
subsidiary books for each type of expense. Each 
entry is analysed into its respective ship and 
voyage column and at the end of the month the 
relevant voyage account is debited with the total 
expenses incurred and cash or creditors control 
credited. When all invoices have been received, 
the voyage account will reflect the initial pro- 
visioning of the ship. 

- It may also be necessary to take on further 
fuel and provisions at foreign ports and these 
purchases are made through the company's 
agent or branch office. It may indeed be cheaper 
to buy abroad than at home. In the case of the 
larger items, such as fuel, the company's head 
office requests its agent by cable to arrange for 
the required quantity to be alongside, but for 
smaller items of stores the ship's staff is given 
discretion to purchase through the agent on 
arrival. Subsequent invoices will be paid by the 
agent and remitted to the company's office in 
support of his current account. After checking and 
approval by the superintendent concerned, the 
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invoices are converted into sterling at the rate 
ruling at thé time the expenses were incurred. 
and journalized to the debit of the voyage account 
and to the credit of the agent. . 

Control of fuel and provisions ‘and ‘of the 
ship’s bar and shop is the responsibility of the 
relevant shipping office superintendent. Fuel usage 
is checked by comparing the actual consumption 
with estimates based on the length of the voyage, 
the number of days at sea, ‘the type of engine, 
and the weather encountered. Provisions for 
passengers and crew are controlled by means of a 
stock book kept by the chief steward of the ship, 
in which he records all amounts taken on board, 
the daily usage and the number of meals served. 
At the end of the. voyage the closing stock is 
entered and the book returned to the shipping 
office, who check the details and decide whether 
the usage is satisfactory for the number of meals 
served. Similar records are maintained. for the 
ship’ 8 bar and shop, and in this case control is 
generally maintained by laying down fixed selling 
prices for all items. If; however,.this is not done, 
the only check. will be through the anticipated 
gross proe ratio. | 

; E Cargo 

By ide esed and personal contact, the 
company informs forwarding agents and other 
anterested consignors of the proposed voyage, 
cand receives from them applications for space 
in the ship. Based on these applications, "which 
give details of the cargo and of its weight and 
measurements, a stowage plan of tbe ship is 
prepared, and if space is available the consignor 
18 given a permit stating the date and place to 
which the cargo should be delivered. 

Details of the cargo and the freight payable are 
set out in a bill of lading, often prepared by the 
consignor, and are subsequently checked against 
the wharfinger’s acknowledgment of delivery to 
the dock. In order to allow for cargo which is 
bulky without being heavy, the freight payable is 
based on the greater of the actual weight of the 
goods or their measurements, forty cubic feet of 
measurement usually being treated as equivalent 
to one ton in weight. The freight rate charge- 
able on the resultant weight is in many cases 
determined by the shipping conference to which 
the company belongs. 

_ From the bills of lading, the freight depart- 
ment draws up the ship’s manifest, setting ої 
details of all the cargo. loaded into the ship and 
the freight payable, and sends copies to the 
master.of the-vessel and to the company's agents 
at the various ports of call. Fer the purposes of 
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„ће accounts, the manifest is summarized, and 
_-the total freight due credited tothe voyage account 
“and debited to a ‘freight receivable’ account. 

. The original bills of lading are valuable docu- 
ments since, as is well known, they set out the 
terms of the company's contract with the con- 
signer, form his receipt, and are a document of 
title to the. goods. ‘They are, therefore, normally 
handed to the.consignor only in exchange for 
cash payment of the freight.-When the cash is - 
received it is posted from the cash-book to the 
credit of the freight receivable account, thus 
clearing it and showing that all freight due has 
been received. Where; however, bills of lading 
are issued otherwise than for cash, the personal 
account of the congignor must be debited and 
the freight receivable account credited; altern- 
atively, a memorandum analysis of the balance of 
the freight receivable account must be maintained 
until payment is received. The separation of the 
computation of freight due from the caeh received 
imposes .a valuable check on both departments. 

It often happens that the freight is not paid by 
the consignor but is collectable abroad by the 
company's agents. The total amount collectable 
abroad is then shown separately on the summary 
of the ship’s manifest, and is debited to a separate 
*freight collectable abroad' account. As the freight 
is collected by the agents abroad, their current 
accounts are debited and the freight collectable 
abroad account credited, thus clearing it.’ 

When a company is a member of a shipping 
conference it frequently grants to consignors a 
deferred rebate on the freight paid, provided 
that, up to the date on which the rebate is paid, 
the consignor has not made any shipment by a: 
company outside the conference. The rebate is 
deferred in that it is not paid until six months 
after the close of the period on which it is based. 
Provision must be made in the accounts for 
payment of the rebate, and the amount shown on 
the manifest summary as accrued is debited to 
the voyage account and credited to a deferred 
rebates account. The rebates account is eventu- 
ally cleared wen the deferred payment is made. 

Cargo taken on at a port other than that from 
which the voyage began is dealt with by the agent 
at.the port concerned: Whether the cargo is for 
shipment to the home Port or to another port on 
the voyage, the agent issues the necessary bills of ' 
lading and submits to the company's head office a 
copy of the manifest giving details of the cargo 
and the freight due, and stating whether.it has 
*been paid to the agent or is collectable elsewhere. 
After thé manifest has been checked, the total 
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freight due is credited to the voyage account, 
the amount collected by the agent is debited to 
his current account, and the amount still to be 
collected is debited to a 'freight collectable- 
inwards’ account. This ‘suspense account’ will 
eventually be cleared by transfer from an agent’s 
current account if collection is made abroad, 
or by cash if collection is made at home. 

When the cargo is unloaded at the port of 
destination, the agent — or if the destination is the 
home port, the stevedores — submit to the ship- 
ping office an 'out-turn' report giving details of 
the actual quantities unloaded. This is normally 
prepared in order that a watch may be kept on 


losses and errors and for the subsequent investi-. 
gation of claims, but owing. to the practice in: 


some ports: of understating the amounts loaded; 
it may sometimes be necessary to use this report 
as a basis for the accounting entries for freight 


earried, since entries based on the manifest would, 


require too,many: adjustments. 


It may be noted that bills of fading are not 


always used in coastal arid short-sea voyages, 
where a consignment note may form the con- 
tractual document. Manifests for each port are 
prepared from the consignment notes and the 
accounting entries for freight follow the pattern 
outlined above. 


_ Passengers 
When the ship carries passengers it may be 


necessary well in advance of the proposed voyage 
to allocate the accommodation available between 


the company’s agents on the basis of anticipated 


demand. Each agent, or group of agents for a 
particular area, is notified of the number of 
cabins and berths that he may sell and he, in 
turn, keeps the passenger department informed 
of actual and anticipated bookings. The accom- 
modation allocation must be sufficiently flexible 
to allow agents with heavy demands to make use 
of surpluses elsewhere. 

As each passage is booked a ticket is issued to 
the passenger and a list prepared giving details 
of the passengers sailing on a particular voyage 
and of the amount of- passage money collected, 
or to be collected elsewhere. From these passenger 
lists and the supporting duplicates of tickets 
issued, passenger department compiles a sum- 
mary of the passage money due fôr the voyage, 
distinguishing amounts collected from a 
to be collected, and the total amount shown on 
the summary is credited to the voyage account. 
As,in the case of freight, the corresponding debit 
will be to appropriate ‘suspense’ account$, which * 
will be cleared on collection of the passage money 
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by-entry from the cash-book or from the account 
of-the agents making the collection. Here again, 
the separation of the passenger.and cash depart- 
ments provides a useful ‘cross-check. 

On completion of the voyage the ship’s chief 
steward submits to the passenger department а 
list- of all passengers carried, supported by. 
tickets collected from them, and this return is 
compared with. the passenger lists originally. 
received. Any passage money for passengers who: 
did not in fact travel must be taken out of the 
voyage account and held in suspense pending 
refund or transfer to a subsequent voyage. 

Passage money is sometimes paid in advance. 
without any particular voyage in view. In this. 
саве а prepaid passage account is credited until: 
such time as the voyage is taken, and part of the: 
total credit to voyage account for passage money: 
will then be offset guns the prepaid passage 
account. 

Charges for excess or unaccompanied baggage 
are brought into the voyage account in a similar 
manner to passage money and the total amount 
due is cross-checked at the end of the voyage with. 
the chief.steward’s j return. 


E 


Payment of Crew 


In most shipping companies; the master and. 
senior officers of a ship are members of the. 
company’s staff, whilst the remainder of the crew 
are employed either for the particular voyage or 
for a particular period of time. Whatever the: 
method of employment, the master is réquired, 
by the Merchant Shipping Acts to enter into a . 


. signed contract with every member of the crew, 


the terms of which are set out in an ‘agreement. 
and list of the crew’, commonly known as the. 
ship’s articles. When any member of the crew is 
paid off, the master is required to give him a 
statement of his pay and of all deductions made 
therefrom, and the articles are again signed as 
receipt for pay and as a release to the master and 
owners for all claims arising out of the voyage. : 
When a crew is employed for a particular 
voyage, the basic record of their pay is similar. 
to that used in the normal commercial firm, but 
it is maintained on board the ship throughout. 
the voyage. The ship’s clerk keeps a complete 
record of all pay earned, including overtime, and 
of the deductions made, and at the end of the 
voyage this record is submitted to the shipping. 
осе, together with the statements to be given 
to the crew. After checking, summary details. 
are recorded in a journal from which the gross. 
pay and employers share .of National Insurance 
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аге debited to the voyage account, the deductions 
are credited to the relevant deduction accounts, 
and the net amount payable credited to a suspense 
account for ultimate clearance from the cash-book. 

` Deductions from pay are the same as those 
made by a normal firm, including P.A.Y.E. and 
National Insurance, but: in addition, allowance 
must be made for advances of pay made to the 
crew and allotments paid by the company to 
.relatives. Advances of pay may take the form of 
advance notes issued before the voyage begins, or 
may be made at ports of call to enable the crew to 
go ashore. Advance notes are undertakings by the 
company to pay a certain sum to the order of the 
seaman, provided he has in fact joined the ship, 
and to cover the possibility that he may. not do 
80 the notes can only be cashed at the company's 
office a certain number of days after the ship 
has sailed. The notes may be negotiated by the 
seaman, usually at a discount, and payments 
made by the company are charged to an advance 
note account which is ultimately cleared at the 
end of the voyage by credits from the pay journal. 
Payments made at foreign ports and. purchases 
from the bar and shop are taken into account in 
the ship's closing cash statement referred to below. 

Allotments to relatives are authorized by the 
seaman in the articles, and payments made by the 
company are debited to an allotment account, 
which, again, is cleared at the end of the voyage 
by credits from the pay journal. 

It may incidentally be noted that the shipping 
industry is one of the few industries which 
deduct and pay over trade union dues. 

Under the system of pay outlined above, the 
voyage account will be charged only as and when 
the crew is paid off. If, therefore, the crew is 
retained for more than one voyage, it is neces- 
sary — before the first voyage can be closed – to 
calculate the wages on that voyage and to carry 
them forward to the subsequent one. 

On short-sea voyages the crew are employed 
for a period rather than for a voyage, and wages 
will be dealt with as in a commercial firm. The 
gross pay in this case is debited to the trading 
account of the ship concerned, and the difficulty 
of carrying forward a provision between voyage 
accounts will not arise. | 


Other Disbursements 
During the voyage various other expenses «аге 
incurred. These include dock and port dues, 


towing charges, stevedoring and wharfage costs, 


commissions paid and repairs carried out. The 
relevant invoices are paid by the shipping office 
or by its agent, and after ,checking by the 
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particular department concerned, are charged to 
the voyage account from the cash-book or from 
the agent’s current account. 


Completion of the Voyage 

When the ship reaches the port at which the 
voyage is to be considered closed, the chief 
steward submits to the shipping office a summary 
receipts and payments account of the transactions 
which have taken place on board. ‘These transac- 
tions mainly consist of sales from the bar and 
shop, advances of pay to the crew, payments to 
passengers against letters of credit, and foreign 
exchange transactions. Bar and shop sales are 
checked against the respective stock books, 
advances of pay and payments on letters of 
credit against the | pay sheets and the signed 
letters of credit, and the exchange transactions 
by reference to the ruling rates of exchange. The 
net cash received from the steward is then 
debited in the cash-book, the payments made are 
debited to advance of pay account ог to letters 
of credit issued, and the bar and shop sales 
credited to the voyage account. The advance of 
pay account will be cleared by entry from the 
pay journal of the relevant deduction, and the 
letters of credit account by entry from cash 
when the passenger deposits the amount of the 
letter. Foreign currency received is debited to a 
suspense account which will be cleared either 
when the sterling equivalent is eventually received 
or when the currency is issued to another vessel. 
Any difference on the account will be taken as a 
difference on exchange. 

Stocks of fuel and provisions on board at the 
end of the voyage must be checked and certified, 
and their value credited to the account of the 
completed voyage and debited to the succeeding 
voyage as its opening stock. 

'The voyage account must be charged with 
a proportion of the annual insurance premium 
for the ship, and in the absence of special circum- 
stances the charge is based on the number of 
days taken on the voyage. If the company has a 
sufficient number of ships it may undertake its 
own insurance, charging the voyage with the 
amount that would be paid to an outside insurer 
and crediting an insurance fund account. Any 
expenditure which would be recoverable from 
an outside insurer is then debited to the insur- 
ance fund. 3 

Repairs and Depreciation 
Any repairs due to normal wear and tear should 
*be carriéd out and charged to the voyage account, 
or provision made for the necessary expenditure. 
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An alternative treatment often adopted spreads. 


repair charges more evenly over the voyage by 
charging each voyage with a daily repair rate 
based on experience. The total charge for the 
voyage is credited to a provision for repairs 
account, against which i is set actual expenditure 
incurred. 

In connection with repairs, mention should 
be madé of the special surveys of the ship by the 
Ministry of Transport and by Lloyd's. The 
Ministry: of Transport survey is an annual one 
of the ship's safety apparatus and is a pre- 
requisite for renewal of the passenger certificate. 
Lloyd’s surveys take place every four years and 
determine whether the ship is fit to remain in its 
Lloyd’s classification. Both types of survey often 
imply maintenance expenditure, particularly in 
later years, and in the case of Lloyd's survey this 
may be substantial. From the strict accounting 
point of view it seems desirable that the repairs 
charge to. the voyage should include some 
provision towards the expenditure likely to arise 
on the next survey, but until the survey is carried 
out it is not known how extensive the repairs 
will be and ‘any provision made is likely to be 
very approximate. 

A careful examination must be made of any 
damage for which a claim can be made on the 
insurers. The amount, recoverable is determined 
by average adjusters, but since their report is not 
submitted until some time after the voyage 
account is closed, the company cannot be certain 
what proportion of the damage will have to be 
borne by themselves. The normal procedure, 
therefore, is to charge the whole cost of repairing 
the damage to the voyage account and to take 
out to the debit of a claims account the amount 
‘considered recoverable. 

Depreciation is a large and important item in 
shipping accounts, particularly with modern 
values, but from the accounting aspect its compu- 
tation follows the usual principles. The expected 
life of the vessel is normally taken as being 
twenty to twenty-five years, and its cost is written 
down to а’ nominal value over that period. The 
treatment of the annual depreciation charge 
varies between companies, in some cases being 
apportioned on a time basis between the voyage 

accounts, and in others being charged direct to 
profit and loss. The former method naturally 
gives a more accurate result of the voyage. 


Final Accounts 
The voyage account is now complete and records. 


fully the history. of the voyage, showing the . 


earnings from passengers and freight’ and. the 
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corresponding costs-of fuel, provisions, cargo 
expenses, wages, insurance, repairs and deprecia- 
tion. It remains only to transfer-the profit or loss 
on the voyage to a ‘profit on. operations’ account 
for ultimate inclusion in the final profit and loss 
account. Further overhead costs will have been 
incurred for administration. and finance, and, 
whilst these ‘could be allocated over the voyages 
on a time basis, they are normally. charged direct 
to profit and loss account. . 

: If the voyage is still in progress at the end of 
the financial. year.the usual practice. із to carry 
down the balance on the voyage account and to 
show the net total of such balances in the balance 
sheet as ‘open voyages’. Even though the voyage 
is well advanced, it is not usual to take any 
proportion of the profit or loss into the year under 
review and, indeed, in some cases it is. the 
practice to bring. into profit and loss only the 
results of the voyages completed in a twelve- 
month period ending, say, three months before 
the end of the financial year, all later voyages 
being. treated as open. ` i 


` Value of the Accounts 
It may well be asked whether the accounts 
outlined above adequately control the company’s 
operations. The voyage account shows the profit 
"ог loss of the venture and this is naturally of 
interest, but it operates as a control only within 
wide limits or if one voyage is much the same as 


` the next. Indeed, where voyages are identical, 


the company's accounts could well be run on 
normal trading principles, analysis being by 
expense rather than by individual voyage. | 
To provide а more detailed control on opera- 
tions the voyage account is usually analysed 
statistically on completion of the voyage, in order 
to break down the ultimate profit or loss into its 
contributory factors. Thus, the total earnings of 
the voyage are analysed to show the quantity of 
freight and the number of passengers carried, 
the stages of the voyage. for which they "were 
obtained, the amount of unoccupied space, and 
the commissions and rebates incurred. Disburse- 
ments are analysed to show their nature, the cost 
per day of the voyage, the cost of calling at each 
port, and the cost of carrying various types of 
cargo. Тће number of days taken by the voyage 
is also analysed to reveal the time spent in each 
.port, the time taken to turn the ship round, and 
the time spent at веа on each stage of the journey. 
Steaming speeds and fuel costs for each stage 
are also examined. 
.. Such an analysis of the voyage is of considerable 
use in determiniag the most profitable routes 
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‘and ships, and in indicating inefficiency. In the 
case of short sea and coastal traffic, where 
voyages are similar and of short duration, the 
analysed results of one voyage provide a reason- 
able guide to the next and enable management 
to -correct undesirable trends without long 
delay, but where voyages are lengthy and dis- 
similar, wastage may continue for some time 
before remedial action is taken. Historical 
analysis is then not as satisfactory a control as 
comparison of actual results as the voyage pro- 
ceeds with a forecast of what should be happening. 
In other words, the accounts of the company are 
of much greater value when a form of budgetary 
control is applied. 

Difficulties of budgeting are no more formid- 
able in shipping than they are in many manufac- 
turing industries, and in many cases estimates 
are already made of the likely result of the 
voyage. These estimates are, however, sometimes 
very approximate, and are not applied to the 
voyage as it goes along. Once the ports of call 
have been determined it should not be difficult 
to forecast efficient levels of earnings and expen- 
ses, and to show in the accounts the variances 
which arise in execution. These variances would 
concentrate the attention of management on 
factors which were not going according to plan, 
and would enable appropriate action to be taken 
in good time. The extra cost of unoccupied 
space, of delays in turn-round, and of unprofitable 
calls, would be clearly revealed as it occurs, 
instead of remaining buried in the overall result 
of the voyage. . 


Replacement Cost 

The present accounts of the company are also 
reduced in value by the absence of a technique 
for dealing in the voyage account with replace- 
ment costs, Whilst this question is well in 
evidence in chairmen's reports, it is less so in 
the accounts. The charge to the voyage account 
for depreciation is based on the original cost of 
the vessel, which may well have been purchased 
at the low prices ruling in the early 1930s, and 
no allowance is made in the accounts or in the 
statistical analysis for the maintenace of the 
shipping service by the company after the ships 
then in use have been scrapped. If it is accepted 
that the object of the company is to provide a 
continued service with a series of successive 
ships, rather than to indulge in a single ventufe 
terminating when the original assets are used tip, 
it seems reasonable that voyages should bear the 
‘cost of maintaining the long-term service, i.e. 
they should be charged at replacement cost. - 
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Non-allowance for increased cost of replacement 
not only distorts the voyage account, but also 
results in a fictitious profit in the final accounts. 
As a consequence, many shipping companies 
are not retaining sufficient profit to replace their 
fleet and are, in effect, distributing capital. А 
great deal of responsibility for the present unsatis- 
factory position must be borne by the accounting 
profession. Had its influence in the movement 
towards realistic accounting and taxation been 
more progressive, modern accounts might give a 
more accurate view of the true position and 
taxation authorities have been encouraged to 
make some allowance, other than the investment 
allowance, for replacement of existing assets. 
The legacy of conseryative accounting is nowhere 
more apparent than in the shipping industry, 
and there is considerable justification for the 
view of some of its members that accountants 
have not fulfilled their function. 


Published Accounts 


The accounts provided for the shareholders of 
some shipping companies, like those provided 
for their managements, are often less informative 
than they might be, and it is usually impossible 
for a shareholder to determine what trading 
profit has been made or what the true financial 
strength of the company is. The trading results 
of the year may be hidden in the profit and loss 
account under the general description ‘Operating 
surplus after charging depreciation, providing for 
deferred repairs and maintenance of fleet, and 
transfers to and from reserves’; the true liability 
of the company may be included in ‘Creditors, 
open voyage accounts, reserves and provisions for 
deferred repairs, maintenance of fleet and taxation’. 
The disclosures required by the Companies 
Act for the normal industrial company may fall: 
short of what is considered desirable practice, 
but in the case of shipping even this minimum 
is further reduced by operation of the Companies 
(Shipping Companies Exemption) Order, 1948. 
This order, isgued by the Board of Trade under 
power contained in paragraph 25 of the Eighth 
Schedule, exempts companies whose main opera- 
tions are outside United Kingdom coastal waters- 
from disclosing in their published accounts the 
amoynt provided for depreciation of fixed assets, 
or the amounts of (or changes in) reserves and 
provisions. If, however, reserves and provisions 
are not separately shown or the profit or loss for 
the year is determined aftet transfers to or frem 


* them, or if the dividends for the year exceed its 


profit (before transfers to or from reserves and 
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provisions), the accounts must clearly indicate the 
fact, but need not disclose the amounts involved. 

Clearly, therefore, whenever a shipping com- 
pany takes advantage of the exemption provisions, 
the shareholder may not receive sufficient informa- 
tion to enable him to form his own judgment of 
the true position, and he is particularly dependent 
on the probity and judgment of the company 
itself and of its auditors. 


The Auditor 
Paragraph 25 (2) of the Eighth Schedule 


provides that where accounts are prepared in. 


accordance with these exemptions from dis- 
closure they shall not thereby be deemed not to 
show a true and fair view, and this provision elimin- 
ates much of the conflict which might otherwise 
have arisen between the company and its auditors. 
Even so, most auditors consider that their 
responsibilities extend further than a mere 
confirmation that the published accounts comply 
strictly with the exemption provisions. As in the 
case of banking and insurance companies — who 
have even greater advantages – the auditor norm- 


ally concentrates on the trend of profits shown in 
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the published accounts and fulfils his responsibili- 
ties by ensuring that the published results 
correctly reflect the trend of profit or loss of the 
company. It is, for instance, doubtful whether 
an auditor could give an unqualified report to 
accounts which show an upward trend in profit 
when, in fact, profits have fallen, even though 
the accounts comply with the requirements of 
the exemption order. 

The privilege of exemption is based on the 
view of the Board of Trade that it is desirable 
in the national interest, and whilst the justifica- 
tion for such privilege may be questioned, it is 
not a matter which the auditor is called upon to 
decide. So long as the exemption is used with 
full regard to the interests of the shareholders and 
the true trend is disclosed, the auditor may accept 
the position. If, however, the powers are used to 
show misleading results, then, despite the saving 
clause in paragraph 25 (2), it is considered that 
the auditor has a duty to call attention to the 
true position. 

(The author wishes to acknowledge the in- 
valuable help received from accountants in 
shipping and in practice.) 


AUTHORS AND TAX 


by T. J. SOPHIAN 


author, all the payments that he may receive 

in respect of his work must be regarded as 
income or revenue receipts, and it does not make 
any difference that the payment consists of a 
lump sum in consideration of the outright 
purchase of his copyright, or of royalties or 
annual payments. It is the case of the person 
who may be described as the ‘casual author’ which 
presents problems, particularly where his re- 
muneration is in the form of instalment payments 
spread over a period of time. 


| a person is carrying on the profession of an 


Out-and-out Assignment of-Copyright 


One of the matters. for consideration is whether 
the author has completely disposed of his copy- 
right, or whether he has retained it and merely 
granted to another the right to publish or 
reproduce his work. 

Where an author completely disposes of his 
copyright, it may be argued that the consideration 
ће receives is in the nature of a capital sum, being 
the purchase price of an asset, which thas beer? 
produced by him; and a stronger case may be 


made out for maintaining that the payment is a 
capital one if a single lump-sum payment is made; 
though on the other hand the fact that payment 
is to be made to, the author in a series of instal- 
ments, will not necessarily constitute the sums 
received by him other than capital receipts. 

Where the amount of the instalments is fixed, 
and is not related to the amount of sales, a 
stronger case again may be made out for main- 
taining that the instalments are capital receipts 
than where the instalments are to depend on 
sales. The patent cases in particular afford 
guidance on these points. 


Capital Receipts 


In Constantinesco v. Rex (6 A.T.C. 584; її T.C. 
370), the Crown made use of an invention in 
relation to the making of gears, and made a 
definite number of gears, 27,000 in all. The 
inventor was awarded {£70,000 by the Royal 
Commission. It was held that this sum was a 


*revenue receipt, which had been determined by 


reference to the extent of the past. user which had 
been made by «ће Crown of the invention. The 
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Crown was further held to be merely a licensee 
and not an assignee of the patent rights. A lump 
sum, therefore, which is arrived at by reference to 
past user will prima facie constitute a revenue 
receipt. 

'The principle of Constantinesco was applied in 
Mills v. Tones (8 A.T.C. 442; 14 T.C. 762), 
where an award of £37,000 was made by the 
Commission to the inventor. This award was 
made in consideration not only of past user of 
the invention, but also of present and future 
user, the future user, however, being anticipated 


to be of a negligible character. The payment | 


accordingly was held to be a revenue receipt. 


Revenue Receipts 


On the other side of the line are such cases as 
Desoutter Bros. v. Hangar & Со ([1936]15 A. T.C. 
· 49; 1 All E.R: 535) and C.J.R. v. British Salmson 
Aero Engines Lid (17 AJT.C. 187; 22 Т.С. 29). 

In the Desoutter Bros. case, a licence had been 
granted to use a patent in consideration of an 
advance payment of £3,000. This sum was not 
related to any contemplated production under the 
licence, nor was it fixed by reference to any 
particular factor. It was held that the payment 
was a capital receipt, even though it was made in 
consideration of the right to use a patent for a 
limited time, and not in perpetuity. The grantor 
was in fact to be regarded as having disposed not 
of the whole of the property in the invention, but 
merely of a portion of such property, the user 
being for a limited period. The ground of the 
decision appears to have been that this payment 
was a gross sum charged without reference to the 
extent to which the patent might be used. 
Whether the future user was extensive ог 
slight, or even if no use was made, the payment 
still stood without any variation. 

In C.I.R. v. British Salmson Aero Engines Ltd 
(supra) a sole licence had been granted to 
manufacture and sell in the United Kingdom the 
patented article, the licence being for a term of 
ten years. The consideration for the grant of the 
licence was a sum of £25,000 payable in three 
instalments plus a royalty of £2,500 per annum, 
payable for three years. The Court held that the 
sum of £25,000 was a capital receipt but that 
the royalty payment of {2,500 per annum 
constituted income. * . 

. The reason for the distinction between the two 
payments lay in the fact that the sum of £25,009 
was a definite and fixed lump-sum payment 
(although payable in instalments), not depending * 
on the mount of user, nor маз it calculated by 
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reference to user or any other factor, whereas the 
sum of £2,500 per annum was a yearly payment. 


Copyright Cases 
То turn now to a consideration of the copyright 
cases. 

It would appear that in accordance with the 
principles laid down by the patent cases referred 
to above, a lump-sum payment made to an author 
will prima facie be regarded as being revenue, 
if it is related in any way to the number of the 
copies which are likely to be sold. 

Reference may be made for instance to СЛ. 
v. Longmans Green & Co (11 A.T.C. 244; 17 T.C. 
272). The author in this case had disposed of the 
translation rights of a French book, in considera- 
tion of a payment of 500,000 francs, flus a 
royalty of 2s 94 per copy in respect of all copies 
sold above 28,000 copies. This sum of 500,000 
francs was calculated on the basis of an anticipated 
sale of 28,000 copies of the book. In fact, however, 
only 7,000 copies were sold. It was held that the 
sum of 500,000 francs constituted an income 
receipt, on the ground that it was calculated by 
reference to an anticipated sale of 28,000 copies. 

Had the sum of 500,000 francs been fixed 
without reference to any calculation, or to the 
extent of any anticipated sales, it seems that 
it would have constituted a capital receipt.. 


Instances of Capital Receipts 


Instances of cases of payments to authors which 
were held to be capital receipts are afforded by 
Beare v. Carter (19 A.T.C. 206; 23 T.C. 353), 
Withers v. Nethersole (27 A.T.C. 23; 28 T.C. gor), 
and Наг: Trustees v. C.I.R. (18 A.T.C. 226; 
22 T.C. 725). 

Beare v. Carter (supra) indicates that a pay- 
ment made to an author may be a capital receipt 
though it is made in respect of a subsequent 
edition of a work. In this case, the copyright 
of the book was throughout vested in the author, 
and the author granted an exclusive licence for 
publication of a sixth edition, which was limited 
to 1,050 copies. The consideration was a lump- 
sum payment of £150. It was held that the sum 
was a capital receipt, since what the author had 
done was merely to realize part of her property, 


. her capital, in t her book. 


In Withers v. Nethersole (supra) the respondent 
was a dramatist who had been. granted the 
exclusive right to dramatize a novel and to 
, Produce the play to be written. 

Subséquently the entire control of the flos 
rights in*both the novel and the play was vested 
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in the author of the novel, the respondent, 
however, being entitled to one-third of the film 
rights. 

Upon the death of the author of the novel, the 
personal representatives assigned to a film 
company the exclusive motion picture rights for a 


period of ten years, the consideration being 


J 


£8,000, a third of which sum became payable 
to the respondent under the earlier agreement. 
The Special Commissioners found as facts that 
the respondent was not exercising at the time the 
profession of a dramatist but they nevertheless 
held the sum receivable by her was in the nature 
of royalties. 

The House of Lords held that there had in 
effect been a sale of property with a limited life, 
and that the payment was of a capital nature. 
There had been, in the words of Viscount 
Simon, a partial assignment of copyright by the 
owner, who thereupon ceased to be owner of 
the portion assigned. 

Another instance of a partial realization of 
copyright is afforded by Haig’s Trustees (supra). 
There an author was given facilities of reference 
to various documents to enable him to write a 
biography of Earl Haig. By an agreement made 
between him and the trustees, profits realized 
from sales of the biography were to be equally 
shared by the author and the trustees. It was held 
that the sums received by the trustees were 
capital receipts and not taxable. 

The ground of this decision again was based 


-on the view that there had been a partial realiza- 


tion of copyright, notwithstanding that the 
consideration was not a fixed lump sum, but was 
of an undetermined character depending on the 
sales effected. 


- Other Decisions 

In Mackenzie v. Arnold (31 A.T.C. 369; 33 T.C. 
363) an author had written numerous books while 
he was resident abroad for a number of years. 
Several years after, while he was carrying on the 
profession of an author in the United Kingdom, 
he sold the copyright in these books for a lump 
sum. It was held that the paymenf was a revenue 
receipt to him in the way of his profession as an 
author. 'The Court at the same time disallowed ex- 
penses incurred by the author in the production of 
the books during the time he was writing them 
abroad, on the ground that the expenses had not 
been incurred in the year of assessment of the 
lump sum. 

_ In Billam v. Griffith (20 А.Т.С. 42; 23 T.C. 757) 
the secretary of an organization wrote a*number* 
of plays in his spare time, one of which was 
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produced. Subsequently to his resignation he 
continued with his writing, and received a lump- 
sum payment for the motion picture rights of the 
play which had been produced. He was held 
to have been exercising at all material times the 
profession of a dramatist, and the sum received 
was accordingly treated as an income receipt. 

In Hobbs v. Hussey (21 A.T.C. 78; 24 T.C. 1 53) 
the author had written his biography in a series 
of articles, which were eventually to be published 
in serial form. He had dictated the articles and 
corrected the proofs and received a lump sum for 
these serial rights. It was held that the payment 
was made for services rendered by him and was an 
income receipt. 

In Glasson v. Rougier (23 A.T.C. 88; 26 Т.С. 
86) an authoress sold limited publishing rights 
in her books for a lump sum. The sum was held 
to be an income receipt on the ground that she 
was exercising at the time a profession. 

Howson v. Monsell (29 A.T.C. 313; 31 T.C. 
529) appears to have been decided on the same 
grounds. There, an historical novelist sold the 
film rights in some of her books, the copyright 
in which was at all times retained by her. It was 
held that the payments made to her were 
receipts of her profession as a novelist and were 
income. 


Recent Legislation 

In order to lighten the burden, if the whole of a 
lump-sum payment were treated in the ordinary 
way as a receipt in the year of receipt, Section 24 
of the Finance Act, 1944 (now Section 471 of the 
Income Tax Act, 1952), provides for the spread- 
over of a lump-sum payment, if the author was 
engaged in the writing of the work for a period of 
more than twelve months. g 

If such period does not exceed twenty-four 
months, one-half of the payment will be treated as 
having become receivable on the date on which it 
actually became payable, and the balance on a 
date twelve months previous thereto. If the 
period exceeds twenty-four months, one-third of 
the payment will be treated as receivable on the 
date on which it actually became receivable, and 
one-third twelve months before, and the remain- 
ing one-third twelve months after such date. 

Section 22 of the Finance Act, 1953, extends 
the relief given by Section 471 of the Income 
Tax Act, 1952, in respect of lump-sum pay- 
ments for copyright, to royalties and periodical 
payments in respect of copyright, except in cases 
where such royalties or payments fall to be paid 
only after an interval of more than two years after 
the first publicatiog of the work. 
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WEEKLY NOTES 


New Members of the Council of the Institute 


As announced in our issue of August 4th, Mr H. A. 
Benson, С.В.Е., Е.С.А., and Mr J. H. Mann, M.B.E., 
M.A., Е.С.А., were elected members of the Council of 
the Institute at the meeting of the Council held on 
August rst. 

Mr Henry Alexander Benson, С.В.Е., Е.С.А., was 
born in 1909 in South Africa and was educated there. 
Hecameto England 
in 1926 and served 
his articles with 
Cooper Brothers & 
Co-heisthe grand- 
son of Francis 
Cooper, one of the 
four Cooper 
Brothers by whom 
the firm was 
founded. He was 
admitted an Associ- 
ate of the Institute 
in 1932 and became 
a partner in the 
firm in 1934. 

During the Second World War he was commis- 
sioned in the Grenadier Guards, and in 1942-43 
was seconded from the army for ten months to 
reorganize the accounts of the Royal Ordnance 
Factories. He became a C.B.E. in 1946. 

Mr Benson, who was elected a Fellow of the 
Institute in 1939, has been a member of a number of 
Government committees during the last ten years. 
He is also deputy governor of the Hudson's Bay 
Company; a member of the boards of the Finance 
Corporation for Industry and the Royal Ordnance 
Factories; and a member of the Advisory Committee 
under the Legal Aid and Advice Act, 1949. 

Mr James Henderson Mann, M.B.E.(MIL.), M.A., 
F.C.A., who is a senior partner in the firm of Mann, 
Judd & Co, of 
London, was born 
in Scotland in 1897. 
Educated at Char- 
terhouse — where 
he lost his Scots 
accent—he then 
went to the Royal 
Military College, 
Sandhurst, and at 
18 was commis- 
sioned in the 
Cameronians 
(Scottish Rifles). 
He was awarded 
the M.B.E.(Mil.) 
following a bomb incident, and served in France and 
Belgium, where he lost his right arm in 1917. After 
the war he went to Christ's College, Cambridge, 








where he graduated with honours. He was articled 
to Mr M. L. Wells, and was admitted an Associate 
of the Institute in 1925. He joined his father's firm 
and became a partner in 1928 and a Fellow of the 
Institute in 1933. 

Mr Mann was recalled to the army in September 
1939, and served as adjutant of an infantry training 
centre and on the staff. He resumed his work in 
practice after the war and in 1949 was elected to the 
committee of the London and District Society, of 
which he became chairman in 1954. He has served on 
the Institute's Taxation and Research Committee since 
1950 and also on several sub-committees. He has 
taken part in meetings of the London Students' 
Society and has acted as group leader at summer 
courses of the Institute at Oxford. 


Extension of Capital Issues Control 


The decision of Upjohn, J., in London & Country 
Commercial Property Investments Ltd œ. Attorney- 
General ([1953] 1 All E.R. 436), established that 
when a company acquires property in consideration 
of the issue by the company of shares and debentures, 
the debentures being redeemable later, it does not 
borrow money within the Borrowing (Control and 
Guarantees) Act, 1946, Section 4 (2) (а) or the 
Control of Borrowing Order, 1947, article 2 (1), since 
such a transaction is not one where a cash considera- 
tion is allowed to remain unpaid. 

A further extension of the control of capital issues 
has now been made by the Control of Borrowing 
(Amendment) (No. 2) Order, 1956 (S.I. 1956, No. 
1190), which came into operation on August 2nd. 
The new order makes the following addition to 
article 2 of the principal order: 

*(2) Subject to the exemptions contained in Part II 
of this Order, a body corporate incorporated under 
the law of England or Scotland shall not, without 
the consent of the Treasury, issue any securities 
where the whole or any part of the consideration for 
the issue is the transfer of any property, unless: 

(a) the property consists of, or forms part of, the 

assets of an undertaking which is being sold 
to the body corporate; or 

(b) the property consists of the securities of 

another body corporate.’ 
This amendment considerably curtails the scope of : 
the decision referred to above. It will be recalled that 
the word 'securities' is given a very wide definition, 
and includes ordinary shares. 
. 

Estimated Accounts and the Tax Inspector 
If a taxpayer, having no books, gives to an Inspector 
of Taxes rough estimates of figures, at his invitation, 
is it conceivable that those figures would be accepted 


„Ру him? Apparently Mr Justice Donovan considers 


it is not. In 7. C. McLaughlin Ltd v. Franklin (The , 
Times, August 3rd, 1956), Miss Lilian Marjorie 
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Franklin, of Willingale, Ongar, Essex, applied to the 
Court of Арреа! to stay an order of Donovan, J., 
made in chambers on July 31st, 1956, committing 
her to prison for contempt of Court, for breach of 
an undertaking to Pearce, J., to produce every 
document in her possession relating to the Hampstead 
and Belsize lawn tennis club, of which she was 
secretary. She and the members of the club had been 
sued in respect of the club’s liquor bill. On January 
27th, 1956, she handed over documents going back 
many years. In July she was charged with contempt 
in failing to hand over books. Ín support of this 
charge an affidavit was sworn to the effect that 
according to the Tax Inspector she had filed an 
account with him in November 1955. Counsel for 
the applicant reported Donovan, J., as saying that 
she could not have filed an account without having 
books. When it was explained to him that rough 
estimates had been put in, his lordship said (according 
to counsel) that it was “inconceivable that any Tax 
Inspector could do what the applicant said had been 
done, and she was committed to prison. 

After that hearing the actual letters from the 
Inspector to Miss Franklin were produced. They were 
said to make it clear that the Inspector said that if 
she got out some figures and left it to him (the 
Inspector) he would 'get the matter through'. 
Jenkins, L.J., sitting at his residence as the Vacation 
Court of Appeal, said he had come to the conclusion 
that the order of committal was not one which ought 
to be interfered with on appeal and he refused to 
grant a stay. 

Accounting Ratios ` 

In January of last year, a study group of accountants 
and economists, under the chairmanship of Professor 
F. Sewell Bray, Е.С.А., Е.3.А.А., was formed at the 
instance of the British Institute of Management, to 
identify and decide on the accounting ratios which 
would be most useful to the managements of small 
and medium-sized concerns making inter-firm com- 
parisons with a view to (a) testing, in a broad sense, 
their relative efficiency, and (5) making future policy 
decisions. А. report, just issued by the group, outlines 
the general system which should be followed. It 
suggests, first of all, that comparisons should be 
made only between firms engaged in the same industry 
or trade. The primary purpose of the exercise is to 
establish any structural financial weaknesses or 
deficiencies in earning capacity and, in this connection, 
regard must be had to the relative Size, scope and 
locality of the firms being compared. Care must also 
be taken that the methods employed in preparing 
and producing ratios are consistent. 

The group ‘classifies all ratios ipto two main 
categories. The primary is that which establishes the 
return on capital employed. If the degree of efficiency 
thus disclosed is not satisfactory, the explanation 
may be found in one or more df a number of secondary 
ratios, subdivided into ‘financial, expense and operat- 
ing ratios. The first of these determines the réspective*® 
ratios of the constituent items of capital to the total 
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capital employed and to each other; the second 
determines the relationship of income to individual 
expense items; and the third links revenue and capital, 
one important ratio, for example, in this section 
being that of sales income to total capital employed. 

While there is nothing very new in the group’s 
report, the fact alone that it states succinctly the 
principles to be observed in this important field of 
accounting study makes it welcome. 


Transfer to Associated Company: Stamp Duty 


Transfers of property from one member to another 
of a group of companies normally enjoy exemption 
from ad valorem conveyance duty provided the group 
consists of go per cent subsidiaries with their holding 
company, i.e. provided that the holding company is 
the beneficial owner of not less than go per cent of 
the issued share capital of each subsidiary (Finance 
Act, 1930, Section 42). It has now been held that the 
exemption applies even where the conveyance is 
made not by one of the members of the group, but by 
a person who has previously agreed to sell the 
property to a member but has not yet actually 
conveyed it (Escoigne. Properties Ltd v. C.I.R. ([1956] 
3 All E.R. 33)). One of the Crown's arguments was 
that the transfer was executed in connection with 
an arrangement whereunder the beneficial interest 
in the property was previously conveyed by a 
person who was not a member of the group, and that, 
therefore, the exemption was lost through operation 
of the Finance Act, 1938, Section 50. This, like the 
other arguments of the Crown, was rejected by 
Vaisey, J. | 
Trinidad Oil Terms 

Discussions between representatives of the Govern- 
ment of Trinidad and The Texas Company on the 
purchase of the Trinidad Oil Company Ltd have now 
been concluded. Since these talks are likely to set 
something of a precedent for other instances where a 
foreign company may wish to take over a concern in 
the Commonwealth whose articles of association lay 
down specific obligations for the Commonwealth 
Government concerned, the broad outlines of the 
agreements are set out below. 

The Texas Company has agreed to enter into a 
legal undertaking with the Government of Trinidad 
to observe certain principles in the administration of 
the 'Trinidad Oil Company Ltd if it should acquire 
it. The main headings are as follows. The refinery in 
Trinidad will be operated at full economic capacity, 
which means not less than its present average annual 
rate subject to certain conditions about the trans- 
portation of crude oil to it and the marketing of the 
products. Drilling for oil in Trinidad is to be 
intensified and the American company has under- 


‘taken to operate in this respect at a higher average 


afinual rate than that achieved by the Trinidad Oil 
Company in the average of the preceding five years. 
In contrast, the existing oil resources of the island 
are not to be prematurely exhausted by exploitation 
at above the maximum efficient rate. 
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The Suez situation ‘has continued to dominate ‘the 
stock-markets. Business has been small in home 
‘stocks with prices moving lower. A considerable 
volume of demand has developed, however, for 
‘Canadian securities both on long-term investment 
account and as a speculative hedge against the con- 
tinuing uncertainties in home sections of the market. 


. Australian Accountant 
'The 1956 accounts of Lewis Berger & Sons Ltd, the 
paint manufacturers, bear the signature for the first 
time of Mr William J. Vines, the new group managing 
director. Mr Vines, from an up-country sheep 
station in Australia, entered business in a firm of wool 
brokers. He studied accountancy and was admitted 
to membership as an associate of an institute of 
accountamts -which merged into the Australasian 
Society of Accountants. He is a licensed company 
auditor. To this he added, in 1946, membership as 
an associate of the Chartered Institute of Secretaries. 


Thus qualified, he became a director of a paint . 


company and in due course found himself with 
the Berger Australian subsidiary, Lewis Berger & 
Sons (Victoria) Pty. Ltd, and when the managing- 
director’s place at the London headquarters of the 
` group. became vacant with the resignation through 
ill health of Mr William J. Darby, Mr Vines (another 
William . J.) was promoted to group command – 
which is not bad going for a young fellow of forty with 
service in New Guinea, Borneo and the Western 
Desert to take a slice out of life, 


Im 


Colour Centre 


The Berger publication this year is the usual 
colourful combination of paint publicity, business 
review of the past, prospect for the future, and the 
accounts which form this week's reprint. It was a 
year of record sales, including important new in- 
dustrial business and a ‘significant’ advance in the 
decorative field, particularly through thé increased 

opularity of the company’s styrenated products. 
bs profits were lower under the impact of higher 
raw material prices and increased wages and salaries, 
and after additional investment in sales promotion. 

In that sphere, the company has invested in a 
‘Mayfair Colour Centre’, which offers the services 
of artists in décor to decorators, both professional 
and the ‘do it yourself? variety who i in these days of 
inflation have become an important section of users 
to be wooed by the paint manufacturers. We under- 
stand that more than 15,000 applications for agsist- 
ance were received by the colour centre in its first 
three months of existence. 

The directors very wisely include colour centre 
publicity and an application card with the report , 
and accounts. . 
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Patons & Baldwins 


We disagree with’ the directors of Patons & 
Baldwins Ltd, the big name in woollen yarns etc. 
Mr Philip A. Wright, the chairman, acknowledges 
the urge for interim statements from public. com- 
panies 'seen from time to time in the financial 
newspapers or heard from other quarters'. But while 
he is ‘not aware of any particular desire for additional 
information voiced by the stockholders themselves', 

the Board has, in fact, ‘considered the problem 
generally’ and has decided in the negative. 

Mr Wright points out that the company’s hand- 
knitting and hosiery yarn trade is largely seasonal 
and that wool, its main raw material, is bought in a 
seasonal market. Raw material costs, he adds, bulk 
so greatly in total costs, and ‘stocks form so pre- 
ponderately a part of working capital, that the Board 
feel that ‘the issue’ of interim profit figures, which 
could be so distorted by subsequent movements of 
raw wool prices, could be misleading, or would have 
to be so guarded to avoid false i impressions that they 
would be worthless’. 


Common Experience 


Undoubtedly, the woollen industry suffers the. 
uncertainty of a highly-temperamental raw material. 
It is something, however, that the business has 
always with it no less at the twelve months than at 
the half-year. Other companies, in greater or less 
degree, are similarly situated. 

` Seasonal trade also is a common experience. 
Nature herself, and the changing style and fashion of 
people's demand for goods and services keep suppliers 
constantly on their toes to see into the uncertain 
future. And the sum of the four seasons in one year 
will not work out on quite the same basis as the sum 
of the four seasons in the next. 

So the- business world does the best it can in 
the circumstances, watching the result of January 
against January, quarter against quarter, four, five 
Bix, seven months, etc., against the corresponding 
period. Апа there is à very big consensus of opinion 
that shareholders should be given a look at the results 
at six months as well as at twelve. : 

This is a matter, we feel, on which the directors 
of Patons & Baldwins might well call the auditors 
into consultation or perhaps appoint an outside firm 
to report. 


e l Money Market 


Witi? the market’s bid back again to £99 145 11d, 
the average Treasury bill rate rose to £5 os 3:79 


-per cent on August 3rd. The market's quota of bi 


was 57 per cent and applicatjons rose by some £18 
million £o £399,125,000. This week’s offer is ~ 
" million against maturities of £250 million. 
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GROUP-ACCOUNTS 





CONSOLIDATED PROFIT AND LOSS ACCOUNT 


FOR THE YEAR ENDED 31: MARCH;-1956- --- - 





























‘ 1955 1955 
TRADING PROFIT before Incorporating . £ Ё UNDISTRIBUTED PROFITS £ £ £ 
items below... ee m xe Ка 802,238 933,067 BROUGHT FORWARD at Ist April, 
| Income from Shares in Associated Companies ` 1955 .. a -x ws ES ais 679,434 621,730 
| (grow) .. s $e a re i 58,760 48,972  Add—Profit available for Lewis Berger & 
Sons Led... 28 EE E ae aa 313,046 424,404 
860,998 982,039 eee Е 
lese—Provisions for Depreciation 150,596 128,246 , 992,480 1,046,134 
NET DIVIDENDS PAID AND PROPOSED 
PROFIT BEFORE TAXATION 710,402. 853,793 BY HOLDING COMPANY— i 
Loss —Taxation thereon (веб note) ` 339,000 412,000 Preference Stock .. 16,100 15,400 
Ordinary Stock 172,500 161,300 
371,402 441,793 
Excess Profits Tax Post War Refund — 32,306 d 188,600 
—— ——— | PROHTS TAX ON DISTRIBUTION out of 
GROUP PROFIT FOR THE YEAR a £371,402 £474,101 Surplus on Sales of Fixed .. 132200 ,000 
рки TRA SEER TO GENERAT E .. 100,000 170,000 
ransfer to eserve u ary 2 
ALLOCATION OF PROFIT £ £ Company .. m si vs .. 3,850 == 
LOAN STOCK INTEREST (net). . 55 ГА 23,000 22,000 305,650 
LOAN INTEREST—SUBSI Y COMPANY 2,600 1,486 
PROFIT AVAILABLE FOR MINORITY SHARE- UNDISTRIBUTED PROFITS 
HOLDERS IN SUBSIDIARIES КА F 32,756 26,211 CARRIED FORWARD 
BALANCE OF PROHT AVAILABLE FOR 
LEWIS BERGER & SONS LIMITED (of which Holding Company .. .. 376,033 383,102 
£294,731 has been dealt with in the Accounts Subsidiary Companies . 310,797 296,332 
of the Holding Company) ВК T ва 313,046 424,404 





£371,402 £474,101 £686,830 £679,434 











NOTES 








í 1956 1955 x 1956 
TAXATION— 3 £ £ £ 
Profits Tax (before deduction of relief for Double HOLDING COMPANY DIRECTORS' EMOLUMENTS AND 
Taxation) .. x МЕ $y at ss 86,000 76, . PENSIONS ETC. 
Income Tax (before deduction of геће for Double Fees . 7,510 
Twation) .. и sà ws СЯ .. 276,000 327,000 Me E џ ee Wie и; ai x 
Dominion and Foreign Taxes (Jess relief for Double Other Emoluments induding Pension Schemes Contributions 36,651 
Taxstion) .. aie s SA vs sts 22,000 46,000 Pensions pald to former whole-time service Directors 1,900 
384,000 449,000 £46,101 
Less—Previous years’ adjustments .. 45,000 37,000 С 
£339,000 £412,000 Damages for breach of service contract T .. £34,000 
GROUP FREEHOLD “AND LEASEHOLD PROPERTIES, 
PLANT AND MACHINERY, TOOLS, FURNITURE AND MOTOR VEHICLES 
Б Net 
Valuations edditions Provisions Balance 
in at cost since since Sheet 
я ы va а k а Мг a 
Freehold Properties EN be 5 936,625 1,054,819 101,839 1,889,605 1,895,444 
Leasehold Properties ise E is 70, 12,946 13,384 69,562 71,214 
Plant and Machinery, Tools, etc. 559,249 932,907 465,268 1,026,688 902,422 
Office Furniture and Ines 450 131,158 94,968 114,640 ~ 133, 
Motor Vehicles 68,268 253,553 94,325 227,496 186,424 
£1,712,592 £2,385,383 £769,784 £3,328,191 £3,188,812 














s REPORT OF THE AUDITORS : 
TO THE MEMBERS OF LEWIS BERGER & SONS LIMITED 


We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for iUo sea of our audit. 
In our opinion proper books of account hava been kept by the Company so far as appears from our examihation of those books. Wa have examined the 
annexed balance sheet which Is in agreement with the books of account, In our opinion and to the best of our Information and according to the explana- 
Чопа given us the sald balance sheet gives the information required by the Companies Act, 1948, In the manner so required and the balance sheet gives 
a true and fair view of the state of the Company's affairs as at 3156 March, 1956. X 

We have also examined the annexed consolidateff balance sheet and consolidated profit and loss account of the Company and ite subsidiaries with the 
audited accounts of those Companies, certain of which have not been audited by us. Subject to the foregoing, in our opinion such consolidated balance 
sheet and consolidated profit and loss account have been perly prepared In «сора with the provisions of the Companies Act, 1948, во as to give 
a true and falr view of the state of affairs as ac 315: М i , and of the profit for the year ended on that date of Lewis Berger & Sons Limited and 
үх subsidiarles so far as concerns members of Lewis Berger & Sons Limited. — * 


Ere 
he ALLAN, CHARLESWORTH & СО. 
e Chartered Accountants, . 
x У • - Auditors, 
17, У. Helen's Place, = • 
Bishopsgate, 
n, E.C.3. 


19th July, 1956 


il 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily-agree with, or hold himself responsible for, the opinions expressed. 


Classification and Coding 
Sır, — The insularity of the British accountancy 
profession has obvious drawbacks, of which one of 
the most important is its ignorance of whole fields of 
knowledge with which it is vitally concerned. Your 
editorial of July 14th and Dr Risk’s letter in the next 
issue are a good example of this fact. 

It is inexplicable that a discussion on classification 
and coding of accounts can take place in the columns 
of a leading accountancy journal without mention 
being made of the achievements abroad. In Germany, 
for example, a standard chart of accounts was drawn 
up some thirty years ago and a law of 1935 made it 
applicable to all businesses.. After twenty years of 
experience I doubt whether anyone in Germany who 
has to do with accounts would like to go back to the 
wild old days, when every accountant was his own 
genius. Similarly, a standard chart of accounts has 
been applied in France since the last war, although 
limited in its obligatory application to nationalized 
industries and certain large undertakings. Here, too, 
the chart has proved so welcome that thousanda of 
accountants in other enterprises have adopted it 
voluntarily. 

'The very rudimentary approach of Dr Risk would 
find most of its problems solved through study. of 
these charts in particular, which are easily adaptable 
to any type of accountancy requirements. The 
principles, after all, are the same whether the chart 
is to be applied in a workshop or hospital, multiple 
store or laundry, bank or Government department. 
The preparation of a chart of accounts starts at the 
bench, beside the operative, or in the shop, with the 
individual salesman. Since this work has already been 
done for them it seems hard that the liveliest brains of 
the profession should be absorbed in this occupation, 
perhaps for years to come. 

In conclusion, it should’ not be assumed that the 
standard charts of accounts referred to above are as 
simple as readers of your editorial may assume 
charte in general to be, nor as complex as Dr Risk 
indicates in his letter. They are good, practical 
workers’ tools and all accountants working in 
industry in this country are advised to get hold of a 
copy and study it. They clothe the skeleton as well as 
showing its bare bones, to use Dr Risk’s metaphor. 

Yours faithfully, 

Angmering-on-Sea. KENNETH S. MOST. 


[Dr J. M. S. Risk writes: In his second paragraph, 
Mr Most makes the point that charts of accounts are 
useful. I agree with him. 

It is clear that your correspondent has not yet had an 
opportunity of studying the paper in question arid 


accounts has been standardized does not mean that 
the stated order is necessarily the most helpful. 

Indeed, we must ask your correspondent whether, to 
save our brains, we are to adopt the standardized 
chart of France or that of Germany; last year's model 
or this year's model. Or shall we try to design next 
year's model? 

It is necessary to draw a distinction between a chart 
of accounts and an accountancy system: the one is 
static, the other dynamic. I thought it was clear that I 
regarded a code of accounts as a part — a very important 
part — of an accounting system, but not the entirety.] 


Company Meetings: Minutes 
Sm, - In his letter, appearing in your issue of August 
4th, Mr W. S. Wilson starts by misleading himself 
in stating that the chairman of a meeting does not 
sign minutes as an individual but on behalf of the 
majority, and this leads him to the remmining wrong 
conclusions.of his letter. 

In fact in all such matters as are governed by the 
Companies Act, the chairman signs minutes by 
virtue of his office, and may do so without reference 
to any other person, and thereupon they become 
evidence of the proceedings. ТЕ is his own concern 
and his alone to consider what steps he should take to 
ensure that the minutes correctly record the proceed- 
ings, and, although it may be a common practice for 
minutes to be read at the next board meeting, there is 
no binding requirement that such should be done. 
In many cases-where copies of the minutes are circu- 
lated to the members of the board after being 
approved or signed by the chairman they are not 
read at the next board meeting, and they do not even 
need to be formally taken as read. 

If any reading or approval of minutes is to take 
place (apart from signature by the chairman) the 
value of this action decreases in proportion to the 
length of time which elapses, and of all the futile 
proceedings that of reading minutes of an annual 
general meeting a year after the event is the most 
futile. If it is agreed by the chairman and the board 
that the minutes of an annual general meeting should 
be read at all, the only appropriate time for this to be 
done.is at the first board meeting after the event. 
Yours faithfully, 

W. D. MALLET. 


Depreciation in Nationalized Industries 
Sir, – In you? issue of July 14th, Mr Evens claims 
the ‘good company of the Government in thinking 
that wages and prices should stop chasing each other, 
and the good company of the Institute in favouring 
the setting aside of reserves to provide for replace- 


London, EC2. 


when he has done so, I shall be interested to hear his, Ment cost. 


considered opinion. 
The fact that in Germany » certain sequence of 


During inflation it may be observed that wages 
chase prices and prices chase wages; but this obser- 
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vation no more analyses the cause of inflation than 
observing that trees bend before the wind explains 
the cause of the wind. 


As I said in my letter you kindly published on - 


Tuly 7th, the primary cause of inflation is the pur- 
chasing of goods and services with money which 
does not come out of someone else's income first. 
Г offer an example. То build an atomic power station 
(replacing a conventional fuel burning one) a govern- 
ment borrows on bills £5 million money newly- 
created by the banking system and uses the {5 
million to pay the builders (the contractors and their 
employees). These people are receiving money which 
has not come from other people's incomes, and they 
are not currently creating goods and services to 
match the extra £5 million purchasing power let 
into the community. The example can be distin- 
guished from the case of a man, receiving his wages 


from a baker who provides the wages out of receipts- 


from customers for bread: the purchasing power 
provided by the wages has come out of the income 
of those who eat bread so that extra purchasing 
power has not been let into the community. — ' 

On the more specific point of reserves to provide 
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for replacement costs, Mr Evens omits a link from 
his arguments. -He agrees that making reserves 
diminishes the remuneration of proprietors. He sees 
that the funds for these reserves come out of the 
price charged for the product. He omits a link, 
however, an increase in the price to provide for higher 
(reserves for) replacement costs reduces, for the 
purchasers of the product, the amount they (pro- 
prietors of industry and wage earners) can spend on 
other things. More important, by collecting replace- 
ment costs from incomes, replacement need not be 
financed by newly-created money. 

'To sum up: new money introduced into the income- 
spending chain gives an inflationary impulse if the 
increment to purchasing power it provides is greater 
than the increments to goods and services available 
at existing prices. Unless and until governments 
cease to use for their own spending money created 
for the purpose inflation will continue. The spectacle 
of a government attempting to stop inflation by trying 
to hold prices is like the spectacle of а man trying 
to stop a roundabout with his hands whilst leaving 
the power on. Yours fai y, 


Dublin. А. PAKENHAM-WALSH. 


CURRENT LAW 


Charities for Disabled Ex-service Men 


The testatrix in Re Songest, Mayger and Another v. 
Forces Help Society and Lord Roberts Workshops and 
Others ([1956], 2 All E.R. 765) made the not un- 
common mistake of naming inaccurately the charity 
which she meant to benefit, referring to it as ‘the 
Disabled Soldiers, Sailors, and Airmen’s Associa- 
tion’, a non-existent organization. The Forces Help 
Society and Lord Roberts Workshops and the Star 
and Garter Home for Disabled Sailors, Soldiers and 
Airmen each claimed to be the intended beneficiary. 
Vaisey, J., decided in favour of the former. The 
latter appealed, and the Court of Appeal found it 
impossible to decide which of the two institutions 
the testatrix had in mind. Finding a clear charitable 
intention on the part of the testatrix, their lordships 
held that the proper course was to order application 
су près by equal division of the legacy between the 
two potential beneficiaries, and in so doing approved 
Re Alchin’s Trusts ((1872), L.R. 14 Eq. 230), where 
this course was pursued. The Coutt accordingly 
directed a scheme providing for equal division 
between the contesting charities. | ` 

(In further proceedings, reported in The Times on 
July 28th, 1956, the Court, on an application made 
by the Attorney-General, varied its order by directing 
that the legacy should be given to The Disabled 
Sailors’. and Soldiers Workshops, Bournemouth, 
which came forward as a claimant after the earlier 
prooeedings had been reported and was able to show 
that it had had the apart of the testatrix duñing her 
lifetime. The principle of cy près division where 


ee 


neither of two contesting charities can show that it 
is the intended beneficiary is not, of course, affected 
by these later proceedings.) 


Adverse Possession by Charity Trustees: 
No Power to Declare New Trusts 


In Re Ingleton Charity: Croft and Others v. Attorney- 
General ([1856], 2 All E.R. 881), land had been 
granted by deed in 1846, pursuant to the School Sites 
Act, 1841, for the purpose of a school. Under Section 
2 of the Act, there was a right of reverter if the school 
ceased to be used for the purposes of a school. The 
school was closed in 1929, and the land, after being 
used for various purposes, was in 1952 sold by the 
vicar and churchwardens of the parish, the then 
trustees, to a limited company. The proceeds of sale 
were invested in Consols, and the trustees purported 
to declare trusts in respect thereof. No steps were 
taken by the reversioners, after the school was closed 
in 1929, to assert their rights to the land, and 
Danckwerts, J., proceeded on the basis that by 1952 
the vicar and churchwardens had acquired а posses- 
sory title. His lordship took the view that the trustees 
remained in occupation of the property because they 
were trustees under the deed of 1846 and for no other 
reason. He came to the conclusion that the closing of 
the school and the arising of the right of reverter did 
not bring an end to the trusts created by the deed of 
gtarit, so that the trustees remained trustees on those 
trusts unless and until a scheme had been settled for a 

"су près application, and they had themselves no power 
to declare new trusts, 
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ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, August rst, 1956, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr A. S. H. Dicker, M.B.&, President, in the chair; 
Mr W. H. Lawson, C.B.&, Vice-President; Mr W. L. 
Barrows, Sir Harold Barton, Messrs T. A. Hamilton 
Baynes, J. H. Bell, Sir Bernhard Binder, Messrs J. Blakey, 
C. W. Boyce, с.в.в., W. G. Campbell, D. A. Clarke, 
J. Clayton, Е. С. Corton, W. W. Fea, С. R. Freeman, 


Sir Harold Gillett, M.c., Mr P. F. Granger, Sir Harold. 


Howitt, G.B.E., D.8.0., M.C., Messrs У. H. Lawson, C.B.E., 
R. P. Leech, M.B.E, T.D, R. McNeil, К. А. E. Moore, 


S. J. Pears, P. V. Roberts, L. W. Robson, Sir Thomas’ 


Robson, M.B.E., Messrs G. F. Saunders, Gilbert D. 
Shepherd, M.B.E., K. G. Shuttleworth, B. Smallpeice, 
C. M. Strachan, 0.3.z., E. D. Taylor, G. L. C. Touche, 
A. D. Walker, M. Wheatley Jones, E. F. G. Whinney, 
R. P. Winter, M.C., T.D., with the Secretary and Assistant 


Secretaries. 
- Elections to the Council 


Mr Henry Alexander Benson, С.В.Е., Е.С.А., London, 
and Mr James Henderson Mann, M.B.E., M.A., F.C.A., 


London, were elected as members of the Council to` 


fill the vacancies caused by the resignations of Sir 
Nicholas Edwin Waterhouse, K.B.E., M.A., F.C.A., 

London, and Mr Toy Montague Rees, M. c., F.C.A., 

London. 

Exemption from the Preliminary Examination 


One application under bye-law 79 for exemption from 
the Preliminary examination was acceded to. 


Reduction in Period of Service under Articles 


One application under bye-law 61 for a reduction in 
the period of service under articles was acceded to. 


Examination Results - May 1956 


The Examination Committee reported the results of 
the examinations in May 1956 as follows: 











Passed Failed Total 
Preliminary 7 35 92 127 
Intermediate 612 : 666 1,278 
Final 363 505 868 
1,010. 1,263 2,273 


The following prizes and certificates of merit were 
awarded: 


Intermediate 


First Certificate of Merit, the Institute Prize, the Stephens 
Prize and the Plender Prizes for the Book-keepi 
Accounts (Executorship) and the aaa and 

| Accounting 
D. Parvin (G. Finch), Brighton 


Second Certificate of Merit, the Tom Walton Prize aud the 


ost 


Plender Prize for the General Commercial Knowledge paper 


M. Marsh (S. Blackburn), London 
F'hird Certificate of Merit and the Frederick Whinney Prize 
G. J. Parr (E. W. Hillyard), London 
Fourth Cerificate of Merit 
T. G. Preedy (D. F Е a 


Fifth Certificate of Merit 
J. А. Marriott (С. H. Mead), London’ | 
Sixth Certificate of Merit and the Flight Lieutenant Dudley 
Hewitt, D.F.C., Prize : 
J. L. Winder (H. Mossop), Barrow-in-Furness 


Seventh Certificate of Merit 
M. E. Thompson (У. L. Bell), London 


Eighth Certificate of Merit 
G. Goddard (V. P. Edwards), Worthing 
S. D. Rathbone (K. H. Fisher), London 
Tenth Certificate of Merit: ` 
J. B. Barton (R. H. Blandy), Nottingham 
Eleventh Certificate of Merit 
K. G. T. Cook (J. M. Keith), London 
Twelfth Certificate of Merit 
P. Marsh (C. H. C. Mabey), London 
* M. A. Pointer (R. W. Barrow), London 
R. M. Rouse (О. F. Jones), London ' 
Fifteenth Certificate of Merit i 
N. M. wa (R. J. Churchill), Sunderland 
Miss B. À. Kemp (P. H. Smith), London 
Seventeenth ак ој Мети 
А. Г Greenhalgh (J. C. Smethers), London 
J. Norman (R. E. Davis), Leicester 
The ње Prize for the Book-keeping and Accounts 
(Limited Companies) Paper. 
K. Bleazard (A. S. Watkinson), Blackpool 
The Plender Prize for the Book-keeping and Accounts 
(Partnership) erc 
J. S. Fox (J. R. Briggs), London 
The Plender Prize for the Auditing paper 
A. G. Simister (J. R. Haygarth), Leeds 


Final 


First Certificate of Merit, the Institute Prize, the W. B. Peat 
Medal and Prize, the William Quilter Prive and the Plender 
Prizes for the Taxation and the Auditing ing paper j 

D. Botterill (N. E. Frith), St Aust 


Second Certificate of Merit, the Walter Knox Scholarship 
and the Plender Prize for the English Law (Part 11) paper 
C. I. Brown (M. L, Grant), London 


Third Certificate of Merit and the Plender Prize for the 
General Financial Knowledge and Cost Accounting Paper, 
I. F. H. Davison E. S. Bray), London 


Fourth Certificate of Merit 
M. Cottee (T. R. McBride), London 


* Fifth Certificate of Merit 
G. Norman (R. C. G. Tibbles), London 


Fifth Certificate of Merit and the Plender Prize for the 
English Law Ed I) paper 
E.J. A. Haygarth (A. C. Thornton), Liverpool 


The Frederick Whinney Prize 
М. E. Roberts (Т. H. Burdon), Bradford 


The Plender Prize for the Advanced Accounting (Part I) 


paper 
A. D. Geake (F. L. K. Crowe), Weston-super-Mare 
The Plender Prize for the Advanced Accounting (Part JI) 


*. R. A. Hill (R. B. Morrish), London 


August 11th, 1956 


| Exemption from the Intermediate Examination 
Six applications under bye-law 85 (a) for exemption 
from the Intermediate examination were acceded to. 


Bye-law 86 
_ Permission to Sit for the Final Examination 
at a Date Earlier than Normally Eligible 


‘The Council decided that a statement in the following 
form be included in the proceedings of the Council: 

‘Under the normal rules of eligibility for the Final 
examination two years must have elapsed since the date 
of passing the Intermediate examination (one year in 
the case of persons serving under three year articles) 
but under proviso (a) of Bye-law 86 the Council is per- 
mitted in special circumstances and in its absolute 
discretion to allow a person to present himself for the 
Final examination at any time after the completion of his 
term of service. 

"The Council has decided that it will normally accede 
to any application made under proviso (a) if the date of 
the Final examination for which the applicant wishes to 
present himself is at least one year after the date of the 
Intermediate examination at which he was successful 


and is also at least one year after the completion of his 


term of service under articles. 
"Ihe Council will continue to consider on its merits 
any other application involving “special circumstances” 
‘In all cases а formal application under proviso (a) ов 
Bye-law 86 must be made. 


Commission of Inquiry: Eastern Nigeria 
On the recommendation 'of the President of the 
Institute, the Secretary of State for Colonial Affairs 
has appointed Mr G. F. Saunders, F.c.a., a member of 
the Council, to serve on the Commission: which is to 
inquire into certain matters affecting Dr Azikiwe, the 
Premier of the Eastern Region of Nigeria. 


Certificates.of Practice 


The following nineteen applications for ранай саев of 


practice from associates who have comnienced to 

practise were acceded to: 

Davies, James Wallace; 1951, A.C.A.; (W. Lacon Threlford 
& e Liverpool House, 15-17 Eldon Street London, 


Ditchburn, Thomas; 19 950; A.C.A; (Brown & Piper), 
6 Jobn Street, Sunderland, and at Houghton-le-Spring. 

Flitney, Donald "William; 1952, А,С.А.; (*George Hay & 
Co), The Bank House, 13-15 High Street, Chesham, 
and at Biggleswade, London and P 

Harris, Martin Richard; 1950, A.C.A.; (*Price Waterhouse 
& Co), 3 Frederick's Place, Old Jewry, London, ECa; 
(for other towns see *Price Waterhouse & Co). 

Head, Brian Arthur Edward; 1956, А.С.А.; 8 Wharfedale 
Gardens, Thornton Pests Surrey. . 

Hook, David William; 1955, А СА (D. W. Hook & Co), 
8o "Rochester Row, Westminster, "London, SWi. 

Lucas, Arthur Braithwaite; 1932, A.C.A.p (*Price Water- 
house & Co), 3 Frederick's Place, Old Jewry, London, 
ECa; (for other towns see *Price Маа & Со) 


Mitford, Peter Vernon; 1953, ао (f. C. Gregory & 
* Co), 37 Blackwellgate, Dar! 

Nelson, Ian David; 1954, A.C rown & P DE 56 
John Street, Sunderland, and at Res 


Norris, John Randall; ud" А.С.А.; (Ralph D. ibus: 
Foreman & Co) H House, Paddockhall Road, 
Haywards Heath; also at Lewes (Oldham, Holland, 
Franks & Со). 

Saunders, John William; 1952, A.C.A.; (T. Turketine & 
C^), Marlon House, 71774 Mark Lane, Londgp, ЕСз. 


* placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 
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Scott, Brian David, M.A.; 1950, А.С.А.; (*Whinney, Smith 
Whinney), ds Frederick's Place, Old Jewry, London, 

ECa, and at Blackpool, Leeds and "Manchester. 

Shields, James Milne; 1950, ACA; 32 Brazennose Street, 
Manchester, 2. 

Smith, James Desmond; 1952,. A.C.A; (Sissons, Platt & 
Co), Mazda Buildings, Campo Lane, Sheffield, т. 

Stansfield, Frank William; 1953, A.C.A; (*Goldsbrough, 
Hellyer & Co),.3 Eldon Place, .Manningham Lane, 


Bradford, 1. 
Thoburn, Ralph Wood; 1948, A.C:A.; dowd & Ridley), 
6 Jesmond Newcastle upon 


Titmuss, John Yarwood; 1954, A.C.A.; (Gibson, Appleby 
& Co), 20 Bloomsbury Square, Londo: 

Wallace, Ian Alastair; 1951, A.C.A.; (Ashley, Ch Ласе & 
Со), 58 West Street, Brighton, 1. 

Wintle, Aubrey Lancelot oseph; 1953, A.C.A; (Charlton 
& Co) Winchester House, Victoria Square, Birming- 
Һат, 2. < 

Elections to Fellowship 
(a) Nine applications from associates for election to 
fellowship under clause 6 of the supplemental Charter 

(bye-law 31) were acceded to. 

(b) Four applications from associates for election to 
fellowship under clauses 6 and 31 of the supplemental 

Charter (bye-law 31) were acceded to. . 


Admission as Associates 
Three applications for admission as associates under 
clause 5 of the supplemental Charter were acceded to. 
A list of those who complete their fellowship. or 
membership before August 14th will appear in The 
Accountant of August 18th. · 


Resignation ` 
The Gounell ‘accepted the resignation from.member- 
ship of the Institute of:- 

Mr William Allan Scott, a.c.a., Blackpool. 


Registration of Articles 
The Secretary reported that 69 articles of clerkship 
were registered during the month of July 1956 as 
compared with 65 in July 1955, making a total of 
676 since January rst, 1956, as compared with 600 
for the same period in 1955. 


Chairmen and Vice-Chairmen of Gommittees 


The Secretary reported the appointment, of the 
following Chairmen and Vice-Chairmen of Committees 
for the ensuing year: 


Committee . Chairman Vice-Chairman 
Disciplinary Sir H. M. Barton G. D. Shepherd 
inati e W. G. Campbell .P. F. Carpenter 
Overseas Relations Sir T. B. Robson 5, J. Pears . 


Summer Course W. L. Barrows — 
Change of Name | 

The Secretary reported that the following change of 
name had been made in the Institute records: 


Sydney Levy to Sydney Lever. 


x Deaths of Members 


THe Council received with regret the Secretary’s report 
of the deaths of the following. members: . 
Mr Cuthbert Digby Bromhead, a.c.a., Plymouth. 
» Ernest Arthur- Browne, В.С.А., London. 
- 5, James Frith, A.C.A., Manchester. 
- , Hugh Gordon Саз, F.c.4., Liverpool. 
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Mr Albert Grierson, Е.С.А., Manchester. 
» Cyril Oliphant Hooper, F.c.a., Hove. 
» Charles Leslie Lee, a.c.a., Wolverhampton. 
» Daniel William Hyatt Phipp, F.c.a., Derby. 
» Frederic Ditchfield Morris, F.c.a., London. 
» Harry Sansom, F.C.A., Darlington. 
У Norman Wooldridge, r.c.a., London. 
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Mr Harold Brindley ‘Hone 
Mr Harold Brindley Hone, President of the Rhodesia 
Society of Accountants, who is on а visit to this 
country, was received by the Council after the con- 
clusion of its meeting. The President extended to him 
a hearty welcome, to which Mr Hone suitably replied. 


FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 
Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law тоз of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, 

at a hearing held on July 4th, 1956. 


А formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Arthur 


Cartwright, A.C.A., had been guilty of acts discreditable : 


to a member of the Institute within the meaning of 
clause 21, sub-clause (3) of the supplemental Royal 
Charter in that he misappropriated sums amounting 
as at March gth, 1956, to £986 11s 5d or thereabouts 


“being moneys belonging to his employers, so as to 


render himself liable to exclusion or suspension from 
membership of the Institute. Тће Committee found 
that the formal complaint against Arthur Cartwright, 
A.c.A., had been proved and the Committee ordered 
that Arthur Cartwright, A.C.A., of то Beresford Road, 
Cheam, Surrey, be,excluded from membership of 
the Institute. 


DECISION OF THE APPEAL COMMITTEE | 
Decision of the Appeal Committee of the Council of the Institute appointed pursuant to bye-law 108 of the 
bye-laws appended to the supplemental Кош Славе. of Denton. 21st, 1948, at a hearing held on 
July 31st, 195 


The Appeal Committee heard an appeal against the 
Decision of the Disciplinary Committee of the Council 
upon a formal'complaint preferred by the Investiga- 
tion Committee of the Council to the Disciplinary 
Committee that John Buchanan McAuslan, A.C.A., 
had been guilty of acts or defaults discreditable toa 
member of the Institute within the meaning of clause 
21, sub-clause (3) of the supplemental Royal Charter, 
in that as collateral security for moneys due by him to 
a certain person he executed in favour of the said person 
on December rst, 1952, a form of assignment and 
transfer purporting to transfer to the said person 
28,000 ordinary shares of 5s each and 10,000 5 per 


cent preferred shares of £r each in the capital of a 
limited company, well knowing that he had disposed 
of the said shares and that they had been transferred 
out of his name prior to that date, so as to render 
himself liable to exclusion or suspension from member- 
ship of the Institute. Having considered the transcript 
of the shorthand note of the proceedings before and 
the documents produced to the Disciplinary Com- 
mittee and having considered a letter from the appel- 
lant, the Appeal Committee affirmed the decision ef 
the Disciplinary Committee that John Buchanan 
McAuslan, A.C.A., be excluded from membership of 
the Institute. 


MEMBERS’ LIBRARY 


The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
. by purchase and gifts are the following: 


‘The Accountant: (Choice of Careers). (Ministry of Labour) 
1956. (H.M.S.O., 9d). 

Accounting for Intra-company Transfers. (National 
Association of Cost Accountants). New York, 1956. 
(N.A.C.A. presented.) 

Administering a Conversion to Electronic Accounting; by 
H. F. Craig. Boston. 1955. (Harvard University, 20s.) . 

The Classification and Coding of Accounta; by J. M. S. 
Rit P (Institute of Cost and Works Accountants, 
75 

The Economic Consequences of Automation; by P. Einzig. 
1956. (Secker & Warburg, 215.) 

Faster, Faster: a simple description of a giant electronic 
calculator . . .; by W. J. Eckert and Rebecca Jones. New 
York. 1955. (McGraw-Hill, 28s.) 





56 VICTORIA STREET, LONDON, SWi • . 


JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS У 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Invoicing Methods. (British Institute of Management.) 
1956. (B.I.M., ars.) 

The Managers; by Lord Heyworth. 1956. (Unilever, 
presented.) 

Modifying the Calendar to meet Business Needs: a summary 
of practice. (National Association of Cost Accountants.) 
New York. 1956. (N.A.C.A., presented.) 

Summary of Statutory and ‘other requirements in the 
production of annual reports of companies; third 
edition. 1956. {Gee & Co). (Gee, 7s 7d.) 

Taxes, Tariffs and Subsidies: a history of Canadian fiscal 
development; by J. H. Perry. Two volumes. Toronto. 
1955. (G. Cumberl e, £10.) 

Wage Accounting by Electronic Computer: report No. r. 
(National Physical Laboratory.) 1956. (D.S.I.R., as 6d.) 

• 
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Personal 


Mr E. Myrus SMITA, F.C.A., practising under the 
style of Myrus Suara & Frost, Chartered Account- 
ants, at Bank Chambers, 329 High Holborn, London, 
WC, announces that Mr J. J. WALKER, A.C.A., has 
joined him in partnership as from August ist, 1956. 
The name of the firm has been changed to Муков 
SMITH & WALKER. 

Messrs Hamer & Co, Chartered Accountants, of 
Boreham Wood, Herts, announce that from July 
30th, 1956, they have removed their offices to 
Barclays Bank Chambers, 1974 Shenley Road, 
Boreham Wood, Herts. Telephone: Elstree 1135. 


Professional N otes 


Mr Ian M. Whyte, c.a., А.С.1.5., A.C.W.A., has been 
appointed secretary and alternate director of the 
finance and mining house, Camp Bird Ltd, and its 
subsidiaries Camp Bird Investmient Trust Ltd and 
| Camp Bird Industries Ltd. 
| Mr Norman G. Lancaster, A.C.A., assistant 
rnanaging director of Fillery's Toffees Ltd for the 
past two years, has been appointed managing director 
of the company. 


—~ 


In Parliament 


SECURITIES: "TRANSFER OF PROPERTY 


Mr Еплотт asked the Chancellor of the Exchequer 
if he will now take steps to bring within the purview 
of the Capital Issues Committee issues of securities 
made in consideration of the transfer of property. 
Sir E. Bortz: An Order has been made today 
making it unlawful for a company in Great Britain, 
without the consent of the Treasury, to issue 
securities in consideration of the transfer of any 
property except where the property consists either 
of the assets of an undertaking being sold to the 
company or of the securities of another company. 
The Order will come into operation tomorrow. 
Copies of it are available in the Vote Office today. 


Hansard, August 1st, 1956. Written Answers. Col. 169. 


Company DIRECTORS: EXPENSES AND PENSIONS 
Mr Jay asked the President of the Board of Trade 
whether he will introduce legislation'to amend the 
Companies Ácts so as to limit the amount of expenses 
and pension contributions which may be allowed for 
individual directors. 
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Mn P. 'THonNEYCROFT: I do not think that amend- 
ment of the Companies Act would be an appropriate 
way of dealing with these matters. 


Hansard, July 31st, 1956. Oral Answers. Col. 1134. 


Company DIRECTORS: EXPENSES 


Мк OsaonNE asked the Chancellor of the Exchequer 
if he is satisfied that company directors’ expense 
claims are adequately scrutinized by the Inland 
Revenue officials before being allowed; and if he will 
make a statement. 

Mr H. MACMILLAN: Yes, sir. As I have previously 
pointed out, there is frequently a wide difference 
between the amount of expenses claimed and the 
amount allowed. 


Hansard, July 318t, 1956. Oral Answers. Col. 1151. 


Inter-firm Comparisons 
First INTERNATIONAL CONFERENCE 


The first international conference to be devoted to 
methods of inter-firm comparison will be held this 
year in Vienna from September 17th-2oth. The 
conference, which is being sponsored by the Euro- 
pean Productivity Agency, will be addressed by 
leading authorities on the subject from the United 
Kingdom, France, Germany, Austria, Sweden, 
Switzerland and Holland. 

'Their papers will deal with financial and cost and 
productivity comparisons, and emphasis through- 
out the course will be on practical examples of 
how comparisons help management to improve 
performance. 


SPEAKERS REPRESENTING BRITAIN 
Among the four speakers representing Britain will 
be Professor F. Sewell Bray, Е.С.А., F.8.4.4., Stamp- 
Martin Professor of Accounting, and chairman of the 
steering committee on inter-firm comparisons of the 
British Institute of Management – which has been 
in a large measure responsible for drawing up the 
programme of the conference — and Professor David 
Solomons, B.COM., A.C.A., Professor of Accounting 
in the University of Bristol. Professor Bray will 
speak on ‘Accounting ratios for the purpose of 
making inter-firm comparisons ~a general survey’, 
and the paper by Professor Solomons is entitled 
‘Overcoming problems of non-uniform accounting’. 


MOTOR — FIRE—— CONSEQUENTIAL LOSS 


. MOTOR UNION 
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The Accountants' Christian Fellowship 


_ The monthly meeting for Bible reading and prayer 


wil be held at 6 p.m. on Monday, August 13th, 
in the ‘ас St Mary Woolnoth Church, Tem: 
bard Street, London, EC3. 


Accountants’ Crossword: Solution 
The solution to the ‘Accountants’ Crossword’, 
compiled by Mr Kenneth Trickett; А.5.А.А., which 
appeared in last week’s issue, is as follows: 





ата таман лане 


nano D в 
"Тће Birmingham Chartered Accountant 
Students' Society 

The seventy-third annual meeting of the Birmingham 
Chartered Accountant Students’ Society was held 
on July 13th, when the committee's report for the 
year ended April 3oth, 1956, and the accounts for 
tlie year ended December 31st, 195 5, were received 
and adopted. 

The membership of the Society increased by sixty- 
six during the year, making a total of 1,227 ài April 
30th. In addition to this further rise in membership, 
the committee reported a successful year in which 
arrangements had included weekly lectures during 
the autumn and spring sessions, debates, visits to 


industrial concerns and the Birmingham Stock 


Exchange, and the annual week-end residential 
course at Ashorne Hill, near Leamington Spa, which 
was attended by 105 students. Among other activities 
were cricket, rugby football, and hockey matches, a 
tennis tournament, a treasure hunt — in which some 
seventy or eighty members entered in twenty-seven 
cars ~ midsummer and winter dances, and the annual 


dinner. The Saturday morning lecture scheme was’ 


continued and was well attended. 
The seventh annual report of the Coventry area 


branch records a further year of progress, as does the 


report of the. Wolverhampton area branch, now in 
its. fifth year. The Hereford and Stoke- ов: Trent 
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groups also arranged a number of meetings. 

The officers of the Society for 1956-57 have bee 
elected as follows: 

President: Mr Peter T. Neal, F.c.a. 

Vice-President: Mr S. V. Lancaster, T.D., J-P., FCA. |, 

Hon. Secretary: Mr P. G. Mayera, Chartered Account 
ants’ Library, 71 Edmund Street, Birmingham, 3. 

Hon. Asst. Secretary: Mr Н As. Dawes. 

Hon. Treasurer: Mr A. R. Gillies. 

Hon. Librarian: Mr C. H. Bailey. 


Our Weekly Problem 
No. 130: CALCULATED ‘TENNIS 
Charles Sidate had marked out the tennis court and 


` challenged Mr L. U. Sidate and his friend Ivor to 


a knock-out singles competition. Ivor beats Mr Sidate 
four times out of five; Charles beats his father three 
times out of five and calculates that his chance of 
winning the competition, if he draws the 'bye', is 
twice his chance if he does not. 

What is likely to be the result of games between 
Charles and Ivor? 

The answer will be published next week. 


ANSWER TO Мо. 129: FILLING THE BAILER 
Using the first digit for the 7-pint tin and the second for 
the 5-pint tin, Ivor’s sequence was 05. 50. 55. 73. 03. 30. 35. 
71. ог. 10. 15. бо. 65. 74. Charles only took six moves: 
70. 25. 20. 02. 72. 45. 


SEVENTY-FIVE YEARS AGO 
From Фђе Accountant or AUGUST 13TH, 1881 
Leading article entitled Е 
CANADIAN ÁCCOUNTS 

We are sure that every one of our subscribers will 
heartily join in a metaphorical handshake with our 
professional brethren in Canada. '"The main object 
contemplated" by the Institute of Accountants and 
Adjusters of Ontario "is the improvement of the 
status not only of those who follow, or propose to 
follow, the business of a public accountant and 
auditor, but of the accountants and book-keepers of 
Ontario. generally"—and it is an object which the 
Canadians may feel assured will command the respect 
and good wishes, and, in so far as such a thing may be 
practicable, the support of their kinsmen on this side, 
of the Atlantic. Pressure upon our space compels us 
for the moment to limit our notice of the Ontario 
Institute (which, by the way, is designed after our 
own Institute) to this simple expression of friendship 
and goodwill, but we shall in a future issue refer to 
the constitution of the society and to an address on 
“the scope and'value of accountants’ work," recently 
deliver by its first President. 
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RUNNING A PENSION SCHEME 
PRIVATE FUND OR, INSURANCE? 


HE extension of tax reliefs to pension schemes for the 
self-employed, and for employees not already covered, has 
released a flood of intensive advertising by insurance com- 
panies and by brokers whose commission they pay. At the same 
time it has revived a long-standing controversy as to the relative 
merits of running a pension scheme entirely by means of a private 
trust and running one under an arrangement by which the 
contributions are paid to an insurance company in the form of 
premiums securing closely defined benefits. Тће question is the 
subject of informed and penetrating comment in a special article 
which we publish in this issue under the title ‘Pension schemes: 
the two methods’. - 
The new legislation seems to be so devised as to give life offices 
a considerable advantage. The normal method of obtaining relief 
is envisaged as a contract between an individual and 'a person 
lawfully carrying on in the United Kingdom the business of 
granting annuities on human life’. True, it is open to the Inland 
Revenue to approve a trust scheme established quite independently 
of a life office, but such a scheme must, among other things, be 
established by a body of persons which comprises or represents a 
substantial proportion of the individuals engaged in a particular 
occupation or group of occupations in one of the three countries 
comprised in the United Kingdom. It is a little difficult to under- 
stand why this requirement is imposed; many fine institutions, 
such as friendly societies and co-operative societies, were estab- 
lished from very modest beginnings. Obviously, it is not going 
to be easy to set up a scheme which will obtain approval. Ín the 
first place there is no organized publicity stressing the advantages 
of the privately administered scheme. Moreover, such a scheme 
must needs be instituted by public-spirited, altruistic men, of 
whom there is never a surplus. Already the chosen representatives 
of one great profession which has taken an active part in bringing 
about the new tax reliefs have expressed a disinclination to accept 
the responsibility of instituting a trust scheme; its members are 
left with no option but to make private contracts with life offices. 
Тће approved superannuation fund for employees which 
invests its moneys independently of any life office used to enjoy 
a very real, but little-publicized, advantage over the life office 
scheme: the investment income of its funds was exempt from 
income tax. The Finance Act, 1956, has extended this exemption 
to so much of a life office's annuity fund as is referable to its 
pension business. Of course it does not follow that this relief will 
be passed on by the life office to «ће members of its pension 
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Pena. The extent to which the relief will be 
passed on is a matter for speculation, but no doubt 
competition between. offices will in fact produce 
. a reduction in premiums. . 

The past forty years have been marked by 
almost continuous inflation, so that a life office 
scheme which assures the payment of specified 
sums many years hence may well prove to be 
entirely inadequate. À private scheme, with a well- 


THE ADDLED NEST-EGG 


Empire was neither holy, Roman, nor an 
empire. No criticism of that kind could be 
directed against post-war credits because there 
is no denying that they are credits, or that the 
present time is ‘post-war’. Nevertheless: the 
. construction put by successive post-war Govern- 
ments on the State's responsibility in the matter 
can hardly be said to be equitable. н 
The matter was raised, by no means for the 
first time, in an adjournment debate in the House 
of Commons on August 18. MR W. TEELING, M.P., 
who opened.it, reminded the House that post-war 
credits were introduced in 1941, when the late 
Sir Кімсѕіхү Woop, in his budget speech, said 
that: 
'by providing the small saver with the promise of 
' a substantial nest-egg, we may well increase rather 
„ап diminish his desire for adding to it, so that 
. he may have a sum sufficient to enable him to 
- face with further-confidence the difficulties of the 
post-war world’. | 
The mental reaction of the more rational-minded 
citizens who read this speech was that since the 
major part of the income tax which was being 
paid in 1941 was literally going up in smoke, 
there could be no hope of getting it back after the 
war, and that to enable the State to go through 
thé motions of paying post-war credits, it would 
be: necessary to obtain the money first largely 
from the very people who were going to receive it. 
For those people who had no illusions, and who 
had got into arrears with their 1945-46 income 
tax, the decision to set 1945-46 pogt-war 
credits against such arrears came as a iw 
surprise. - 
The decision to repay the credits to diss 
persons who reach pension age is considerably 


MES observed that the Holy Roman 


more understandable. Perhaps the various taxes. 
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dae investment clause and. properly advised 
trustees, may be able to invest іп equities which 
will provide a complete hedge against inflation, on 
the other hand, the private scheme will not usually 
have anything like the resources of a life office. 
However, this is a country with a great tradition of 
voluntary work and the administration of a pension 
fund, like the administration of a benevolent 
fund, is a task which provides its own rewards. 


which those persons pay would be less if they were 
not receiving the credits, but on balance they 
probably gain. The Government has steadfastly 
refused to repay credits on hardship grounds 
alone. Those who are in real need have to take 
national assistance and leave their post-war 
credits intact. Mr 'TEELING’s suggestion that the | 
credits could be set off against post 1945-46 tax 
was met by the official answer that this would 
result very quickly in the whole {500 million 
now outstanding being offered in payment of 
income tax, with the result that the Exchequer 
would collect £500 million less. In the present 
inflationary conditions the Government considers 
it quite impossible to take the risk of releasing 
a sum of that magnitude. 

The official answer to the suggestion that 
interest now be paid on the credits, in accordance 
with the undertaking given in 1941, is that it 
would be better to devote whatever money is 
available to the, repayment of the credits them- 
selves. This is cold comfort to those who have 
no present prospect of receiving any such repay- 
ment. In the meantime, the purchasing power 
of the pound sterling continues to fall steadily. 
Those who are not on the brink of pension age 
may well wonder what ‘post-war difficulties’ will 
be left to be met by the time the post-war credits 
are рад. . 

There is an old maxim of the courts of equity 
that one should be just before one begins to be 
generous. Since the State so light-heartedly took 
the responsibility of repaying post-war credits, 
it ought to show rather more determination to 
discharge that responsibility than it has shown 
so far. 

The whole business seems to have begn a 
mistake, but the victims ought not to be allowed 
to suffér more than is absolutely necessary. 


August 18th, 1956 
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PENSION SCHEMES 


THE TWO METHODS 
by AN ACTUARY 


The question of pension provision for the self-employed is very much in the air 

today, but the problem of providing adequate and suitable pensions for employees 

is a continuous one. This article, commenting on the two basic methods of arranging 
pension schemes for employees is therefore of particular interest. 


Old John Brown retires and the mere fact 

that a proposal for his employer to grant 
him a modest supplement to his National 
Insurance retirement pensiop requires special 
consideration, focuses attention on a gap- 
possibly long-realized – in the employer's arrange- 
rnents. If the.supplement is granted, John Brown 
wil have gained a pension and established a 
precedent. Qthers will follow, and for a while, 
perhaps, the pension arrangements will just grow, 
as Topsy did. But once the principle of granting 
pensions has been accepted, the sooner a regular 
method-of defining and financing the accruing 
obligation (for such it is) is adopted, the better. 
~-Employers faced with this problem do not 
always realize that alternative courses are open 
to them; they may either set up a private trust 
fund, or they may insure their liabilities with 
one of the many first-class insurance offices now 
prepared to underwrite pénsion schemes as part 
of their life assurance business. 

The private trust fund carries its own res- 
ponsibility to its pensioners, and the trustees 
make and hold the fund’s investments. In the 
long run, a private fund enables pensions to be 
provided at cost price, but whether the price 
be high or low depends largely on the efficiency 
and skill with which the fund is invested. 

' With an insured scheme, the appropriate 

premiums are paid to the insurance office and 
many of the financial risks are subcontracted. The 
office accepts responsibility for payment of the 
relevant pensions for so long as the pensioners 
1nay live and relieves the trustees and managers 
of all responsibility for investment of the accruing 
funds. 

There are no comprehensive statigtics, but the 
fact is that many hundreds of schemes of each 
kind exist in Britain today. Any impression that 
either is invariably better than the other would 
ђе wrong. Each has its merits and its advocates. 
‘The’ insurance brokers (‘pensions consultants’ as 
they are sometimes called in this field) and the 
insurance offices advertise and sing the praises 


Ро schemes are born of necessity. 


of the insured scheme; for obvious reasons, the 
trustees and the consulting actuaries do not 
publicize the affairs of the private funds. 


The Nature of the Problem 
The essentials of the problem are the same 
whichever method is adopted. An assessment 
must be made of the sums required from employer 
and (if the scheme so provides) employee, to 
provide retirement benefits of the desired 
standard. These sums must be set aside year by 
year and invested to provide a fund from which 
the retirement benefits can be paid when 
eventually they fall due. 
Fundamentally, it is as simple as that. 


Adaptability 

The terms of a private fund can be moulded 
closely to the particular circumstances of the 
employment of its members, and the employer’s 
share of the cost can be financed in the way best 
suited to.the position of the employer and of the 
fund. The consulting actuary will take all the 
relevant circumstances into consideration in 
framing his detailed recommendations for the 
particular case. No two private funds are exactly 
alike. 

Insured schemes are of certain definite types, 
and while most insurance offices prefer a par- 
ticular pattern or patterns, they will go to some 
trouble to meet the special requirements of 
individual cases within the limits of the particular 
types of scheme they respectively undertake. It 
is one of the broker’s, or pensions consultant’s, 
most important functions to explore the market 
for the scheme most nearly suited to his client’s 
requirements. 

If the private fund be thought of as the tailor- 
made scheme and the insured scheme as coming 
‘off the peg’, it must be recognized that the range 
hanging on the pegs is now fairly wide. 

‘Every pension scheme needs alteration from 
time to time to take account of changing circum- 


_stances. The private fund is flexible and as on the 


establishment of the*fund, the consulting actuary 
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will have regard solely to his client's require- 
ments in framing recommendations concerning 
any changes which experience has shown to 
be desirable. With an insured scheme, no 
change can be made without the agreement and 
often the active collaboration of the insuring 
office which, however, is usually readily forth- 
coming. 
Constitution : 


When money is being set aside for specific pur- . 


poses over a long period of years, it should always 
be placed in the hands of trustees charged with 
specific duties and fortified with suitable powers. 
Pension schemes are no exception. Indeed, 
there is a compelling reason for their establish- 
ment under suitable trusts, for the greatest tax 
benefits are conferred on funds which are 
approved under Section 379 of the Income Tax 
Act, 1952, and Section 379 requires that a scheme 
must, among other things, be established under 
independent trusts if it is to qualify for approval. 
For private funds and insured schemes alike, 
the usual method is to have a trust deed drawn 
in fairly wide terms, providing for establishment 
of the scheme and for the scheme to be governed 
by detailed rules capable of amendment by appro- 
priate and usually simple procedures. If the 
trustees are to have wider powers of investment 
than those defined in the Trustee Act, 1925, their 
powers must be specified in the trust deed; in the 
case of an insured scheme designed to secure 
Inland Revenue approval under Section 379, the 
trustees must be given specific power to invest the 
accruing resources by applying them to the 
purchase of deferred and immediate annuities. 


Income Tax 

Tax considerations arise in relation to three 
aspects of pension schemes, namely, relief in 
respect of the contribution and other payments 
made to the scheme by employer and employees; 
taxation of the retirement benefits themselves; 
and the taxation of the interest earnings on the 
accruing fund. The subject of income tax in this 
context, as in others, is of considerable complexity 
and it is not possible here to do more than give a 
very broad indication of the effect of current 
legislation and Inland Revenue practice. 


Non-aggregation of Employer’s Contribution 
with Employee’s Salary ' 
The first pitfall to be avoided is aggregation 
of the employer's annual contribution with the 
employee's salary, so subjecting the employee to 
tax on something more thafi his salary (Section 
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386). Payments made by an employer to certai 
types of scheme, defined in Section 387, are 
automatically exempt from charge; schemes 
approved in whole or in part under Section 379 
ate in this category. То secure the same advantage 
— or, more cogently, to avoid the corresponding 
disadvantage — other schemes must be approved 
by the Inland Revenue authorities under Section 
388. This section lays down conditions regarding 
the scope of a scheme, the nature, amount and 
form of the benefits and their non-assignability, 
and gives the Inland Revenue wide discretionary 
powers of approval (and disapprovall). 

'These considerations apply to private funds 
and insured schemes alike. 


Relief to Employees for Contribution Payments 


Particularly for employees who are required to 
contribute for their retirement benefits, the maxi- 
mum tax relief is generally obtained py means of a 
scheme set up under a trust which secures the 
approval of the Inland Revenue authorities under 
Section 379. Subject to fulfilment of certain other 
conditions, approval under Section 379 is restricted 
in principle to funds devoted to the provision of 
pensions, though the inclusión of a mod: 

benefit is, in practice, permitted. If, however, 
provision is made for a lump-sum retirement 
benefit, the amount of the lump sum must be 
restricted in relation to the amount of the pension 
and even then, ‘approval’ — with all that it implies 
— will not be granted in respect of the lump-sum 
element. Thus, in the case of a partially approved’ 
scheme providing retirement benefits which are 
part pension and part lump sum, the part of the 
employee's contributions which relates to the 
lump-sum element will not be allowed as an 
expense for tax purposes. 

'These considerations also apply to private 
funds and insured schemes alike. 

An insured scheme differently constituted 
might qualify alternatively for recognition by the 
Inland Revenue authorities as a bona fide pension 
scheme under Section 219 of the Income Tax 
Act, 1952. The requirements for recognition 
under Section 219 are less strict than the require- 
ments for approval under Section 379. The effect 
of recognitign under Section 219 would be that 
the employee's contributions would qualify only 
for life assurance relief; this alternative does not 
apply to private funds and is usually less valuable 
than the benefit which flows from approval under 
Sectien 379 which, as has'already been explained, 
enables the employee's contributions to be treated 
in whole or in part as an expense. 
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Relief to Employer 

The employer's regular payments under a well- 
constituted scheme would usually be allowed as 
an expense for income tax purposes under the 
ordinary provisions of the law, whether the 
scheme be approved under Section 379 or recog- 
nized under Section 219. Lump-sum payments 
made by an employer to a Section 379 scheme 
(though not to a Section 219 scheme) may also 
be treated as an expense, spread forward over a 
period of years if the Inland Revenue authorities 
so decide. 


Taxation of Retirement Benefits 

As to taxation of the retirement benefits them- 
selves, pensions paid from* schemes approved 
under Section 379 are taxed as earned income in 
the hands of the recipients, and the P.A.Y.E. 
procedure is applied to them. Lump-sum retire- 
ment benefits paid from the non-approved part 
of a partially-approved scheme under Section 
379 are not subjected to tax, though it must be 
appreciated that the conditions on which partial 
approval is given are such as to ensure that these 
lump-sum retirement benefits are restricted to 
relatively modest amounts. When lump sums are 
paid by way of refunded contributions or other- 
wise, to members leaving the employer's service 
or retiring prematurely through ill health, there 
is a liability on the trustees to pay tax at one- 
quarter of the standard rate on the amounts in 
question, but the sums so paid by the trustees 
can be recovered from the members concerned 
if the rules of the fund permit. 

In all these respects, approval under Section 
379 confers the same benefits on private funds 
and insured schemes. 

Without going into detail, it can be said that 
the taxation position of benefits payable on and 
after retirement from insured schemes recognized 
under Section 219 is less favourable than in the 
case of schemes approved under Section 379. 
Although there is no entitlement, it is understood 
that in practice, pensions from certain types of 
Scheme are taxed as earned income, though the 
pensioners do not have the convenience of the 
P.A.Y.E. procedure. 


Taxation of Interest on the Acctuing Fund 


Ав regards the taxation of interest earned on the 
accruing fund, the private fund has had a tax 
advantage over the insured scheme for more than 


thirty years, in that the approved private fund , 


has been entitled to receive its interest income 
free of tax. The Finance (No. 2) Act, 1956, 
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substantially removes this long-standing anomaly 
by freeing from tax that part of an insurance 
office's interest income which relates to funds it 
has accumulated in respect of certain important 
classes of pension business. It would be wrong to 
think of the new Act as relieving the insurance 
offices from tax at the full standard rate on that 
part of their interest income, because, for tech- 
nical reasons, the effective rate of tax borne by 
many of the offices on the relevant part of their 
interest income has been much below the full 
standard rate. Indeed, some offices, owing to the 
distribution of their annuity business, were 
already not liable for tax on interest income as 
such on their annuity funds. Even so, some offices 
will benefit from the new legislation and it may 
be that they will feel able to improve their terms 


ог insured pension schemes qualifying for ap- 
proval under Section 379. 


. Pension Scales, Contribution Scales and 
Deficiencies 


The amount of the member's retirement benefit 
is usually related in some measure to his salary 
and length of service. The higher the salary and 
the longer the service, the larger the pension. 
This is the dictate of common sense and equity 
and the principle is commonly applied in private 
funds and insured schemes alike. 

In the long run, the solvency of the private 
fund and of the insurance office depend on the 
adequacy of the contributions or premiums paid, 
as the case may be, for the benefits which are 
promised. 

In a private fund, the payments required to be 
made to the fund by the employer and (if the 
rules so provide) the employees, are assessed 
by the consulting actuary. The rules normally 
provide for the amounts of the employer's 
payments, and sometimes the employee's too, 
to be varied upwards or downwards from time 
to time in accordance with the financial require- 
ments revealed by periodical actuarial valuations 
of the fund. 

In an insured scheme, the premium rates are 
fixed by the insurance office. Once a policy has 
been issued subject to periodical premium pay- 
ments of stated amount, the corresponding 
retirement benefits are guaranteed by the office, 
though the insurance office often reserves the 
right to vary its premium scales from time to 
tinfe for additional insurances required in the 
future under the terms of an existing scheme to 
take care of new members and additions to the 
pensions of existing members. 
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^ In assessing the payments réquired to be made 
into a private fund, the consulting actuary can 
make provision in advance for the effect of normal 
salary increases likely to be granted to the mem- 
bers of the fund in the future, so that they need 
cause no strain on the pension fund when, in fact, 
they are granted. With an insured scheme, every 
increase of prospective pension flowing from a 
salary increase must be paid for by a corres- 
ponding increase in premium, assessed with due 
regard to the age of the employee concerned. 
Although the premiums are low for employees 
who are young, they are very high at the older 
ages in relation to the salary increases which 
cause the additional premiums to be paid; if 
the ages of the members of the scheme are well 
spread, the overall cost is reasonable in relation 
to the salary bill. 

In private funds, the amounts of the contri- 

butions are often related directly to the amounts 
of the salaries currently being paid. There is.a 
disadvantage in inflationary times in linking both 
pensions and contributions to current salaries, as 
many private funds have found. The fund in hand 
has been accumulated from contributions assessed 
and paid in the past in relation to out-of-date and 
lower salary levels. 'The amounts of the pensions 
the fund must eventually pay will be related in 
some degree to the new and higher salary levels, 
but no magic wand can be waved to increase 
correspondingly the amount of the accumulated 
fund. Hence, in.most cases, the ‘deficiencies’ in 
private funds of which so much has been heard 
in recent years and which have caused employers 
to dip so deeply into their pockets. 
- This somewhat unhappy term should not, 
however, be taken to imply a weakness in the 
private fund from which the insured scheme does 
not suffer. Here, there is often loose thinking. 


. An insuted scheme may well provide for the 
amount-of pension to be fixed in relation to the 
individual enployee’s salary:and length of service 
and so to keep расе, in greater or less degree, with 
inflationary trends of salaries. But no insurance 
office could agree to provide pensions so assessed 
in return for premiums fixed solely by reference 
ко. the employees’ salaries; in this, the offices 
follow the prudent: precept of Simple Simon's 
pieman ~ “Show me first your penny’. As i in the 
case of normal salary increases, every increase of 
prospective pension flowing from an ‘inflationary’ 
salary increase must be paid for by a corres- 
ponding increase in premium, assessed with due 
regard to the employee's age. If the employee's 
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salary, the difference must be borne by the 
employer; an inflationary trend of salaries will 
mean progressively heavier premium payments 
for him, just as the employer often has to make 
heavier payments to the private fund to build 
up the accumulated fund to the requirements 
of the new-salary levels. 

In brief, with an insured scheme, the additional 
pension liabilities are identified as tbey accrue 
and are.taken directly into account in the assess- 
ment of the premium payments. In the private 
fund, although some employers, with the advice 
of their consulting actuary, make immediate 
provision for additional pension costs flowing 
from 'inflationary' salary adjustments, the addi- 
tional liabilities are-often not measured until the 
ensuing valuation, when they are taken into 
account with profits and losses arising from other 
sources in the working of the fund. 

It is, of course, possible to make a diametrically 
opposite approach to the whole problem by 
fixing in advance the percentages of salary which 
employer and employee will pay year by year as 
pension contribution and allowing the contri- 
butions to buy what they will in terms of pension. 
This method makes no attempt to relate the 
amount of pension directly to final salary and 
length of service. It can be applied equally well 
in a private fund or an insured scheme and there 
are some who regard it as the most realistic 
method of all because it fixes the employer’s 
share of the-cost in relation to the size of the 
payroll. No question arises of a deficiency in the 
fund or of abnormal increases in contribution or 
pension payments because of general increases 
in salaries. The effect of inflation is thrown 
on the prospective pensioners, whose accrued 
pensions will become progressively smaller in 
purchasing power and in proportion to current 
salaries. The deficiency in this case will, as it 
were, be in the pensioners’ pockets. and whatever 
the provisions of the scheme may be, the time 
may come when action has to be taken to 
raise the pension levels as a whole, largely at the 
employer's cost. 

Whatever the nature of the pension scheme, 


there is no escape from the fact that if pensions 


are to keep pace with salaries in inflationary 
times, correspondingly more money must be 
put^aside for pension purposes. , 


Premature Retirements through Ill Health 


In the private fund, provision is frequently made 
for pénsions proportionate to the period of 


share of the cost is fixed By reference to his completed membership to be granted-to members 
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whose health fails. The principle is generally 
acceptable in the 'mutual' atmosphere of the 
typical private fund. The provision is. valuable 
to the member and can be included if the parties 


are prepared to foot the, bill, which is- usually a. 


relatively. small proportion of the -cost of the 
scheme as a whole. 

The insurance offices do not deal with- the 
problem in the same way. The amount available 
on premature termination-of membership through 
ill health can be used to purchase an annuity 
on the member's life on the terms normally . 
available to persons of the same age and sex. 
Some offices will consider granting an annuity 
on more favourable terms, with due regard to the 
medical evidence  concernipg thé iridividual 
member's state of health. The pensions which 
result are generally substantially smaller than 


the proportionate pensions which can be granted 


from a private fund. 


Widows’ and Orphans’ Pensions 

In recent years, a practice has developed of 
providing pensions for widows and, in some cases, 
orphans of members as an incidental feature: of 
occupational pension schemes. 

-> In a private fund, it is usually possible to 
devise a general formula which can operate 
without regard to the ages of individual members 
or their wives or children, and to finance the, 
benefit either by an additional contribution 
assessed on some broad basis which applies to all 
members alike, or by a uniform proportionate 
reduction in the normal scale of retirement 
benefits. 


In insured. schemes, it is usually necessary to 


have regard to the ages of the individual member 
and his wife or children if provision is to be 
made for them. 

The generalized methods which can be applied 
in private schemes have the advantage of making 
better provision for the young widow, though 
possibly at the expense of somewhat less favour- 
able provision for the older widow. The risks are 
more easily pooled in the private scheme. 


Investments 

One of the most important differences between а 
private fund and an insured scheme is that, the 
trustees of a private fund are directly responsible 
for its investment. With an insured scheme, they 
are relieved of all detailed’ responsibility for 
investment; the problém is sub-contracted to the 
insurance office. 

While the trustees’ responsibility for invest- 
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ment of а private fund is real and inescapable, its 
true weight in any particular case probably. 
depends on the quality of the advice on such 
matters which is available to «ће employer in the 
ordinary course of his business. The trustees? 
powers of investment. must be defined in the 
trust deed if they are to extend beyond the 
statutory range of trustee securities; many 
private funds are now invested partly in equities, 
though in most cases, the proportion im gilt- 
edged is still substantial. А well:spread portfolio 
of equities justifies itself by ‘its results; it also 
provides in some degree a hedge against inflation. 


Та investing a pension fund, the emphasis. is 
normally on the long-term view, qualified only 
by the need to retain a sufficient (and usually 
quite small) margin in liquid, or near-liquid, 
resources to meet current obligations. Market 
fluctuations bring their compensations and for a 
growing fund, are seldom wholly bad in this 
business of long-term investment. А drop in 
market values means that new money can be 
invested оп better terms, while the true worth of 
capital appreciation brought-about by rising stock 
exchange prices is tempered by the reduction it 
entails in the yield on new money. The trustees 
must pick their way through such problems with 
the aid of whatever expert advice they think it 
desirable to obtain. 

With an insured scheme, Je life office takes 
the burden of investment right off the trustees’ 
shoulders. There is по question of the life office 
holding а separate or identifiable portfolio of, 
investments for each individual pension scheme. 
The office takes the money and invests it with the: 
rest of its accruing resources. The life offices 
command immense sums and are expert in 
investing them. Their investments are widely 
spread and they bave investment opportunities: 
which are not always available to the trustees of 
private funds. But how, it may be asked, does this, 
benefit the parties to an insured pension scheme? 
The rate of interest an office thinks proper to 
anticipate is an important element in determining' 
the rates of premium it charges. Many insured. 
pension schemes carry no right to participate in 
profits made by the insuring office. In such cases; 
a skilful investment policy benefits the members 
of the scheme only to the extent that the office 
holds its premium rates down in anticipation of a 
high rate of interest, and that is not necessarily 
a prudent thing to do. 


x А few offices, however, are now insuring 
` pension schemes on a ‘with profits’ basis, which 


means that over tle years, any profits accruing 
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from pension business as a whole (as distinct from 
individual schemes) will be distributed from time 
to time among the participating schemes and 
used to bring about improvements in their terms. 
'The prospect is that such schemes as these will 
benefit directly from successful investment by 
the offices. 


Valuations 


It is desirable for a private fund to be valued by 
an actuary at least once in every five years; funds 
which are registered under the Superannuation 
and other Trust Funds (Validation) Act, 1927, 
must be so valued. This is the periodical stock- 
taking when all aspects of the finances of a fund 
are submitted to detailed scrutiny, and action 
can be taken to make any necessary changes in the 
scale of the employer’s and/or employees’ 
payments to the fund, or in the scale of benefits, 
to bring them back into proper relation with 
one another. 

It is also desirable to make periodical reviews 
of insured schemes to see to what extent they are 
fulfilling their purpose and whether any modi- 
fications are required. If the employer seeks to 
equalize his expenditure on the scheme over a 
period of years. in relation to his total salary or 
wage bill, these periodical reviews provide the 
natural opportunity for reviewing the level of 
his annual provision. 


Detailed Administration 


Whichever method be adopted, private fund or 
insured scheme, the employer must accept. a 
considerable amount of detailed clerical work. 
With a private scheme, the investment work is 
additional and special clerical work has to be 
undertaken for the periodical valuations, though 
if the recording system be properly devised, this 
is not a substantial task. In the writer's view, 
there 1s little to choose between the two methods 
in this respect, though it is fair to add that with 
an insured scheme, the insurance company's 
administrative costs are additional to the em- 
ployer's and must be covered by the premium 
scales. 
The Small Firm 


It is not usually practicable for a firm with a 
small number of eligible employees to set up a 
private fund. An insured scheme makes an orderly 
and financially sound approach to the pun 
problem possible in such cases. 

It is fair to ask how small is a ‘small amber 
for this purpose? In the writer’s view, there is a 
prima facie case for an insuted scheme if the 
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number of eligible employees is less than about 
тоо. Though there are always exceptions, the 
smaller the number of eligible employees, the 
stronger the case for an insured scheme, 
There are two reasons. The first is that the 
random fluctuations of experience inseparable 
from small numbers can have a seriously adverse 
effect on the finances of a small scheme. The 
second is that it is not possible to invest a relatively 
small fund as profitably as a large one. 


The Employer’s Choice 


What, then, is the employer to do when he is 
faced with the problem of establishing pension 
arrangements? Unless his staff is small, when he 
may feel that there is only one course open to 
him, he owes it to himself and to his staff to 
recognize that two alternative solutions are 
available —a private fund or an insured scheme – 
and to explore both before deciding which is the 
more appropriate to his particular circumstances 
and requirements. 

A consulting actuary will provide a report on 
the implications of a private fund and an estimate 
of the cost of particular benefits. He will also, if 
required, provide an appraisement of a quotation 
for an insured scheme. The consulting actuary 
will, of course, charge a fee for his services. 

An insurance broker specializing in pension 
business, or one of the insurance offices now 
transacting it, will provide a report and quotation 
for an insured scheme free of specific charge, 
though the cost of providing the service is, of 
course, wrapped up in the premium rates. The 
report may refer variously to group pension and 
group life assurance policies, endowment assur- 
ances with pension options, participation and 
non-participation in profits, deferred annuity 
schemes, and top hat schemes — mysteries which 
are all capable of explanation. It will probably 
show an awareness not only of the statutory 
position with regard to income tax reliefs, but 
also of the niceties of current Inland Revenue 
practice in administering the law. 

With these reports in front of him, the employer 
should be able to come to a decision. 

The justification for so much care and trouble 
must lie in thg importance of the subject-matter. 
Relatively large sums of money will be involved 
over long periods of years. Ап arrangement once 
entered upon is not lightly to be disturbed and on 
the rightness of the decision reached depends the 
materia] well-being of an' important group: of 
people – the present and future employees of the 
firm or órganization concerned. 
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WEEKLY NOTES. 


The Colston Trust: Surtax Liability 


In 1948 Sir Charles Colston set up a.trust to benefit 
employees and ex-employees of Hoover Ltd of which 
he was then chairman and g director. Sir 
Charles himself was excluded from any benefit from 
the trust, but Lady Colston was not excluded. Тће 
Inland Revenue claimed that since she had at one 
time been an employee of the company and could 
therefore benefit from the trust, Sir Charles was 
chargeable to surtax on the whole of the trust income 
- presumably under Section 415 of the Income Tax 
Act, 1952. Although the Act permits Sir Charles to 
recover the tax from the trustees, this has made the 
work of the trust ineffectual. Sir Charles gave this 
information at a Press confezence on August 8th 
when he announced that the trustees had decided 
to wind up the trust (after retaining certain assets 
with which to meet obligations already entered into) 
by paying the remaining assets over to Lady Colston 
A ks M On her part Lady Colston had decided 
to devote these funds amounting to some £300,000 
to a new trust, the Colston Educational Trust, for 
the benefit of New Hall, Cambridge University; 
Bristol University; Stowe School; and Colston’s 
School, Bristol. 

It is understood that an employee of Hoover Ltd 
is considering whether to contest the action of the 
trustees in making over a large proportion of the old 
trust funds to Lady Colston. 


Revised Capital Investment Estimates 


Whatever may have been the effect of the Suez crisis 
on business confidence in the last few weeks, the 
latest estimates put out by the Board of Trade on 
capital spending by industry suggest that confidence 
in the business outlook was increasing in the second 
quarter of this year. Allowance has to be made for 
the fact that the present sample may be affected by 
the decision of boards of a few large companies but 
apart from that the indications are that capital 
spending was greater by industry in the first quarter 
of 1956 than had been originally thought and that 
estimates of expenditure on capital account for the 
whole of 1956 are going to be larger than provisional 
estimates had hinted. 

The provisional estimate was that expenditure by 
manufacturing industry had been 25 fer cent greater 
during the first quarter of 1956 than in the first 
quarter of 1955. In the event, the increase proved to 
be 27 per cent and was particularly marked in plant 
and machinery and in building. The Врага of Trade’s 
latest figures for anticipated outlay for the whaJe of 
1956 show that manufacturing companies expect to 
spend 21 per cent more than they hoped to do in 1955 
compared with an earlier estimate of 17 per cent 
made towards the end» of 1955. The main upward 
revisions in the estimates have occurred $n non- 
metaliferous mining, paper and printing. The only 


major industry showing a downward revision is 
motor-cars -a not unexpected development. 


First Restrictive Trade Practices Order 


The President of the Board of Trade announced 
last week in the House of Commons that the first 
order requiring the registration of restrictive trading 
agreements had been made under the Restrictive 
Trade Practices Act, 1956. 

It is not known yet how many agreements will 
have to be registered. For the time being it has been 
decided not to register all agreements in order to 
give the new Registrar time to get his register into 
order. There аге, of course, a number of restrictive 
trading practices which do not fall to be registered 
under the Act. These include sole agencies, patent 
and trade-mark agreements under certain circum- 
stances, and agreements containing restrictions 
affecting exports which do not affect supplies to the 
home market. This last category, however, have to 
be notified to the Board of Trade. 


New Zealand Budget 


For the first time in seven successive Budgets the 
New Zealand Budget delivered on August oth 
announced no tax reductions of any kind. Instead the 
income tax rebate of 20 per cent, with a maximum of 
£75, is to be reduced to 10 per cent with a maximum 
of £40. At the same time the special depreciation 
allowance, introduced to stimulate industrial ex- 
pansion, is to be abolished forthwith. This is clearly 
a Budget to deal with an inflationary situation, and 
as might be expected, the credit policy is to be 
‘sustained and strengthened’, in the words of Mr J. 


. Watts, the Minister of Finance. To encourage savings 


the Post Office Savings Bank is to introduce a system 
of short-term fixed deposits at higher rates of interest. 
It seems that a wider range of Government securities 
may also be offered. 

Mr Watts announced that the New Zealand 
Government had decided to appoint a committee 


to investigate pay-as-you-earn taxation and to 


recommend a scheme of P.A.Y.E. which was best 
suited to New Zealand's needs and which would 
permit of the introduction of the necessary legis- 
lation early in 1957. 


Pensions in 1955 


Тће annual report of the Ministry of Pensions and 
National Insurance for 19551 now published shows 
that the combined cost of benefits paid out by the 
Ministry was at the rate of about £850 million ` 
during the year. The most important development 
last year was the payment of increases in war pensions 
and in benefits of the national insurance and industrial 


‘injuries schemes affecting seven million beneficiaries 


and two million dependants. There were also increases 
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in insurance contributions. Reference is also made in 
the report to certain developments announced early in 
1956 which include increases in allowances for war 
widows' children and war orphans, changes for family 
allowances and in insurance benefits for widows and 
children and earnings rules for retirement and widow, 
pensioners. Ы 

In December last year, some 121,000 people were 
receiving unemployment benefit compared with 
148,000 at the same time a year earlier. The cost of 
unemployment benefit for the year ended March 

“31st, 1955, was £154 million. The number of national 

insurance contributors at March 31st last year was 
almost 23$ million of whom 16 million were men. 
About 21$ million were employed persons, 14 million 
being self-employed and over half a million non- 
employed. 

For the year ended March 3181, 1955, the National 
Insurance Fund’s income was £612 million. Of this, 
over £489 million came from employers and insured 
persons, {71 million from the Exchequer and £51} 
million from income derived from the investments of 
this Fund and the National Insurance (Reserve) Fund. 
Payments of £567 million include £4964 million for 
benefits, over £40 million to the National Health 
Service and £264 million administration expenses. 
Of total outgoings, the cost of administration was 
therefore 477 per cent. 


White Paper on Local Government 


А White Paper on local government has recently 
been issued, under the title of ‘Areas and Status of 
Local Authorities in England and Wales' (Cmd. 9837). 
Those who have for many years advocated a 
radical approach to the structure of local government 
authorities in this country will be disappointed with 
the recommendations made. The White Paper con- 
siders that the present system has stood up to the 
severest tests over many years and has shown itself 
capable of adaptation to changing conditions as well 
as being y rooted in local loyalties and civic 
pride. In consequence, no convincing case for 
seriously reshaping the existing form of local 
government exists according to the White Paper. 
Certain important changes are, however, con- 
sidered desirable. New machinery and procedure is 
required for reviewing local authority areas and 
status and for recommending changes. The principles 
governing promotion to county borough status need 
revision. The pattern of local government in 
conurbations needs to be improved with a view to 
creating larger administrative units. Тће number of 
amall county district authorities should be reduced. 
'To review local government, it is proposed to set 
up two Local Government Commissions, one for 
England and one for Wales, to recommend the 
creation and extension of country boroughs, changes 
in county boundaries and the organization, of бољ- 
urbations. These Commissions would make recom- 
mendations which would be published  after* 
consulting local opinion. The Minister would submit 
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to Parliament orders giving effect to these recom- 
mendations with such changes as he thought fit. 
This procedure would obviate the necessity for 
promoting private bills. Higher standards of popula- 


tion for promotion to county borough status are’ 


recommended and the pattern of administration in 
conurbations should be simplifed by reducing the 
number and variety of local authorities. Much of the 
text of the White Paper is not applicable to Greater 
London. Once orders have been confirmed by 
Parliament following a review by the Commission, it 
is proposed that there should be a standstill on 
further changes for a substantial period – the local 
authority associations have suggested fifteen years. 

It is therefore apparent that the White Paper does 
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not propose making a large number of sweeping . 


changes all at once but prefers the piecemeal and 
gradual approach. Clearly, the extent to which these 
two methods of approach can be considered to 
amount to the samé thing in the end depends on the 
powers and composition of the Local Government 
Commissions. The strength of the case for direct 
Parliamentary action in these matters lies in the 
ability of the central Government to take a view 
above local factions. It remains to be seen how far 
the new Commissions will be able to do the same. 


Stabilizing Prices and Costs 


The Government issued a statement recently 
summing up its views on the recent series of dis- 
cussions about stabilizing prices. It is clear from the 
tenor of the announcement that the Government is 
well pleased with the results achieved so far. It 
points out that retail prices have been comparatively 
steady for the last two or three months, that exports 
have shown an increase in the first half of 1956 and 
that there has been a big improvement in the balance 
of payments position and in the gold reserves.’ 

The Government are of the opinion that the 
recent series of discussions has made a useful contri- 
bution towards this improvement. More than that, 
it is clearly impressed by the success of the technique 
of consultation between Government and industry 
which has been tried out by the Prime Minister. It 
will no doubt use this method of putting its view 
across to responsible leaders of both sides of industry 
on future occasions. 

Appeals to stabilize prices made in this way have 
an influence which is difficult to assess. Measured in 
terms of self-interest and professional bargaining, 
they shine like a good deed in a naughty world, 
little more than that. Yet, in this ае еу һауе 
a subtle appeal of their own. They belong to that 
vague but powerful set of social sanctions which make 
British people queue patiently for buses and cinema 
seats rather than fight in a confused rabble for what 
they want. Their efficiency hinges upon basic 
decency and orderliness rather than cold logic. The 
power of such sanctions must not be underestimated, 
however. At times they may succeed where the law 
of the jungle fails. 
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REVIEWS 


Standard Handbook for Accountants 
Edited by J. K. Lasser Tax Institute 


(McGraw-Hill Publishing Co Ltd, London. 
£5 12s 6d net) 


This large volume of over 1,400 pages, described as 
a modern encyclopaedia of auditing and manage- 
ment, has been prepared by sixty-two specialists 
under the editorship of the late Mr J. K. Lasser. 
{t contains sections on the operation of a practising 
accountant’s office, the planning and management 

| of audits, systems, report writing, financial ratios 
and forecasting and concludes with a survey of the 
basic fundamentals of certain specialized aspects of 
professional work. . 

There is nothing academic in the approach of the 
contributors to their selected subjects. The emphasis 
throughout is on the practical and a high level of 
objectivity has been maintained throughout. Even 
allowing that,the book has been compiled primarily 
for American accountants, and therefore, of necessity, 
contains many legal and fiscal references applicable 
only to the United States, the treatment is such 
that accountants anywhere should profit from reading 
it. This handbook is one of a series on subjects as 

.far apart as metallurgy and meteorology. If the 
Others are of a like standard, then the publishers are 
to be congratulated on producing what must be a 
technical university in print. 


The Stock Exchange Official Year-Book, 1956 
Volume I 


(Thomas Skinner & Co (Publishers) Ltd, London) 
(Complete edition of two volumes, £8 net) 


Volume I of this well-known work extends to some 
1,750 pages, embracing special statistics of Govern- 
ment and municipal finance, information on 
Government securities and details of the securities 
of municipalities and other corporate bodies, includ- 
ing the nationalized industries. T'he company section 
includes all companies of every category except the 
‘Commercial and Industrial’ and ‘Mines’ sections, 
which will appear in Volume II, to be published later 
in the year. 

In a section on investment trusts there is a table 
showing, whenever available, the book value of each 
trust's investments, their valuation and their distri- 
bution both as to classes of security and geographic- 
ally; while in a supplement near the endef the volume, 
particulars of recent issues, received too late, for 
classification, are given. 

The year-book, which maintains the high standards 
of the many previous editions, concludes with fifty 


pages of general infofmation on stock exchange. 


The Principles of Modern Book-keeping 
by W. R. Hamilton, F.C.A. 
Third Edition 
by B. J. Davis, F.C.A. 


(Gee and Co (Publishers) Ltd, London. ios net, 
10$ 8d by post) 

"This scholarly treatise on book-keeping first appeared 
in 1912 and the passing of the years has not affected 
the soundness of the author's philosophy. Тће editor 
of the present edition, Mr B. J. Davis, F.c.a., has 
substantially rewritten the second part which deals 
with the application of the principles in special 
cases because, though the fundamentals remain, 
fashions in the manner of presentation change. 

'To those who think that double-entry book- 
keeping is merely an arithmetical exercise, this book 
is a challenge. It is gracefully written and when the 
leather-bound, brass-locked ledger has long been 
replaced by the electronic computer; historians will 
turn to it for a stylish and sensitive appreciation of a 
lost art. . 

Kelly's Draftsman 
Tenth Edition 
by W. J. Williams, B.A., Barrister-at-Law 


(Butterworth & Co (Publishers) Ltd, London. 
525 6d net) à 
It is six years since the last edition of this handy 
book of precedents was published and of course a 
revision had become necessary. The editor has taken 
the opportunity to make considerable additions, both 
to the precedents and to the extremely useful foot- 
notes. For the first time there are precedents of 
settlements expressly designed to avoid income tax 
or surtax; some of these will need to be used with 
care if estate duty also is to be saved. It need scarcely 
be said that any settlement which sets out to avoid 
taxation needs to be drawn with the greatest circum- 
spection. 


SHORTER NOTICES 


Tue Pnorrrs Tax SIMPLIFIED, 1954-55 Edition with 
1955-56 Supplement, by Arthur Rez, B.COM.(LOND.), 
F.RECON.S., В.А.С.С.А. (Barkeley Book Со Ltd, 
Stanmore, Middlesex. 5s net.) The 1955-56 supple- 
ment to the 1954-55 edition covers six pages and 
sets out, with examples, the effect of the changes 
introduced by the Finance (No. 2) Act, 1955. 

THE CHAMBERS OF COMMERCE MANUAL, 1955-56. 
(Published for The Association of British Chambers 
of Commerce by United Trade Press Ltd, London. 
£2 fos net; £2 25 to members of Chambers of 
Commerce affiliated to the A.B.C.C.) The new 
egition of this well-produced manual extends to 
790 pages. It contains a Chamber of Commerce 


commissions, stamp duties, trustee securities and ‘directory and six other sections which give useful 


other items of interest for reference. . 


information on industrial and commercial matters, 
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fuel and power, transport and communications, 
overseas trade and the British Commonwealth and 
Empire; there is also a glossary of terms and an index. 


RECENT PUBLICATIONS 


INTEGRATED ACCOUNTING (for examinees), by J. E. Smith, 
A.C.W.A., and J. C. W. Day, B.COM.(LONDON.), F.A.C.C.A. 
pp. 84X54. Paper cover. 3s 6d net. Edward Arnold 

(Ра lishers) Ltd, London. 

5.1. EFFECTS, а table recording the effect of Acts, Statutory 
Instruments, etc., on previous Statutory Rules and Orders 
and Statutory Instruments as at December 318t, 1955. 

: 259 pp. 94X6. 8s net. H.M.S.O., London. 

Economic COMMENTARIES, by Sir Dennis Robertson. 

vii-- 174 pp. 8X54. 16s net. Staples Press Ltd, London. 

INTRODUCTION TO Brrrish Economic STATISTICS, by 
Ely Devons, Robert Ottley Professor of Applied Eco- 
nomics in the University of Manchester. vii+255 рр. 
225 6d net. 7$ X 5. Cambridge University Press, London. 

PHLIPS’ PROBATE AND Esrargs Dury РВАСТСЕ, sth 
edition, 1956, by D. C. Sealy-Jones, LL.M. хју 654 pp. 
91 X6. 55s net. The Solicitors’ Law Stationery Society 
Ltd, London. 

ARY Вила, their collection and negotiation. A. 
reprint from The Bankers’ Magazine. 35 pp. 94X64. 
2s 6d net. Waterlow & Sons Ltd, London. 

Work IN THE WELFARE AGE, London Press Exchange 
Papers No. 
change Ltd, Tondon 


THE ACCOUNTANT 


4. 36 pp. 9ї x 7. The London Press Ex-. 
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Tue MANUAL ОР MODERN BUSINESS EQUIPMENT, Parts 9-13. 
8% X 54. Each part 4s 6d net. Complete work (to consist of 
twenty-five parts, including two loose-leaf binders) by 
subscription, £5 5s. Macdonald & Evans Ltd, London. 

Summary OF STATUTORY AND OTHER REQUIREMENTS in the 
production of annual accounts of companies, 3rd edition. 
43 PP. 13 X 8. 7s 6d net; post free (Inland) 7s 11d. Gee 

(Publishers) Ltd, London. 

READINGS IN MARKET RESEARCH, a selection of papers by 
British authors. xxxvi + 235 pp. 10 X 7. 35s net. British 
Market Research Bureau Ltd, London. 

Tae REGISTRATION, MANAGEMENT AND WINDING-UP OF 
COMPANIES IN боотн Arrica, by David Shrand, M.COM., 
A.8.A:A., С.А.(8.А.), and А. А. F. Keeton, B.A., LL.B. ix + 303 
.pp. 10 X 6. 66s net. Juta & Co Ltd, Саре Town; Sweet 
& Maxwell Ltd, London. 

COUNTRY INDEX oF ANNUALS, Directories, Уно'з Ҹно 
AND Press GUIDES. 5s net. Publishing & Distributing Co 

. Ltd, London. 

OVERSEAS NEWSPAPERS AND PERIODICALS, sth edition. 
xvi + 170 pp. 84 X 54. 7s 6d net, cloth cover; ros net, 
bound. Publishing & Distributing Co Ltd, London. 

OVERSEAS Direcrorigs,e WHo’s Мно, Press GUIDES AND 
Ygar Воокз, oth edition. 16 pp. 31 X 54. 5s net. 
Publishing & Distributing Co Ltd, London. 

Tur EcoNoMiCc CONSEQUENCES OF AUTOMATION, by Paul 
Einzig. xi + 226 pp. 84 X 54. ars net. Martin Secker 
& Warburg Ltd, London. 

A SIMPLE GUIDE TO SHAREHOLDING AND COMPANY Ас- 
counts, by John. Wood. 1956 Budget révised edition. 
131 pp. 8 X 5$. 9s 6d net. Putnam & Co Ltd, London. 


FINANCE AND COMMERCE 


The Suez situation continues to dominate the stock- 
markets and there is a natural disinclination on the 
part of investors as a whole to open fresh business. 
Oil shares have suffered heavily and in home in- 
dustrial and gilt-edged sections there has been a 
steady slide in values. Increase in the Canadian 
Bank rate brought profit taking in Canadian issues 
which had enjoyed a sharp rise on a 'hedge invest- 
ment' basis. Canada's long-term economic expansion 
is in no doubt but some temporary check to the 
pace of development in the Dominion is desirable. 


Raphael Tuck 


The accounts of Raphael Tuck & Co Ltd have been 
still further delayed this year by the effects of the fire 
at the company's Northampton factory and store in 
October 1954. At the end of last month, the stock- 
holders in annual meeting were considering the 
accounts of the year to April 30th, 1954, so that the 
position was fifteen months old. The directors went 
to the Board of Trade for the permission under 
Section 148 (1) and hd the Companies Act. 
It took something 

settlement with the assessors to the insurance com- 
panies of the company's claim for stocks destroyed in 
the fire in which the company lost its largest ware- 
house and factory building and its main stook of 
finished goods. Difficulties in arriving at agreement 
both on volume and on values were accentuated.b 
the fact that records were also lost and there had t 
be a reconciliation of stocks involving "long, detailed 


and intricate calculation’. 
s 


e twenty months to reach а. 


In addition to the loss of stock claim, there were 
further claims for the loss of the building and for 
plant. These also have now been settled, but there 
still remains outstanding the claim under a conse- 
quential loss policy. Coverage under this policy was 
for twelve months from the date of any outbreak of 
fire, but because computations of losses incurred 
under this claim could only be started after settlement 
of the claim for loss of stocks, it was not possible to 
credit the 1954-55 profit and loss account with any 
compensation under the claim for losses through 
cessation from, and interference with, trading. 

The fire happened nine weeks before Christmas 
and entailed the loss of practically the whole of the 
company’s finished stocks of cards, books, pictures. 

Fire ~ the good servant but bad master — is terrible, 
and readers may well review their precautions and 
cover, especially in the preservation of records so vital. 
in the reconstruction. It is curious that business 
records have no place in a balance sheet that could 
not exist withoyt them. The value of the machinery 
that produces them – calculators, typewriters, etc. ~ 
is well looked after, but the product of that machinery 
has no value until а fire wipes it out. And then it is: 
irreplaceable. | 

* Profits Tax 
Wheh men make a written code to regulate their 
affairs and constantly alter it to keep pace with 
changing conditions, absurdities. will creep in. But 
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With this thought in mind, we read Air Com- 
modore J. А. Cecil-Wright, the chairman of Warne, 
Wright & Rowland Ltd, on company taxation and in 
particular the iniquity of profits tax on preference 
dividend distributions. 

Those who provide the risk capital, he says, are 
compelled to pay a heavy tax on dividends received 
by others even if they follow the Chancellor's exhor- 
tations to their logical conclusion and agree to take 
no interest at all on their own investment. He looks 
forward to the adoption of the Royal Commission's 
recommendation for a single undifferentiated rate of 
tax on company profits. 

Meantime, the equity holder, when he can, gets 
round the obstacle by raising money in unsecured 
loan stock instead of in preference capital. 


More Half-time Figures 


The building societies have now started to issue half- 
year’s figures. So far, we have seen statements from 
the Alliance Building Society, the Co-operative 
Permanent Building Society, and the Halifax 
Building Society. 

Members of building societies are in a different 
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sphere of investment from those who hold the wide 
range of securities with stock exchange quotations. 
They lead a more placid life away from the hurly- 
pu. of market fluctuations in share prices, industrial 
disputes and revolutions in boardrooms, etc. But 
they are still people to be considered. 

In the wider consideration, there is the fact that 
the building societies are a very big part of the 
country's financial machinery, and the movement in 
Shares and deposits, advances and withdrawals, etc., 
are statistically important. And statistics, like any 
other figures of progress and decline, are the better 
for being fresh. 


Money Market 


Maintaining its bid at £98 14s 11d at the Treasury 
bill tender on August roth, the discount market 
succeeded in obtaining 62 per cent of the {£280 
million of bills on offer. The average discount rate of 
£5 os 5:841 per cent showed little change. Total 
applications were £409,905,000. This week's offer 
is £280 million against maturities of £250 million. 
Money market conditions this week have been 
dominated by the repayment of £167 million of the 
unconverted 24 per cent National War Bonds. 





RAPHAEL TUCK & SONS LIMITED 


CONSOLIDATED. PROFIT AND LOSS ACCOUNT 
for the YEAR ENDED 30th APRIL, 1955 












































£ £ LOSS FOR THE YEAR OF THE GROUP BEFORE TAXATION after charging all £ £ 
expenses, and including items specified in Note |, bur not Including. the еее 
Profit 4,440 m for consequential loss referred to In Note 2 2 44,764 
Add: Taxation— 
Deduct 8,587 Income Tax on the profits for the year of subsidiaries 9,300 
2,700 Profits Tax on Distributions .. 1,297 
11,287 10,597 
9,512 Less: income Tax recoverable, arising from the loss of the Parent Company 9242 
1,775 —— 1,355 
Prefit 2,665 NET LOSS OF THE GROUP 46,119 
Add: Proportion of profi of subarea attributable to the i interests of Outside 
Deduct 2,16! Shareholders  .. 54 1,471 
Profit 504 GROUP LOSS ATTRIBUTABLE TO RAPHAEL TUCK & SONS LIMITED 47,590 
Add: Proportion et pete rarained by subsidiaries: 
Deduct 4,148 In Engiand ya EN € 3,389 
Loss 16 The Amaran Subsidiary du Loss i5 
4432 — 3,374 
NET LOSS DEALT bod n THE ACCOUNTS: OF RAPHAEL TUCK а SONS 
3,628 LIMITED .. 55 e. 50,964 
BALANCE OF PROHT OF RAPHAEL TUCK & SONS LIMITED BROUGHT FOR: 5 
45,708 WARD AT gh APRIL, 1954 .. 28 Wes * led : У 35,205 
42,080 15,759 
Add: Adjustment of Income Tax on Final Ordinary Dividend accrued at зов April; 
— 1954, due to reduction of standard rate T 156 
Deduct 6875 Ordinary Dividends—595—net .. ex ks m Ve — 
DEFICIT OF RAPHAEL TUCK & SONS pias CARRIED FORWARD AT ne 
Profit 35,205 APRIL, 1955 15,915 
53,125 Unappropristed rrofte of пыла ia Е eid broughs fo Бана at 30th " 
1954 v ан 57,73 
4,148 M Profits й key year retained E "a 3,389 
57273 А = 60,662 
£92,478 e CONSGUDATED BALANCE OF PROFIT CARRIED PORWARD AT 30th APRIL, 1955 £44747 


See Notes 3 and 4°... 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Valuation of Goodwill of Accountancy 
Practice 


Sin, ~ I should be interested to have the views of your 
readers in regard to the present-day basis for the 
valuation of goodwill in a small-sized firm of practis- 
ing accountants. ` 

In the light of present-day overheads within the 
profession, it is assumed, rightly or wrongly, that a 
number of years’ purchase of ‘gross recurring fees’ is 
a basis that is hardly ever used. Assuming that the 
‘net profits basis’ is the normal method of calculation, 
how many years’ purchase would one expect to have 
to pay in the case of a small firm? 

Yours faithfully, 
PRACTITIONER. 


Company Meetings: Minutes 


Sir, – I venture to disagree with the views expressed 

by Mr W. S. Wilson in his letter contained in your 

issue of August 4th. Subsection (2) of Section 145 

of the Companies Áct, 1948, provides that minutes 

shall be accepted as evidence of the proceedings at 

a meeting if they are signed by the chairman of the 

meeting at which the proceedings were held or by the 

chairman of the next succeeding meeting. 1t is 
therefore submitted and generally recognized: 

(1) That there is no necessity for minutes to be 
approved by the persons who were present at the 
relevant meeting, and, in fact, the chairman can 
sign the minutes outside a meeting. The practice 
of reading minutes at the next meeting or cir- 
culating them to members in the case of board 
meetings, arises from the fact that minutes are 
only prima facie evidence and a dissenting member 
could take legal proceedings to have inaccurate 
minutes corrected. 'lhis practical measure is 
therefore adopted to enable objections to be 
raised before the minutes are actually signed. 

(2) That minutes of a general meeting can be signed 
at the next board meeting. The Act does not 
specify that they must be signed by the chairman 
of the next general meeting and, in any event, 
the legal requirements are satisfied if they are 
signed by the person who took the chair at the 
general meeting concerned. 


(3) That a resolution to approve minutes is un- 
necessary. у 

4) That minutes are never confirmed as stated in the 
last sentence of Mr Wilson's letter. Minutes are a 
record of the proceedings and the resolutions 
passed at a meeting, and, as such, confirmation is 
„unnecessary and the use of the word is misleading. 

Yours faithfully, * 


London, EC2. A. K. MARTIN. 


Church Accounts 


Sm,-I should be grateful to have the views of 
readers on the form of church accounts. - 

Section 8 of the Parochial Church Councils 
(Powers) No. 1 Measure, 1921, states that: 

‘every Council shall furnish to the annual church 

meeting an account made up to December 31st, 

immediately preceding such meeting setting out 
the council's income and expenditure during the 
year together with a statement of the funds and 
property if any remaining in their hands at the date 
of the account'. | 
I interpret this as meaning an income and expenditure 
account together with, presumably, a balance sheet, as 
do also Spicer & Pegler in their text-book Practical 
Auditing (page 466 — eighth edition). 

Many churches, however, appear to prepare only a 
receipts and payments account. Just recently I was 
given a parish magazine of a central London parish, 
in which the accounts were printed, and these, 
although signed by one of the large firms of chartered 
accountants, were nevertheless in the form of receipts 
and payments. 

I would mention that the church of which I do the 
audit now have an income and expenditure account 
and balance sheet, thus giving the council the full 
financial position. 

Yours faithfully, 
London, SE24. DENNIS К. RANSTED, A.C.A. 


Mr Grits and t’ Inspector 


Sir, – Having served as an Inspector in the north, I 
enjoyed very much the story by ‘Senex’, in The 
Accountant of August 4th, but I must suggest that 
in one respect the author is not quite fair to my old 
colleagues. 

An Inspector who knows his job is likely to raise 
the question of living expenses at the earliest possible 
stage of a back duty inquiry; but if he is a gentleman, 
whether or not he talks ‘proper posh’, he does not 
obtain information from an unsuspecting shop- 
keeper by producing tea and cigarettes and simulating 
a friendly interest in his private life. He first tells the 
taxpayer fairly that his returns or accounts are under 
inquiry and that the questions he will be asked are 
relevant to that inquiry. | 

It is more than likely that before asking any 
questions he will suggest that the taxpayer should 
consider obtaining professional advice. 

А Yours faithfully, 

„London, E18. V. P. GOOK. 
[Senex writes: How odd! Your correspondent admits 
o enjoying what he recognizes ав a ‘story’ and then 
proceeds to criticize it as though it were a serious 
Hi E Does he allow a writer of fiction no licence at 
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TAXATION CASES 


Full reports of the cases summarized in these columns will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Beach v. Reed Corrugated Cases Ltd 

In the High Court of Justice (Queen's Bench Division) 
. May 7th, 1956 
(Before Mr Justice PILCHER) 
Income tax — Assessment of damages – Action by manag- 
ing director for a ul dismissal - Tax element tn 
assessing damages — ther investment income to be 
considered. 


By a service agreement made in 1950 the plaintiff - 


was appointed managing director and general 
manager of the defendant company for fifteen years 
from December 2185, 1950, at a salary of £5,000 a 
year. The service agreement, as amended by a 
supplemental agreement in 1951, provided that on his 
attaining the age of 55 years or at any time thereafter 
the plaintiff could, on giving three months’ written 
notice, resign from his offices, and then the company 
would appoint him as technical adviser and would 
pay him a salary equivalent to two-thirds of his 
previous salary, until he reached the age of 65 years. 
This appointment as technical adviser was also to be 
made if the plaintiff should by ill health be prevented 
from performing his duties as managing director and 
general manager. In addition to his salary as managing 
director and general manager the plaintiff was also to 
receive director's fees, which in the material years 
amounted to £578 a year. 

The plaintiff had a private income of about £20,000 
a year mainly from investments, and he paid away a 
considerable proportion of the £20,000 a year under 
deeds of covenant to relatives and friends. 

Pho August 26th, 1954, the defendant terminated 

laintiff's service agreements, and in an action 

Es bread of contract and wrongful dismissal the 
plaintiff claimed damages in respect of loss of salary 
and director's fees for (1) the period from August 
26th, 1954, to April sth, 1956, which was for con- 
venience taken as the date of the trial, (2) for the 
period from April 6th, 1956, until he reached the 
age of 65 on December gth, 1966. He also claimed 
damages in respect of loss of benefit under the 
company's retirement benefit scheme for directors. 
In respect of the period at (1) above it was agreed 
between the parties that the plaintiff's net loss, after 

ing income tax and surtax into account, was 
£1,375. The salary and fees that the plaintiff would 
have received during the period at (2) above was 
£48,000, and if his investment income were taken 
into account, his net loss for that period, after 
providing for income tax and surtax, would have been 
about £4,650. + 

Held, (1) that there was no difference in principle 
between damages for personal injury and damages for 
wrongful dismissal; (2) that little regard should be 
paid to the plaintiff's income from investments in 


computing the amount of the damages, as the invest- 
ments might be disposed of at any time; (3) that 
nothing should be included for the loss of director's 
fees or of retirement benefits; (4) that the sum to be 
awarded as damages was £18,000. 


London Investment and Mortgage Co Ltd 
v.C.LR. · 


In the High Court of Justice (Chancery Division) 
May ioth, 1956 
(Before Mr Justice ОрЈонм) 
Income tax – War damage – Value payment — Property- 
dealing company — Whether value payment a receipt of 
trade — War Risks Insurance Act, 1949, Section 96 — 
War Damage Act, 1943, Sections 6, 7, IO, ІІ, 23, 36, 
66, 79, 96, 113, 127 – War Damage (Public Utility 

Undertakings etc.) Act, 1949, Section 28 — War 
Damage (Increase of Value Payments) Order, 1947, 
Article 3. 

The company carried on business as a property- 
dealer, and during the war some of its buildings were 
damaged or destroyed by enemy action. Value pay- 
ments were received by the company under Section 7 
of the War Damage Act, 1943. 

The Special Commissioners decided that the value 
payments were trading receipts of the company. 
They also decided that where the company spent 
money on repairs or rebuilding up to the amount of 
the value payment the company was not liable to 
include the value payments on the receipts side of its 
accounts. 

Held, that the value payments were not trading | 
receipts. 


New South Wales Commissioner of Stamp 
Duties v. Permanent Trustee Company of New 
South Wales 
In the Privy Council ~ May 16th, 1956 
(Before Viscount SIMONDS, 

Lord Morton or Henryton, Lord COHEN 
Lord KEITH or AVONHOLM and 
Lord SOMERVELL OF HARROW) 


Estate duty — Gift inter vivos — Settlement — Settlor 
empowered by beneficiary to deal with income ~ Whether 
bona fide possession and enj retained by bene- 
ficiary – New South Wales Stamp Duties Act, 1920- 
1940, Section 192 (2) (4). 

In,1924 a settlor transferred a fund to the res- 
pondent in trust for his daughter. Until the daughter 
attained the age of thirty or married with her parents' 
written consent, the trustee was to apply income for 
her maintenance, education and support, and when 
‘she reached the age of thirty the trustee was to pay 
over the trust fund to her together with all accumu- 
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lated income. The daughter married in 1938, and 
attained the age of thirty in 1940, when she became 
absolutely entitled to the corpus of the fund. 

In 1938, the daughter, at the settlor's request, 
authorized the trustee to take the settlor's instruc- 
tions in all matters concerning the trust and in 
relation to a new account, which was being opened 
by the settlor. in her name. She also wrote to the 
bank authorizing the bank to permit her father to 
operate on the account in the fullest possible manner, 
and she instructed the trustee to pay into the account 
any money coming to her from the trust. All the trust 
income was paid, therefore, into the bank account in 
question. Up to 1943 the settlor drew out almost all 
the income paid into the bank account, and used 
most of it for his own purposes. It was common 
ground between the parties that the sums so with- 
drawn were to be regarded as loans made by the 
daughter to the settlor without interest. The settlor 
died in 1946. The daughter had never herself drawn 
on the account, nor did she revoke any authority or 
instructions she had given. 

By the New South Wales Stamp Duties Act, 1920- 
40, Section 102 (2) (d), estate duty is imposed on any 
tnter vivos gift, of which bona fide possession and 
enjoyment has not been immediately assumed by the 
donee and thenceforth retained to the entire exclusion 
of the deceased or of any benefit to him of whatsoever 
kind. The appellant included a sum of £38,162 135 7d, 
‘the value of the trust fund at the date of the settlor’s 
death, in computing the dutiable estate of the 
deceased settlor. 

Held, that the £38,162 13s 7d was rightly so 
included, for from 1939 onwards the settlor was in 
full control of the trust income, so that the daughter 
did not retain bona fide possession and enjoyment 
of the trust fund to the entire exclusion of the settlor 
or of any benefit to him, so as to satisfy Section 


102 (2) (d). 


Sun Life Assurance Society v. Davidson 
Phoenix Assurance Co Ltd v. Logan 
In the Court of Appeal – May 17th, 1956 
(Before Lord Justice SINGLETON, 
Lord Justice Monnis (not present), and 
Lord Justice RoMER) 

Income tax — Life assurance business - Commission paid 
to stockbrokers — Stamp duty on transfers — Whether 
expenses of management — Assurance Companies Act, 


1870, Section 5 — Assurance Companies Act, 1909, . 


Sections 3, 4, 7 — Finance Act, 1915, Section. 14 – 
Income Tax Act, 1918, Section 33. 

The appellant companies carried on life assurance 
business, and were assessed to tax in respect об ће 
investment incomes without regard to their annual 
profits. Тће companies claimed to deduct as expenses 
of management (a) sums paid to stockbrokers on 
changes of investments; (5) stamp duties on transfers. 
Тће Special Commissioners decided that thé broker-* 
age and stamp duty should be treated as part of the, 
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cost of the purchase and sale of investments, and not 
as expenses of management. 

Held (affirming the judgment of Mr Justice 
Harman), that in view of the decision of the Court of 
Appeal in Capital & National Trust Ltd о. Golder 
(28 A.T.C. 236), neither the brokerage nor the stamp 
duty could be included in a claim for relief in respect 
of management expenses. ` 


Evans Medical Supplies Ltd v. Moriarty 
In the High Court of Justice (Chancery Division) 
May 18th, 1956 
(Before Mr Justice ОрЈонм) 

Trade — Agreement with Government to establish 
industry – Provision of ‘know-how’ — Whether sum 
received therefor a trading receipt – Income Tax Act, 
1918, Schedule D. 


The company carried on business as a manufacturer 
of pharmaceutical products and as a wholesale 
druggist, and had a world-wide trade. It had sub- 
sidiary companies and agencies abroad. 

The company had an agency in Burma aad in 1953 
the Burmese Government desired an industry to be 
established there for the production of pharmaceutical 
and other products. The company contracted to assist 
the Burmese Government in setting up the industry, 
and agreed that it would supply the Burmese Govern- 
ment with information and ‘know-how’, and would 
organize the factory in a manner stated in the agree- 
ment. The company was to receive ‘the capital sum 


‘of £100,000 from the Burmese Government’. 


The Special Commissioners decided that the 
£100,000 was received by the company in the course 
of its original trade or in the course of carrying on a 
new trade which began with the agreement with the 
Burmese Government. 


Held, that the £100,000 was a capital receipt. 


C.LR. v. White Brothers Ltd (in liquidation) 

In the High Court of Justice (Chancery Division) 

' Мау 18th, 1956 
(Before Mr Justice ЏРЈОНМ) 
Surtax — Appeal — No evidence by Crown – Submission 
by company of no case to answer — Whether submission 
rightly accepted — Finance Act, 1921, Section 21 (1), 
Schedule I, paragraphs І, 4, 5. 

The company's issued share capital срања of 
20,000 shares of £1 each, which were held by the 
two shareholders equally. The company was incor- 
porated іп 1928, and on May 5, 1950, it sold its 
business to а new company of the same name. 
Directions were made against the company, under 
Section 21 of the Finance Act, 1922, for the account- 
ing "periods ended April 3oth, 1947, to April 3oth, 
1949, and for the last period to May sth, 1950. 
Геге was no appeal against the last-mentioned 
direction. 

The company appealed against the other directions, 
and the case was gpened on behalf of the Inland 
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Revenue. The Crown called a witness and tendered 
certain evidence from the company's books and 
accounts. АЕ the conclusion of the evidence, the 
company submitted there was no case to answer and 
called no evidence. The Special Commissioners 
accepted the company's submission that there was 
по case to answer. 

The company's accounts showed that the business 
was a prosperous and steady one, and that during 
the accounting periods under appeal there was an 
expansion of the liquid assets. The directors had 
running accounts, in equal totals, with the company. 
No dividends were ever paid by the company. When 
the business was transferred to the new company on 
May sth, 1950, £16,928 of cash was retained by the 
old company and all the investments, which 
stood at £36,379, and the indebtedness of the directors 
to the old company was also retained by that com- 
pany. 

Held, that the Special Commissioners should not 
have accepted the submission that there was no case 
to answer even in cases where the onus is on the 
Crown. 

In re Flower’s Settlement Trust 
(In the High Court of Justice (Chancery Division) 
May 29th, 1956 
. (Before Mr Justice Џрјонм) 
Estate duty — Settlement — Trust for settlor's life — 
Invalid trust — Trust for widow — Widow predeceasing 
settlor — Trust for children — Whether resulting trust 
during settlor's lifetime — Whether children's interests 
accelerated — Finance Act, 1894, Section 1. 

By a deed of settlement made in 1936 the settlor 
directed the trustees to stand possessed of certain 
Scheduled assets during his lifetime. Under clause 2 
the trustees were to pay and apply the income for 
such charitable and benevolent purposes as they 
might from time to time direct, with power to 


accumulate income and to pay and apply accumu- . 


lations for the like purpose. By the first proviso to 
clause 2 it was declared that the objects of this trust 
were not confined to purposes which according to law 
would be charitable, but were to include a number 


of non-charitable purposes. By the second proviso to · 


the same clause no application or payment was to be 
made which would directly or indirectly benefit the 
settlor or any of the trustees. 

After the settlor's death the trustees were to hold 
the trust fund for the settlor's widow for life, and 
then were to hold the capital and any undistributed 
income for the three children in equal shares. The 
testator's wife died in her husband's lifetime. Тће 
testator died in 1950. It was common ground that 
the clause 2 trust was invalid. At the date of the 
testator's death there was a considerable amourit of 
accumulated income. 

The Inland Revenue claimed estate duty on thg 
settlor's death on the footing that there had then been 


a passing of the scheduled assets, in that the invalid. 


clause 2 trust had caused a resulting trust to arise to 
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the settlor during his lifetime. It was contended on 
behalf of the trustees that although the clause 2 
trusts were invalid, the power to accumulate in that 
clause remained valid and that therefore the sum 
actually accumulated during the settlor's lifetime did 
not belong to him. It was contended further that there 
was no resulting trust because of the second proviso 
to clause 2, and that there had been an acceleration of | 
the interests of the widow and the children owing. to 
the invalidity of the clause 2 trust. 


Held, (1) that the power to accumulate was invalid 
together with the rest of the contents of clause 2; 
(2) that the arising of a resulting trust to the settlor 
was not barred by the second proviso to clause 2; 
(3) that a resulting trust arose to him in his lifetime, 
and the widow's and children's interests were not 
accelerated. 


In re Harrison's Settlement 

(In the High Court of Justice (Chancery Division) 
June rath, 1956 
(Before Mr Justice Орјонм) 
Estate duty — Settlement — Income payable to niece for 
life — Income becoming payable to other fersons during 
miece's lifetime — Death of one of those persóns in 
niece's lifetime — Whether aliquot part of capital 
passed for estate duty purposes — Finance Act, 1894, 
‘Section I. 

In 1923, a settlement was made whereby iei income 
of the trust fund was to be paid to the settlor's niece: 
during her life. If, however, the niece should become 
or be a nun, the income was to be held in trust for 
her brothers and sisters and their children equally 
per stirpes. On the death of the niece the trust fund 
was to be held for her children or remoter issue, and. 
if she had no issue, for her brothers and sisters 
living at her death and their children per stirpes. 

The settlors brother had eight children. The 
niece had become a nun in 1919, and had remained 
one ever since. Accordingly, from the making of the 
settlement the income was divided equally between 
her seven brothers and sisters. One of her sisters died 
in 1953, and estate duty was claimed on her interest 
in the trust fund. It was agreed between the parties. 
that there was a passing under Section 1 of the 
Finance Áct, 1894, on the death of the sister, and it 
was also agreed that Section 2 of the Act did not apply. 

It was contended on behalf of the trustees that that 
which passed on the death of the sister in 1953 was. 
an estate per attire vie determinable on the death of 
the settlor's niece or on her ceasing to bea nun during 
her lifetime. It was contended on behalf of the 
Inland Revenue that estate duty was payable upon 
a share of the tgist fund corresponding to the aliquot 
share of income that had been enjoyed by the deceased. 
sister. . 

Held, that at the death or the sister there was in. 
existence a gift of income to her and her six brothers. 
and sisters in aliquot shares,*and that on her death 

* there passed for estate duty purposes a о Done 
aliquot .sbere of the capital of the trust fund. 
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C.I.R. v. Pollock & Peel Ltd (in liquidation) 
In the High Court of Justice (Chancery Division) 
June 14th, 1956 ` 
(Before Mr Justice Urjonn) 


Profits tax — Issue of bonus shares — Liquidation – 
Surplus in liquidation – P. of surplus to share- 
holders - Whether a gross relevant distribution — 


Finance Act, 1947, Sections 30, 34, 35, 36 – Finance 
Act, 1951, Section ЗІ. 

The company was incorporated in 1942 with an 
issued capital of 2,004 shares of Хт each. The com- 
pany carried on an engineering business, and in 1952 
the capital was increased by the issue of 28,056 new 
Shares, which were made fully paid up following the 
transfer of £28,056 from a reserve account and from 
the profit and loss account. Thus the issued capital 
thereafter consisted of 30,060 fully paid shares, and 
these were held by the only two shareholders. On 
October 31st, 1953, the company went into liqui- 
dation, and a new company acquired all the assets 
except a sum of money which was retained by the 
liquidator. The consideration for the transfer of the 
other assets was an issue of shares in the new com- 
pany, which were taken by the two shareholders of 
the old company. After discharging the debts of the 


old company and the costs of the administration е. 


liquidator had the sum of 
to the two shareholders. 

The Inland Revenue contended that the £15,030 
was a gross relevant distribution for the last charge- 
able accounting period of the company, namely, the 
period from January rst, 1953, to October 31st, 1953. 
In support of this contention the Inland Revenue 
argued that the £15,030 had to be deemed to be a 
distribution by virtue of Section 31 of thé Finance 
Act, 1951; and, alternatively, that the £15,030 
should be dissected so as to ascertain what part of it 
was capital, and that that part was a gross relevant 
distribution. l 


Held, that the £15,030 was not a repayment or 
return of share capital; that there was no warrant 
for dissecting that sum; and that the sum was not a 
gross relevant distribution for the purposes of profits 
tax. 


£15,030, which he paid 


Pyrah v. Annis & Co Ltd 

[n the High Court of Justice (Chancery Division) 

| June 15th, 1956 * . 

| (Before Mr Justice VarsEY) 

Income tax — Deduction. in computing trading profits – 

Vehicles ed under ‘A’ licence — Application to use 

tional vehicles — Application refused- Whether costs 

ff application deductible — Income Tax Act, 2952, 
ectton 137 (a). 

The company carried on business as a road haulier, 

ind for that purpose it held an ‘A’ licence under the 


Roád and Rail Traffic Act, 1933. The oompany, 


ipplied to the Transport Tribunal for a variation of 
:he licence, so as to enable the company to use 
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additional vehicles, but the application was refused. 

The company incurred {1,272 of expenses in 
connection with the application, and claimed to be 
entitled to deduct that sum in computing its profits 
for tax purposes. The company’s contention was 
accepted by the General Commissioners. 

Held, that the £1,272 was a capital expense, and 
accordingly was not deductible. 


C.I.R. v. Mardon 

In the High Court of Justice (Chancery Division) 
| June 19th, 1956 
: (Before Mr Justice VAIsEY) 
Surtax — Income of residuary estate — ‘Benefits received" 
— Receipt of capital sum — Whether that sum to be 
grossed up – Income Tax Act, 1952, Section 420 (2), 
(3). 

The respondent’s father died in 1945, and his 
mother was the tenant for life as to two-thirds of her 
husband’s residuary estate. The mother died in 1952, 
and the respondent was her residuary legatee. In the 
administration account of the mother’s estate there 
was an item of £3,011 145, which was income to the 
date of her death from her husband's estate. In the 
administration of the mother's estate, which had been 
completed, there was transferred to the respondent, 
in the form of cash and shares,.an amount of 
£13,102 5s 5d, which represented the corpus of the 
residue of 'the mother's estate, to which the 
respondent was entitled. This amount of £13,102 55 5d 
exceeded the total of the income received during the 
administration of. the mother’s estate, namely, the 
£3,011 145 plus a sum of £572 19s 9d representing 


dividends and interest. : 

The issue was as to the method of calculating the 
‘benefits received’ referred to in Section 420 (2) of 
the Income Tax Act, 1952, which provides (shortly 
stated) that if the aggregate of the benefits received 
'in respect of an absolute interest in residue does not 
amount to as much as the aggregate of the residuary 
income, that income is to be reduced accordingly. 
It was contended on behalf of the Inland Revenue 
that a sum representing benefits received has, for 
‘this purpose, to be calculated by grossing up the net 
amount of the benefits received. 

Held, that this contention was correct. 


Southern Railway of Peru Ltd v. Owen 


In the House of Lords - June 21st, 1956 
(Before Earl Jowrrr, Lord Oaxszy, 
Lord МасПевмотт, LORD RADCLIFFE, 
and Lord Tucker) 
Income tax — Remuneration of employees — Local legis- 
lation as to employees’ rights on cessation of employment 
— Sums due to employees at future dates — Whether 
deductible by employer when conditions fulfilled- — 
Income Tax Act, 1918, Schedule D, Cases I and П, 
Rule 3. 
The appellant company operated à railway in Peru, 
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and by the legislation of the Republic of Peru it was 
bound to pay compensation to its employees upon 
the termination of their services provided that certain 
conditions were fulfilled; the provisions of this 
legislation were deemed to be imported into all 
contracts of services. The effect of the legislation was 
that if an employee was dismissed he was to receive 
‘salary compensation’ according to a scale, and the 
employee had similar rights if he gave proper notice 
himself. 


'The company contended that provided that the 
employee was not dismissed for misconduct and 
provided he gave the necessary notice before resign- 
ing, the company became liable, year by year, to pay 
a specific sum, as deferred remuneration for that 
year, at the time when the employee's service did 
. terminate; and that, therefore, that sum should be 
allowed as a deduction for tax purposes in computing 
that year's profit. It was contended on behalf of the 
Crown that no liability to make the payment arose 
until an obligation to make the payment came into 
existence, and that that would be on the death or 
retirement of the employee; and that, therefore, the 
sum in question could not be deducted except in 
the computation for the period covering that date. 
The Special Commissioners decided in favour of the 
appellant. 

Held (affirming the decision of the Court of Appeal), 
that the sum in question could be deducted only in 
the accounting period in which the employment 
terminated. 


Fuge v. McClelland 
In ‘the High Court of Justice (Chancery Division) 
June 22nd, 1956 
(Before Mr Justice УАЈБЕУ) - 
Income tax — Lecture fees – Whether income from office 
or employment ~ Whether income ‘from profession or 
vocation. 

The appellant's wife, who was a teacher in a 
school, was also a part-time lecturer in the evenings 
at an institute for further education. The issue was 
whether her earnings from the giving of the lectures 
were assessable under Schedule E or Schedule D. 


Held, that they were assessable under Schedule E. 


C.I.R. v. Buchanan 


In the High Court of Justice (Chancery Division) 
June 22nd, 1956 


(Before Mr Justice VarsEY) 


Income: tax — Settlement on children — Protected life 
fnterest — Surrender of life interest to children — Whether 

the surrender a settlement by the parent — Finance Act, 
1936, Section 21. 

In 1927, under the will of the then Lord Iveagh, 
the father of Lady Dufferin and Ava became entitled 
to a life interest in a share of the residue of Lord 
Iveagh’s estate, with remainder to the father’s issue. 
Lady Dufferin and Ava took, however, only life a 
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interest in succession to her father, with remainder 
to her children. By her marriage to the Marquis of 
Dufferin and Ava she had three children. The 
Marquis was killed in the war and she married the 
respondent. In 1948 Lady Dufferin and Ava executed 
a deed surrendering her life interest, in favour of her 
children. That life interest was then in remainder 
expectant on the death of her father, who surrendered | 
his own life interest on the following day. The 
result of these surrenders was that the three children 
of Lady Dufferin and Ava became entitled in 
possession to their grandfather’s share, or part of 
that share, in Lord Iveagh’s residuary estate. 

In the years 1949-50 and 1950—51 the three children: 
were minors, and the income of their interests in 
Lord Iveagh’s residuary estate was expended for 
their maintenance and benefit. It was contended by 
the Inland Revenue that the income so expended had’ 
to be treated, under Section 21 of the Finance Act, 
1936, as income of the respondent, as the husband 
of Lady Dufferin and Ava, on the footing that she 
had made a settlement when she surrendered her life 
interest. 


Held, that Section 21 of the асе Act, 1936, 
was not applicable to the case because the life 
interest of Lady Dufferin and Ava was a life interest 
protected by the will of Lord Iveagh and was 
surrendered while it was still in Temainder; and that, 
accordingly, the income in question was provided not . 
bya parent of the three children but by Lord Iveagh. 


СЛ.В. v v. Parkhouse Collieries Ltd 
In the Court of Appeal – June 25th, 1956 


(Before Lord Justice SINGLETON, Lord Justice 
Morais and Lord Justice ROMER) 


Surtax — Undistributed income of company — Colliery 
company — Colliery business nationalized — Whether an 
investment company — Finance (No. 2) Act, 1915, 
Section 40 (2) — Income Tax Act, 1918, Section 14 — 
Finance Act, 1922, Section 21 — Finance Act, 1936, 
Section 20 — Finance Act, 1937, Section 14 — Finance 
Act, 1939, Section 14 — Coal Industry Nationalization 
Act, 1946, Sections 5, 19, 22 — Finance Act, 1947, 
TENDR 43 – Coal Industry (Мо. 2) Act, 1949, ‘Section 


"B to the end of the year 1946, the company 
carried on the business of a colliery owner, but on 
January 1st, 1947, that business vested in the National 
Coal Board pursuant to Section 5 of the Coal Industry 
Nationalization Act, 1946. Subsequent to January rst, 
1947, the company received interim payments under 
Section 1g of*the 1946 Act, and further revenue 
payments under Section 1 of the Coal Industry 
(No. 2) Act, 1949. T'he company was kept in existence 
solely for the purpose of obtaining the compensation 
due to it because of the nationalization of its business. 
„А final compensation award ‘was made to the com- 
" pany on August 7th, 1952, and on the 23rd of that 
month tht company was put into liquidation. 
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During the years 1947-48, 1948-49 and 1949-50, 
he company received interim income and further 


evenue payments, under the Acts of 1946 and 1949, 
nd it distributed substantial amounts in dividends. 
Che Inland Revenue made a direction against the 
:ompany for each of those years, pursuant to Section 
:4. of the Finance Act, 1939, and contended that the 
:огарапу had become an investment company within 
jection 20 of the Finance Act, 1936. On appeal the 
lirections were discharged by the Special Com- 
nissioners. Тће appeal was reheard by the Board of 
referees, and the Inland Revenue took the pre- 
iminary point that the Special Commissioners' 
lecision on appeal was conclusive and that no further 
ppeal lay. Тће Board of Referees were of the view 
hat the preliminary point was well founded, but, 
t the request of both parties, they heard the appeal 
in its merits, and decided that the income in question 
vas not investment income. 

Held (affirming the judgment of Mr Justice 
Janckwerts), (1) that the decision of the Special 
Zommissioners was not conclusive, and that a right of 
ippeal existed; (2) but that the company was an 
nvestment company during the years under appeal 
nd the directions were, therefore, valid. 


G. H. Chambers (Northiam Farms) Ltd 
v. Watmough 


n the High Court of Justice (Chancery Division) 
June 26th, 1956 


(Before Mr Justice VarsEY) 


"ncome tax ~ Machinery and plant — Annual allowance 
- Motor-car — Use for non-trade purposes — Personal 
"oice — Abatement ~ Income Tax Act, 1952, Section 
189. | 

The company carried on business as а fruit farmer, 
ind purchased a second-hand Bentley car for £6,995. 
1 was agreed that the managing director, who had 
roting control of the company, and who lived on the 
arm, used the car for private purposes to the extent 
f one-twelfth of the total mileage, and that the annual 
Шотапсе for the car should be reduced by that 
»ercentage. 

The car was expensively upholstered, and was 
ised for travelling to shows and demonstrations and 
o fetch spare parts. The total mileage was between 
ооо and 8,000 miles, mainly in short journeys. The 
nanaging director was the only person who drove 
ће car. The company formerly owned a car of 
nother make, which was expensive to maintain, 
ind the Bentley was bought in order to save the 
pense of maintaining the other саге 

The General Commissioners decided thate the 
'apital allowance of £1,749 should be abated by 
{1,020 55 for personal choice and then by £145 15s 
‘or personal use, and that the amount of the annual 
Шачапсе should, theréfore, ђе £583. . 


Held, that the General Commissioners’, decision 
sould not be disturbed. 


THE ACCOUNTANT 


171 


Escoigne Properties Ltd v. C.I.R. 


In the High Court of Justice (Chancery Division) 
June 28th, 1956 


(Before Mr Justice Vasey) 


Stamp duty – Conveyance on sale — Contract but no 
conveyance — Subsequent conveyance to sub-purchaser – 
Sub-purchaser a controlled company — Whether con- 
veyance exempt from duty Stamp Асі, 1891, 
Sections 54, 58 (4) ~ Finance Act, 1930, Section 42 – 
Finance Act, 1938, Section 50. 


In 1950 certain freehold and leasehold properties 
were sold to a-company (the first company), but no 
conveyance or transfer was executed. In 1954 the 
properties were sold by the first company to the 
appellant company, and conveyances of the legal 
estates and of the beneficial interests in the properties 
were executed. The first company owned all the 
shares in the appellant company. 

The Inland Revenue claimed ad valorem stamp 
duty on the conveyances on the ground that the 
exemption in Section 42 of the Finance Act, 1930, 
was not applicable, because there had been a previous 
conveyance or transfer, namely, by the first company 
to the appellant company, so as to cause Section 50 
of the Finance Act, 1938, to apply. 


Held, that there had not been such a previous 
conveyance or transfer as to be within the latter 
section, and that ad valorem duty was not payable. 


Countess of Kenmare v. C.I.R. 
In the Court of Appeal - July 2nd, 1956 


(Before Lord Justice SiNGLETON, Lord Justice 
Morais and Lord Justice ROMER) 


Surtax — Income from settlement — Settlor resident 
abroad — Settlement made abroad — Power to trustees 
to transfer capital to settlor from time to time — Whether 
settlement revocable — Whether settlement subject to 
United Kingdom law — Finance Act, 1922, Section 20 
(2) (a) — Finance Act, 1938, Sections 38 (2), 4x (4), 
Schedule III. 


The appellant, who was not resident or ordinarily 
resident in the United Kingdom, made, in 1947, a 
settlement governed by the laws of Bermuda. The 
settlement was in favour of the appellant’s three 
children, all of whom were adults, but there was a 
provision that the trustees could in their absolute 
discretion pay the income (or part thereof) to the 
appellant during her life. There was a further 
provision enabling the trustees in their discretion 
to declare that any part of the trust fund not exceeding 
£60,000, in any period of three years, should be held 
ip trust for the appellant absolutely, and any defici- 
епсу of one such period could be carried forward to 
the following period. The trust fund was invested in 


• the United Kingdom. 


It was contended on behalf of the appellant that the 
provisions of the settlement relating to the sums of 
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£60,000 did not constitute a provision for the revoca- 
tion or determination of the settlement; and that 
there was no authority for the imposing of surtax on a 
non-resident settlor in respect of income from a 
settlement made abroad and governed by the law of a 
place abroad. The Special Commissioners decided in 
favour of the appellant on the second contention made 
for her. 

Held (affirming the judgment of Mr Justice 
Danckwerts) that the settlement was revocable 
or determinable within Section 38 (2); and that the 
income thereof was taxable in the United Kingdom. 


J. H. Clarke & Co Ltd v. Musker 


In the High Court of Justice (Chancery Division) 
June 28th, 1956 
(Before Mr Justice VAISEY) 
Income tax — Pension scheme — Lump-sum payment — 
Business of partnership transferred to company – 
Whether spread of lump sum enures to company — 
Finance Act, 1921, Section 32. 

A partnership which carried on a business estab- 
lished a pension fund, and made a lump-sum payment 
of £7,650 to the fund. This payment qualified to be 
spread over ten years pursuant to Section 32 of the 
Finance Act, 1927. 

Subsequently, on April 8th, 1950, the business of 
the partnership was transferred to the appellant 
company, and there was a discontinuance of the 
business for tax purposes at that date. The company 
contended that it was entitled to deduct one-tenth 
of the £7,650 in computing the profits of the business 
for the year under appeal. 

Held, that as there had been a cessation of the 
business of the partnership and the setting up of a 
new business by the company, the latter was not 
entitled to the deduction claimed. 


Hart v. Sangster 
In the High Court of Justice (Chancery Division) 
July 3rd, 1956 
(Before Mr Justice VAIsEy) 
Income tax — Bank interest — Sum on deposit account – 
Further sum paid in — new source acquired — 
Income Tax Act, 1918, Schedule D, Case ПІ. 

Prior to 195x the respondent maintained a deposit 
account at a bank, and on March 16th, 1951, the 
account was in credit to the extent of £20,496. On 
the following day [2 million was paid into the account. 
On March 3oth, 1951, £250,000 was withdrawn. 
Interest was credited half-yearly on June 2oth, and 
December 2oth. 

On June 20th, 1951, the sum of £2,215 3: та was 
credited to the account. This sum was made yp of 
eighty-seven days’ interest on £20,496 to March 16th, 
1951; thirteen days’ interest on £2, 020,496 from 
March 17th to March 29th, less four days’ interest on 


£2 million, while the cheque for. that amount was , 


being cleared; and eighty-two days’ interest on 
£1,770,496 from March 3otheto June 2oth, less 
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fourteen days’ interest because the £250,000 was 
withdrawn without the requisite notice. 

Assessments were made on the respondent in the 
amount of £7,037 for 1951—52 and £29,371 for 
1952-53. The Inland Revenue contended that when. 
the £2 million was paid into the account, a new 
source was acquired by the respondent. The Special | 
Commissioners decided that the source of the interest 


‘on the £2 million was the original contract made 


between the respondent and the bank when the 
deposit account was opened. 

Held, that there had been an acquisition of a new 
source, in the form of a new contract with the bank, 
when the £2 million was paid into the account. 


Temperley v. Smith 
In the High Court of Justice (Chancery Division) 
July 3rd, 1956 
(Before Mr Justice УАЈ5ЕХ) 


Income tax — Profession or vocation ~ Medical practi- 
tioner — Endowment policies taken out by hospital — 
Sum assured payable to doctor at specified age- 
Policies assigned to doctor — Whether surrender values 
are income of profession - Income Tax Act, 1918, 
Schedule D, Case 11. | 

The respondent was a member of the medical staff 
of a voluntary hospital. In 1937 tbe hospital estab- 
lished a scheme in recognition of the voluntary 
professional services given by the members of its 
medical staff, and under the scheme endowment 
policies were taken out by the hospital on the lives 
of the respective members of the medical staff, and 
the premiums were paid by the hospital. The sum 
assured was to be paid to the member on his attaining 
the age of 6o, and proportionate amounts were payable 
if he resigned after various lengths of service. If the 
hospital ceased to be a voluntary one, the policy 
was to become the property of the member. Two of 
these policies were taken out on the Ше of the res- 
pondent. 

Under the National Health Service Act, 1946, the 
hospital became, on July sth, 1948, State-controlled 
and ceased to be a voluntary hospital. No premiums 
on the policies were paid after December 3155, 1946, 
and the respondent paid the premiums due on his 
policies after that date. The policies were assigned to 
the respondent on May 11th, 1948. 

The Inland Revenue contended that the surrender 
values of his policies at May 11th, 1948, formed а 
part of the respondent's income of his profession. It 
was contended for the respondent that the policies 
came to him as a testimonial. The General Com- 
missioners decided that the respondent had no choice 
but $o accept the policies, and that nothing should be 
included in respect of the policies in the computation 
of the respondent's income for tax purposes. 

Held, that the surrender values of the policies at 
May ixth, 1948, were receipts of the respondeht's 
profession, and had to be included in the computa- 
tion of his income from that source. 


August 18th, 1956 


THE ACCOUNTANT 


173 


ECONOMY THROUGH EFFICIENCY 
NEW OFFICE EQUIPMENT 


We have received from the manufacturers particulars 
of the office equipment mentioned below. 


Accounting and Electronic Accounting 


The National Class 1 58 ‘Full Proof’ Accounting Machine 
made by the National Cash Register Co Ltd, is specially 
suitable for smaller offices. It is a compact two-total 
machine capable of application to a wide range of book- 
keeping jobs by changing the form-bar at the back. 

The National 'Postronic is another book-keeping 
machine made by this company. It can be plugged into 
an ordinary electric circuit, and is claimed to be a fast 
and virtually error-proof device for records and for 
obtaining immediately essential information for close 
control, 

Labour Accounting with the Type 550 Electronic 
Calculator is the title of a useful brochure issued by 
the British ''abulating Machine Co Ltd. It explains 
how, by using punched cards and this new Hollerith 


type calculator, vital statistics can be provided in ' 


advance of final payroll figures. 

The company has produced a 40-minute 16-mm. 
film entitled The Twentieth Century Touch, illustrating 
how punched-card accounting can play a vital part in 
industry, and giving a close insight into the various 
applications of punched cards. 

The HEC Electronic Computer, manufactured by the 
same company, eliminates, it is claimed, repetitive 
clerical work, improves the standard of record-keeping, 
and enables higher grade staff to be released for more 
important work. 

IBM United Kingdom Ltd is to open its first Elec- 
tronic Data Processing Centre in the company’s offices 
in Wigmore Street. The service will be available to all 
organizations and to the individual scientist for all kinds 
of scientific, engineering, accounting and statistical 
applications. 

А new series of punched-card accounting machines, 
known as Double 80, is made by Powers-Samas. The 
capacity of 160 columns, or even more, is stated to be 
greater than that of any similar equipment. While it 
comprises the complete range of machines requisite 
for producing all necessary data and accounts, it is also 
particularly suited to work in conjunction with 
electronic computers. 


Dictating 


The new Power-controlled Time-Master announced by 
the Dictaphone Co enables every phase of dictation to 
be controlled by a touch of the thumb. The red plastic 
Dictabelt, upon which dictation is visible, takes fifteen 
minutes of dictation. 


Duplicating and Copying 


The Fordigraph Systemette M.A.S., made by Fordi- 
graph Ltd, is an inkless duplicator incorporating an 
entirely new type of masking and selection, enabling 
complete copies or line selection from documents to 
be obtained from a single pass through the machine. 
What is claimed to be a ‘revolutionary* copying 
machine called the Secretary is being made in Britain 
by the Minnesota Mining and Manufacturing Co Ltd. 


The copy is produced by thermal reaction on special 
copying paper, and the machine will reproduce any 
typed, printed, or written material that has a graphite 
or metallic content. 

© N.C.R. (No Carbon Required) Paper is a product of 
the National Cash Register Co Ltd. This chemically- 
coated paper will produce eight copies on an ordinary 
typewriter and twelve on an electric typewriter. 

Photostat Ltd recently announced two new ‘Statfile’ 
Recorders. Model 70-mm. introduces a new technique 
of copying on to a 7o-mm. film, and Model No. 3 
copies engineering drawings on to half-plate film 
negatives. 

Filing and Indexing 
Lateral filing is a new system perfected by Roneo Ltd. 
.Making the utmost use of height, it requires the 
minimum of space, can be operated by a person of 
average height, and offers outstanding visibility and 
accessibility. 

The ‘Shannofan’ System of Visible Records, designed 
by Shannon Systems, consists of batches of double- 
sided cards, each with a rust-proof spring, held in 
groups of thirty in a cardboard pocket, and housed in a 
cabinet separated by metal dividers. When a pocket is 
lifted each record is pressed away from its neighbours 
and is clearly visible. 


Intercommunication 


Manufactured by Fonadek (Branson) Ltd, the 
‘Kedafon’ Battery-operated Two-way Intercommunica- 
tion System is believed to be the smallest system of its 
type available. It is portable and it is claimed that it 
provides crystal-clear reception. 

The Talk-Box, described as ‘the first and only 
intercom system without wires’, is manufactured by 
Pye Ltd. It works over the existing electrical circuit in 
home or. office and enables the user to communicate 
with other talk-boxes on the circuit, using no more 
electricity than a desk lamp. 


Office Furniture 


Among office equipment produced by Roneo Ltd, is 
'E' Type Partitioning, which enables quick erection of 
rigid yet easily demountable partition. Steel Planfiles 
provide safe accommodation for drawings and blue- 
prints. Roneo Flexible Desking is designed for adapt- 
ability to changes in the layout of ап осе. · 

A revised range of Sheer Pride steel office furniture 
is announced by Sheer Metalcraft Ltd, including filing 
cabinets with high-sided drawers, desks with flush- 
fitting drawers and reference slides, and secretary desks 
with typewriter platform and retractable gear for 
lowering typewriter into cupboard. 


Ring Books 


Some price alterations and a number of improvements 
th their B.P. Series of Ring Books have been made by 
Percy Jones (Twinlock) Ltd. The improvements 
"include a metal protecting strip to prolong the life of 
the book, and metal runners at the bottom edges of 


Rapidnef binders. 
They have also ¢ntroduced an electrically welded 
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plastic commercial ring book with а multiring mechan- 
ism, called the Duraflex. 


'Typewriters 


Underwood Business Machines Limited now have a 
solenoid operated electric typewriter available in two 
models, 5.3 and 5.1. These afford automatic operation 
of ten to twelve characters per second, and permit the 
precise recording of data fed direct to the machine. 
They should be particularly useful in converting the 
output of electronic computers into tangible form. Both 
models can be modified to suit particular requirements. 
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Wall Charts 


Adapta-Charts Ltd have produced a flexible wall chart, 
the Movigraph, which enables a picture to be built up 
of practically every operation, state and process known 
to industry and commerce, including stock control and 
budgetary control. 

A new progressive wall chart, the Shannoplan, ‹ comes · 
from Shannon Ltd. Measuring 46 in. by 414 in., it has 
fifty-five channels and is manufactured in four inter- 
changeable vertical sections. Each adjustment made 
automatically corrects the interrelated values, and each 
value is represented by a distinctive colour. 


NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 


The following is a list of Associates elected to Fellow- 

ship and applicants admitted to membership at the 

Council meeting held on August ist, 1956, who com- 

pleted their Fellowship or membership before а. 

14th, 1956. 

Associates elected Fellows 

Ashton, Edward Laurence, B.A.; 1950, A.C.À.; (Моаб 
Morris & Co) and (John Stubbs, Parkin & Со), Сеп 
Buildings, 41 North John Street, Liverpool, 2; prin at 
Market Drayton (John Stubbs, Parkin & Co). 

Green, Owen Whitley; 1950, A.C.A.; (*Charles Wakeling & 
Co), Pomeroy House, 28A Basinghall Street, London, 

C2. 

Holland, Charles Matthew; 1948, A.C.A.; (Haskew, Twist 
& Co), 3 Cherry Street, Birmingham, 2. 

Lacy, John; 1928, A.C.A.; 25 Great Underbank, Stockport. 

Lerse, Albert, LL.B.; 1948, A.C.A; 19 Upper Wimpole 
Street, London, Wr. 

Moss, Kenneth Howard; 1937, A.C.A.; (Daffern & Co), 29 
Warwick Road, Coventry. 

Roden, Stanley; 1949, А.С.А.; (Haskew, Twist & Co), 3 

. Cherry Street, Birmingham, 2. 

Sutton, George Oldman; 1947, A.C.A.; (Lovatt & Co), 70 
Church Road, Hove, 3, Sussex. 


(Not in England or Wales) 

Fletcher, Anthony Michael, р.в.с.; 1938, A.C.A.; (*Wet- 
more & Fletcher), Vari House, Baker Avenue 
(P.O. Box 1650), Salisbury, S. Rhodesia. 

Humphries, Robert Cameron; 1950, A.C.A.; (Carman & 
Bruce), 20 Duke Street (Р.0. Вох 11), Kingston, 
Jamaica, and at Manchester, Jamaica. 


Admitted as Associate 
(Not in Practice) 
Lewis, Colin Charles Boraston, 3 Clarence Parade, Chelten- 
• ham. 


MEMBERS’ LIBRARY 


A supplement to the ‘Short List’ of books has now 
been issued. Copies, which contain additions to April 
1956, will be sent to members by the Librarian, 
free and post free, on receipt of an additional label. 

Copies of the last edition of the ‘Short List’, pub- 
lished in August 1955, are still available. 





* placed against a firm name signifies that the firm is not 
exclusively composed of members ofthe Institute. 


Personal 


Messrs VANN, BURTON, CosrELLO & Co, Chartered 
Accountants, of 5 Great Winchester Street, London, 
ECz, and at Great Chesterford, Essex, announce 
that 'Mr EDWARD STANWELL SMITH, F.C.A., who has 
been associated with the firm since 1954, has been 
taken into partnership and that Mr GRENVILLE 
Murray BURTON, M.A., F.C.A., has talen over the 
firm's country practice with effect from May rst. 
The style of the firm will remain unchanged. 

Messrs HILLER, Норкімѕ & Co, Incorporated 
Accountants, of 100 Fore Street, Hertford, announce 
that they have taken into partnership Mr KENNETH 
T. WRIGHT, A.S.A.A., who has been their manager at 
that office for the past five years. The style of the 
firm remains unchanged. 


Obituary 
Tuomas ÄLFRED RYDER, M.C., B.A., LL.B., F.C.A. 


It is with great regret that we have to announce the 
death on August 13th of Mr Thomas Alfred Ryder, 
M.C., B.A., LL.B., F.C.A., after a long illness. 

Mr Ryder, who was admitted an Associate of the 
Institute in 1924 and elected a Fellow in 1932, had 
been a partner in the firm of Cassleton Elliott & Co, 
of London, for.thirty years. He was beloved by 
clients, partners, staff, and indeed by all who knew 
him, for his wise counsel and quiet charm. 


Professional Notes 
Sir Harold Gillett, M.C., F.C.A., has accepted an 
invitation from the board of the Educational Supply 
Association Ltd,to become chairman of the company. 

Mr Lawrence W. Robson, Е.С.А., F.C.W.A., chair- 
man of Associated British Engineering Ltd, has 
become chairman of two new subsidiaries of the 
company — Associated British Engineering (Canada), 
with its head “office in Montreal, and Hepworth 
Lachfhe Engineering Co, also of Montreal. 

Mr T. B. Pritchard, A.C.A., -has been appointed 
financial director of Bristol Aircraft Ltd. 

Mr Peter Williams, A.C.A., formerly finance 
«director of Edgar Brothers Ltd, has been appointed 
secretary of Josiah Wedgwood & Sons Ltd. He will 
take up his new appointment in September. 
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Mr L. J. Culshaw, Р.С.А., a partner in the firm of 


Deloitte, Plender, Griffiths & Co, and Mr J. F. T. . 


Nangle, F.C.4., a partner in the firm of Barton, 
Mayhew & Co, have been appointed the auditors of 
the accounts of the British Transport Commission 
for the year ending December 31st, 1956. 


Government Commission of Inquiry 


BANKING AFFAIRS IN EASTERN NIGERIA 


Mr G. F. Saunders, F.c.a., a member of the Council 
of the Institute, and a senior partner in the firm of 
Harmood Banner, Lewis & Mounsey, Chartered 
Accountants, has agreed to serve as a member of 
a commission of inquiry set up by the Secretary of 
State for the Colonies, to look into banking affairs in 
Eastern Nigeria. The commission, compfising four 
members, is under the chairmanship of Sir Stafford 
Foster-Sutton, Chief Justice of the Federation of 
Nigeria. 


Custodian of Enemy Property for England 


The Board of Trade have appointed Mr 5. Н. Wallis, 
0.B.E., to be Custodian of Enemy Property for England 
as from August 3rd, 1956, in place of Mr C. A. 
Slatford, c.B.x., M.C., who has retired from the public 
service. 


Stock Exchange Notice on Commissions 


MODIFICATION OF MINIMUM SCALE FORBIDDEN 
TO CERTAIN PRINCIPALS 


The following notice in respect of commissions has 
been issued by the Council of the Stock Exchange: 


Referring to the notice (No. 44/53) issued on November 
3oth, 1953, relating. to the provisions of Rule 198, the 
attention of broker members is drawn to the fact that a new 
edition of the pamphlet issued by the oard of Trade has 
now been published and can be obtained from the secretary's. 
office, price 2s 6d net. 

'The pamphlet is published pursuant to the Prevention 
of Fraud (Investments) Act, 1939, and contains: (1) lists 
of members of institutions and associations and also of 
exempted dealers referred to in clause (c) of Rule 198; and. 
(2) holders of principals’ licences referred to in clause (d) of 
the rule. 

A list of holders of representatives’ licences referred to 
EE (d) of the rule may be inspected at the secretary'o s 
office 


Stamp Duties: Reliefs for Small Transactions 


In the leading article in last week's issue, under the 
above heading, the maximum figure for relief from 
the тото doubling of duties should have been shown 
as £3,500, not £3,000. 
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In Parliament 
TAXATION: STATISTICS 

Mr Накогр Davies asked the Chancellor of the 
Exchequer the taxation per head of population for 
each of the years from 1938-39 to 1956-57. 

Mr Н: Масмплам: As the answer contains a 
number of figures, I will, with permission, circulate 
it in the Official Report. Following is the answer: 


Receipts from Inland Revenue duties, Customs and Excise 
duties and motor vehicle duties per head of the population 
in each of the years 1938-39 | to 1956-57, are as follows: 


1938-39 à .. £19 
1939-40 - im <a taw- BI 
1940-41 ^ 28 
1941—42 41 
1942—43 51 
1943-44 60 
1944-45 64 
1945-46 65 
1946-47 61 
1947-48 66 
1948-49 73 
1949-50 73 
1950-51 74 
1951—52 85 
1952-53 84 
1953-54 82 
1954-55 88 
1955-56 91 
1956-57 96 


Hansard, July 316, 1956. Огај Answers. Col. 1143. 


Registrar of Restrictive Trading Agreements 

The office of the Registrar of Restrictive Trading 
Agreements is now open at Chancery House, Chan- 
cery Lane, London, WCz. (Telephone: Chancery 
2858). The.office was created by the Restrictive 
Trade Practices Act which received the Royal Assent 
on August 2nd, 1956. T'he Registrar, Mr Rupert 
Leigh Sich, с.в., will be responsible for preparing, 
compiling and maintaining a register of restrictive 
trading agreements, and for taking proceeds before 
the Restrictive Practices Court. 


Cricket 
In a low scoring match on August 3rd, King's 
College, Cambridge, beat the London Chartered 
Accountant Students’ Society by 21 runs. 

King’s, winning the toss, batted first. They made 
slow progress against some accurate bowling but 
were rarely troubled. Two ‘run outs’, however, 
enabled the Society to take the initiative and King's 
were all out at tea for 108. А 

The Society lost a wicket in the first over but kept 
well on top for the first half-hour. Unfortunately they 
were unable to maintain the position and their last 
wicket fell at 87 with 1o minutes still to play. 





Telephone: Victoria 2002 (3 lines) 
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Liverpool Chartered Accountant Students’ 
Association 


ANNUAL GOLF COMPETITION 


The annual golf competition of the Liverpool 
Chartered Accountant Students’ Association, was 
again held at the Heswall Golf Club, Cheshire, and 
took place on July 31st. 

Forty competitors battled against the wind to 
decide who was to hold the challenge cup for a year. 
The leading return was by I. A. T. Legge, with 36 
points, followed by H. C. Branch, with 33 points. 
The Honorary Members’ Prize was won by С. С. 
Taylor, J.P., Е.С.А., and the Booby Prize was finally 
won by C. L. Parker, after a spectacular play-off 
with W. Bakerman, watched by all the competitors. 

The competition was followed by a very successful 
supper in the club house attended by the President 
of the Association, Mr P. C. Lloyd, r.c.4., and many 
officers of the Association. The prizes were presented 
by Mr W. P. Scowcroft, A.C.A. 


The leading returns were as follows: 


I. A. T. Legge 2s - x 25 36 різ 
Н. C. Branch . d. es 33 » 
C. C. kr (hon. member) Ss is 32 » 
D. S. Kin E «s 32 » 
DM 8 е zs s Ps y s 311.55 
P. B. Hazlehurst A si x 29 4, 
А. N. Tod 29.» 
I. Hollway 29 » 
G. M. Fulton be Ses Dee zs 28 ,, 
A. H. Ridley .. EA m m ES 28 ,, 
C. S. Carter .. dr d E 27.» 
S. Morris (hon. member m ace 26 ,, 
W. S. Wicks (hon. mem e) Si "n 26 ,, 
J. H. Bradley (hon. member) av Ki 26 ,, 
W. P. Scowcroft 25 Vs d 26 ,. 
A.J. Pilcher .. У: Es RA ae 26 ,, 
F. C. E. Nicholson .. - ie és 26 ,, 
Е. H. Black .. ws xa i ais 26 ,, 


Our Weekly Problem 
No. 131: TANGLED CURRENCIES 


Mr L. U. Sidate was motoring on the continent. 
To his surprise he found himself in the capital, and 
only town, of Ustinovia, the smallest State in Europe. 
The hotel was comfortable and currency regulations 
accommodating. It was difficult to discover the exact 
value of littels and biggs but 5 biggs were given for 
£4 and $2; alternatively, 3 biggs were given for {1 
oa 5 Also $3 were worth the same as fr and 
2 littels. 


How many littels are there ina bigg? 
The answer will be published next week. 
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Answer TO Мо. 130: CALCULATED 'l'ENNIS 
ЈЕ x is the probability that Charles will beat Ivor, then 


(1) If Charles draws the ‘bye’ 
Ivor Yllvor$ - Ivor £x (1—x) 
Mr Sidate f Mr Sidate $, Mr Sidate 4x4 


Charles Charles F+ 4x# 
(2) If Charles does not draw the ‘bye’ 


Charles Charles x "Charles хх um 

Ivor Ivor (1—2) Ivor (1—x)x + 

Mr Sidate МЕ aeri («xP + 
5 I—x 


454 3 = 289). 
5 25 5 


10 
Charles will beat Ivor three times out of ten. 


SEVENTY-FIVE YEARS AGO 
From The Accountant or AUGUST 20TH, 1881 
Leading article entitled 
POWERS OF AUDITORS 

Some statements made in the House of Commons 
a few days ago as to the powers of auditors of paro- 
chial accounts in the metropolis make rather amusing 
reading, while, at the same time, conveying a pretty 
obvious lesson, The auditora of the Paddington 
Vestry recently disallowed a sum of £57 158. 6d. for 
refreshments, “of which,” said Mr. Dodson in his 
reply to Mr. Firth, “£26 appears to have been for the 
erection of a tent in which a dinner was given at the 
ope of a slop tank." The auditors objected; 
but their objection was practically useless, because, as 
they pathetically put it “under the existing condition 
of the law, the examination by them of the parochial 
accounts is practically of no effect, as the Act gives 
them no power to enforce payment of the surcharges.” 
Under these circumstances, Mr. Firth was justified in 
asking the President of the Local Government Board ` 
“whether it was proposed to leave the London 
Vestries to expend ratepayers’ money in any manner 
and for any purpose they thought fit, or what remedy , 
he intended to apply to that state of things." Mr. 
Dodson's answer was suggestive: “If such expenditure 
had appeared in the accounts which are audited by 
the auditor of the Local Government Board, he would 
have had power not only to surcharge these illegal 
payments, but to recover the amount summarily from 
the persons by whom they were authorised. Unfortun- 
ately,” he added, “for the ratepayers, the auditors 
under the Metropolis Management Act have no such 
power." It is scarcely necessary to add a word as to 
the desirability of means being provided to give 
practical effect, both prospectively and retrospectively, 
to the results of a competent auditor’s investigations. 
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THE N ATIONAL ECONOMY: 


HE 1956 Blue Book on National Income and Expenditure!, 
published last Monday, provides a most informative, 
albeit statistical, account of the -develépment of the 
economy from 1946 to 1955 (with many comparisons with 1938). 
The total output of.goods and services rose by one-third 
between 1946 and 1955, an average of 2} per cent per annum; 
last year there was an increase of 33-per cent compared with 44 
per cent in the previous year. Over the same ten-year period 
personal incomes rose by about 80 per cent. This difference 
between output and incomes is now recognized as a fundamental 
manifestation of the inflationary situation in which the country 
finds itself. | 
The various elements of personal expenditure have not fared 
equally зіпсе 1946. Wages and salaries have increased by 105 per 
cent, in some part due to a larger working population; income from 


. rent, dividends and interest by 42 per cent, and income from self- 


employment by 50 per cent. Over the much shorter period of one 
year, personal incomes rose by 8 per cent compared with 34 per 
cent in output – no doubt adding greatly to inflationary pressure. 
Wages took the lead in this rise with a 9 per cent increase, rent, 
dividends and interest rose by 84 per cent, salaries by 7 per cent, 
and the incomes of self-employed persons by 4 per cent. If one 
looks - at. the moderately long period between 1938 and 1955, 
total wages paid in 1955 were 34 times, salaries 33 times and rent, 
dividends and interest, only 14 times, those of 1938. | 
Although the proportion. of incomes retained after tax was 
much less in 1955 than 1938, there has been a considerable 
improvement since 1949. In the latter year, for example, 71 per 


` cent of incomes between £1,500 and {2,000 were retained after 


tax; the proportion in 1955 was 78:8 per cent. Even so, personal. 
consumption increased by a smaller proportion between 1946 and 
1955 than did production, 20 per cent against 33 per cent. Both fixed 
investment and exports increased at a greater rate than production; 
they both doubled over the period. Personal savings in 1955 
amounted to 64 per cent of personal incomes, a slightly higher 
proportion than in 1954, and appreciably higher than in 1938, 
when the percentage was 5. 

'The Blue Book contains the first official estimates of net fixed 
capital formation. Between 1949 and 1952, net fixed investment 
appears to* have remained around 6} per cent of the national 
income. Since then; the ratio, has risen sharply; it was 7-7 in 1954 
and 8:6 last year., Brice index numbers of fixed assets аге also 
published officially for the first time; prices of fixed àssets.in 
1955 were 33 per cent above the 1948 level. 

" H.M.S.O. 6r net. ES | 
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EXAMINATIONS AND EXPERIENCE 


FORTNIGHT ago, we stated in a leading 
article that one of the characteristics of a 
profession is that it promotes and main- 
tains a specialized standard of learning among its 
members. Two interesting examples of how this 
is being observed in the accountancy profession 
have just come from across the Atlantic. One is a 
pamphlet containing the introductory sections, 
summary and recommendations reprinted from 
the recently issued report of the Commission on 
Standards of Education and Experience for 
Certified Public Accountants, established by the 
American Institute of Accountants in 1952.1 
The other example is a booklet compiled by 
the Committee on Education and Examinations 
of the nine provincial institutes of chartered 
accountants in Canada and containing a number 
of articles designed to provide a background of 
information on Canadian accounting education 
and examinations; and actively to help students 
to prepare for the examinations ahead of them. 
In considering the recommendations of the 
American commission, it has to be remembered 
that the pattern of formal articles of clerkship 
is not followed in that country. Most of the en- 
trants to professional firms are college or university 
graduates with a theoretical fore-knowledge of 
accounting who go on to take the certified public 
accountant examinations after a period of practical 
training which varies with circumstances. The 
commission makes a number of basic recommen- 
dations.. The first is, that as а necessary pre- 
liminary, each aspiring accountant should success- 
fully complete a four-year college course on as 
broad a cultural basis as possible. Thereafter, 
having obtained his degree, he should sit a special 
qualifying examination so that his general 
aptitude for accounting work may be assessed. 
He should then take a professional academic 
course in purely accounting subjects. This 
should last the minimum of one year and should 
include a three-months’ spell of practical training 
in a professional office because, the commission 
1 Standards of Education and Experience for Certified Public 


Accountants (The Bureau of Business Research, University 
of Michigan). 

3 Chartered Accountant Examinations in Canada. A guide for, 
Students (sponsored by the Committee on Education and 
Examinations of the Provincial Jnstitutes of Chartered 
Accountants in Canada). 





thinks, ‘some exposure to actual accounting. 
operations’ is ‘highly desirable’. At the end of 
his period of academic study, the young account- 
ant would, finally, sit his certified public account- 
ant examinations. The commission emphasizes 
that the climate for introducing these proposals 
may not be suitable for ‘one or more decades’. 
To the accountant in this country who, in the 
course of becoming qualified, had to undergo 
five years’ ‘exposure’ to actual accounting opera- 
tions in his master's office, the recommendation 


restricting practical experience to а mere three 


months wil no doubt seem revolutionary. So, 
too, did it appear to the five of the twenty-four 
members of the commission who, in brief state- 
ments of dissent appended to the report, deplore 
the concept that academic learning can ever be 
regarded as a satisfactory substitute for actual ex- 
perience in producing a fully-fledged accountant. 
Like the Americans, the Canadians are striving 
to achieve uniformity throughout the various 
State. and district bodies in their method of 
training and examination, and the present booklet 
is designed towards this end. It starts off with 
two useful introductory articles, one on the 
functions of the examining authorities and the 
other on the preparation of examination papers 
and the grading of students’ answers. Then, 
having, as it were, set the scene, the next three 
articles advise the student on how successfully to 
complete the course of instruction, how generally 
to prepare for examinations and how to cultivate 
the proper approach to the papers themselves. 
'The final contribution is a cautionary article 
on weaknesses in candidates' answers. 'lhis 
penetrating analysis suggests that the commonest 
of these are the lack of knowledge, the inability 
to express thoughts clearly and logically, the 
difficulty in visualizing the practical situation, 
the tendency not to answer all the requirements 
of the question, the failure to allocate time 
effectively, ah inclination to misinterpret given 
infórmation and the reluctance to carry answers 
to logical conclusions and to document them 
with sufficient detail. The list is long but it is 
rounded off with the coniforting and, we think, 
correct conclusion that there is nothing in it 
which organization and thought cannot overcome. 
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HIS AND HERS-I 


Joint Property in the Eyes of the Law and the Inland Revenue 
by a Barrister-at-Law 


Joint ownership has several practical advantages for those who wish to share | 


property, especially where the joint owners are husband and wife. 


There are, 


though, severe disadvantages too, especially if changes are made late in life. In this 
series of three articles various aspects of the subject are discussed: this first is 
concerned with the nature of joint ownership in law. The second article will deat 


with the incidence of death duties, and 
which affect 


ONCE knew a man', said the bank manager, 

1 *who put all his property into the name of his 

wife, because he was getting on in years and 

was not in very good health. Тће wife was much 

younger than he was, and going strong at the time, 

but she died first. He was furious when he had to 
pay death duties to get all his own property back.’ 

The elderly benefactor was unfortunate, of 
course, in the frustration of his plans for his 
wife's future. It is perhaps asking rather much of 
aim that he should take the point of view of the 
Revenue, congratulate himself on living long 
mough to inherit his wife's property, and pay the 
»reper scale of death duties on her estate with a 
rood grace. The Revenue were, after all, only 
isking him for their due. 

It is the mistake of many married couples to 
issume that their particular conception of the 
ywnership of the family property will be shared 
yy the law and the Revenue when the occasion 
lemands. The house they live in, the bank account, 
ind any investments they possess may be regarded 
vy them as the property of the husband, who has 
supplied all the money the household has ever 
;ossessed. On the other hand, they may belong 
:0 both husband and wife on a share-and-share- 
like basis because they started married life that 
way, and the names in which the various forms 
Xf property are held may be merely a matter of 
'onvenience or history. 

Nevertheless, the law, and the Revenue, have 
rery definite rules on these matters*and an obstin- 
ite way of giving effect to them. Unless a careful 
watch is kept on the exact effect for all purposes 
X the changes of ownership, nominal or actual, 
vhich are made by husband and wife in the family 
xoperty, it is possible to run quite substantial 
isks of tax losses without the prospect even of a 
commensurate saving if things turn out as 
"xpected. A man who.takes shares out of his own 
зате and puts them into that of his "wife is 
»nsuring that the shares will attract death duty 
f either he or his wife dies within five vears. 


the third with the special considerations 
real property. 


and is running a risk for the same period that they 
will bear duty twice over before they pass to 
his son. 
Minor Anomalies 

When property is held in the joint names of 
the husband and wife, the position is a little 
more interesting: the risks of an ‘unfair’ double 
loss, such as a late transfer from one to another 
might cause, are less. At the same time the 
possibilities of minor anomalies are very much 
more numerous, and for those who hold property 
in joint accounts or as joint owners, the realities 
of the legal position and the practical approach 
of the Revenue are matters which ought to be 
taken into account. 

One or two legal systems admit a conception of 
‘community of goods’ between husband and 
wife, so that all the family property is owned 
and shared equally by the two, but this system 
is not recognized by English law. Apart from 
the ‘What’s his belongs to both of us and what’s 
mine is my own’ situation, the nearest conception 
to communal ownership known to English law 
is that of joint ownership. The essential character- 
istic of this method of owning property is the 
right of survivorship—on the death of one joint 
owner the survivor becomes the absolute owner 
of the whole. 


. А Conflict of Views 

Many see in this conception of property 
ownership a complete answer to the trouble- 
some question of death duties. 'If our property is 
put into the names of my wife and myself 
jointly, they say, 'and my wife automatically 
owns all when I die, they cannot charge any 
death duty.' 

„Тће Revenue, unfortunately, cannot afford to 
accept this simple view of the legal ownership of 
Property: death duty would never become payable 

* at all if it were only necessary to hold property 
jointly to ensure exemption. 
For the purpose of deciding what is the fair 
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' amount of duty to be paid on the death of any 
joint owner of property (and it must be conceded 
that fairness appears to be the aim of both 
Parliament and the Revenue in this question), the 
Revenue have three different tests which they 
may apply in different circumstances for deter- 
mining the rate of duty payable. 


True Sharing 
The simplest case, of course, is where there are 
two joint owners, husband and wife for instance, 
who appear not only to have been the legal joint 
owners of property, but also to have enjoyed the 
property equally and together during their 
lifetime. Thus, if during the early years of 
married life a husband and wife make a joint 
investment out. of their joint earnings, and 
throughout the rest of their lives share the income 
equally, death duty will be levied on half only 
of the property on the death of either partner. 

It should be noted that this practice of the 
Revenue of regarding the property as notionally 
severed is in fact an administrative concession 
for, very strictly, there is a right to charge duty 
on the whole value of the property. In view of 
this, and in view of the rules which follow, it is 
always, in practice, up to the survivor to convince 
the Revenue that the property was genuinely 
enjoyed by the two owners in equal shares, 
as of right. It is not sufficient that the income 
of stock or shares was paid into a joint banking 
account. Ў | 

If it appears that the income was enjoyed by 
the husband during his lifetime, although the 
property stood for many years in the joint names, 
the fact that the property was placed in the joint 
names will be taken by the Revenue merely as 
evidence that the wife was intended to receive the 
capital on the death of the husband. In conse- 
quence, the whole value of the property will be 
included in the death duty assessment, for that 
is the value of the interest which passes to the 
wife on the death of the husband. _ 

For these reasons, it is not always wise for a 
man to place his property in the joint names of 
himself and his wife towards the end of his days 
if he intends to continue to draw income. His 
main purpose of avoiding death duties may well 
be entirely defeated, though it should be noted 
that, in-the case of his wife's pre-deceasing ‘him 
in these circumstances, no duty is payable. 

'The Bank Account 


The result is somewhat sigilar, though ‘the 
steps by which it is achieved are different, in 
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the case of a joint banking account. With shares, 
the Revenue regard the husband as a life-tenant 
and assess duty on the whole value as passing to 
the wife at his death. With a joint bank account . 
they presume that the husband is the real owner 
of the funds, and similarly charge his estate with 
the whole value of the account on his death, : 
while exempting the estate of the wife if she dies 
first. The reasoning this time is that the majority 
of joint bank accounts are in fact put into the 
joint names of a husband and wife for convenience 
only, and in reality represent the husband’s 
property. 

Of course, if it can be shown that each partnet 
contributed funds to the joint account, and each 
was entitled to draw from the account as of right, 
the Revenue will accept that the account was 
genuinely the property of both, and will charge 
duty upon one-half only on the death: of either 
partner. It is not necessary that the contributions 
or drawings should be exactly equal, but there 
will be a tendency to apportion in those cases 
where there is a considerable disparity in contribu- 
tions, or even to regard the whole as belonging to 
the one partner who contributed most. 


Thrift Unrewarded 

In this connection one incidental observation. 
may be made: housekeeping money has for many 
years been regarded as money given by the 
husband for a specific purpose, so that the residue 
which has not been used for that purpose remains 
the property of the husband. There has been 
some indication during the last months that the 
Courts may be prepared to revise their attitude on 
this, but the Revenue will presumably be slow 
to follow and, for the moment at any rate, still 
favour the old-fashioned view. They will not, 
therefore, regard savings from housekeeping 
money as a wife's contribution. 

This observation leads naturally to a considera- 
tion of the third method of the Revenue for 
determining the liability of death duty on property 
held in two or more names jointly – the search, 
back through many years if necessary, for the 
origin of the funds. 

The third test is, in practice, their guiding 
principle and, first presumption: the property 
belongs, say the Revenue, to the owners bene- 
ficially in proportion to the shares in which each 
originally contributed to its purchase. If this 
view is not acceptable to the joint owners, they 

eshouldebe prepared to offer legal proof to the 
Revenue, of the real state of affairs. 


. (То be continued.) 
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ACCOUNTANTS IN THE ARMY 


UNIT PAYMASTER 
by D. A. HUCELE, C.A. 


OT long after the young accountant 
Nee that he has passed his examinations, 

he finds himself called upon to do his 
National Service. 

Should he join the Army, there are many 
regiments and corps into which he may go and 
many jobs which he may do, but he could not 
be more fortunate than to have his first railway 
warrant made out to Devizes, in Wiltshire, the 
home and training centre of the Royal Army 
Pay Corps, for within that Corps he may be 
chosen for work which ~ with the prospects of 
rather rapid promotion — will allow him to pursue 
his accounting activities and at the ваше time to 
enjoy all thé advantages that army life offers. 


R.A.P.C. Pay Team 
Quite recently, a scheme has been devised and 
developed whereby large units such as infantry 
battalions, cavalry regiments, etc., have attached 
to them an officer of the Royal Army. Pay Corps 
with a pay team of about eight R.A.P.C. other 
ranks. It is to these teams that national servicemen 
with civilian experience of accounting may be 
posted as unit paymasters. I was fortunate 
enough to have been one of the first national 
servicemen to be given such a job. 

All national servicemen joining the R.A.P.C. 
go through the normal course of call-up. Report- 
ing first at the training centre, one undergoes a 
course of military training, as distinct from 
technical training. This training is. perhaps sur- 
prisingly severe and efficient and is quite com- 
parable to that of the ‘teeth arms’ of the service. 
Later, after a period of téchnical training and 
having successfully passed numerous interviews 
and tests at varying levels of selection boards, one 
may join members of other corps, as an officer 
cadet, at Mons Barracks, Aldershot, for a spell 
of basic infantry training. The R.A.P.C. cadets 
then return to the Wiltshire R.A.P.C. training 
centre for further training. The successful cadet 
is commissioned perhaps seven months after 
joining the Army as a recruit, and for those 
destined to become unit paymasters there is a 
further period of special training, none of which 
is included in the ordinary training of the young , 
officer destined to work in a large pay office. 

In my case, this period was brief, lasfing only 


a few days. I visited pay offices of different 
types, seeing the relationship of the pay team to 
the other sections of the pay organization, the 
problems which are liable to present themselves, 
and above all, meeting the people ‘at the end of 
the line’ —in the Regimental Pay Office. 

I was then posted, after nine months in the 
Army, to the 1st Battalion, The Rifle Brigade, 
which had just arrived in Kenya and soon learnt 
the practical side of being a unit paymaster. 

The pay team in a unit not only looks after 
the pay side, but also has a lot to do with regi- 
mental funds. The exact duties vary with the 
unit, but in the battalion to which I was attached, 
apart from the imprest (pay) account, we kept 
the two largest regimental funds and a number 
of smaller funds. 


Varied and Interesting Experience 

Life for the unit paymaster—who gets round 
the whole battalion area and sees miles and miles 
of new country —is varied‘ and interesting. He 
gains confidence and a wealth of experience; he 
meets a great number of people; he handles bulk 
cash, stock, and so on, and deals quickly — often 
at long range — with a wide variety of problems. 
He prepares literally dozens of final accounts, 
audits even more, and is often called upon to find 
the way through accounting mazes of his own 
unit and of other units. He learns to run an 
office and to develop office routine and ideas. 
Above all, he becomes almost as one of the unit, 
sharing the comradeship and mutual trust which 
comes from the family spirit and long-standing 
tradition of the unit itself. 

Working directly behind, and often with the 
men who actually do the job the Army is there 
to do, the pay team feel that their work is in. fact 
worth while and that they are not just 'putting 
in time’. 

The Army, by putting qualified accountants 
who are doing their National Service in pay teams, 
is indeed putting round pegs in round holes 
and ‘making the best use of trained accountants. 
Ffom the point of view of the accountant him- 
self, the Army is giving him a worth-while job 
in which ће can have real interest, and in which 
"ће can gain wide experience that will stand him 
in good stead in hi$ future professional career. 
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THE DEVELOPMENT OF 
THE PROFESSION IN IRELAND 


by GABRIEL BROCK, F.C.A. 
A Past-President of The Institute of Chartered Accountants in Ireland E 


Earliest Records of Accounting 
‘ EVELOPMENT?” signifies а gradual un- 
folding, or growth, from one stage to another, 
and it is interesting to look back for a 
moment on some of the earliest records of the growth 
of accounting. For notes on these records we are 
greatly indebted to a History of 00806 апі 
Accountants, edited and partly. 
written by Richard Brown, C.A., 
for the chartered accountants 
of Scotland. The occasion of 
the preparation and the publi- 
cation of that unique History 
was the fiftieth anniversary of the 
granting of the Charter to the 
Society of Accountants in Edin- 
burgh in 1854. There is рге- | 
served in our own records a 
letter from Mr Brown to Mr 
Robert Stokes, our president in 
1904, seeking information on 
the number of accountants in 
practice in Ireland, both before 
and after the granting of the 
Charter to the Irish Institute 
in 1888, 
There is also preserved in our 
library a copy of Mr Brown’s | 
invaluable book. Even a some- . 
what hurried perusal of its early 
chapters will show that a great 
dul of research was necessary 
and undertaken to determine 
how far, if at all, ‘accounting’ was 
practised in ancient, but highly organized civili- 
zations extending back to 4,500 B.C. From codes of 
laws and business records beginning about 2,600 
B.C. it is clear that banking and money-lending 
firms were in existence some centuries before Christ, 
but apparently ‘the records which do exist could 
not be considered as accounting in the modern sense 
of the word’. There is evidence, however, that in 
some of the ancient civilizations commerce was 
engaged in extensively, with no doubt mutually 
satisfactory exchanges, while in certain 'public 
economies’ or state exchequers a highly developed 
system of accounting obtained. . 
To Italy belongs the early development of modern 
book-keeping and accounting practice, the sirat 
printed treatise on book-keeping being published in 
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Venice in 1494. The author, Bro. Luca Paciolo, who 
belonged to the Franciscan Order, was a celebrated 
mathematician. Some thirty-six chapters of his 
treatise were devoted to ‘Of Reckonings and Writings’ 
(De computis et scripturis) and Mr Brown states: 
‘It is remarkable how many of our present methods 
are described in the quaintest language by this 
monk of four hundred years 
ago.” 

It is also noted in the History 
that there was a ‘Public Accompt- 
ant’ in Dublin in 1808, as well 
as a ‘Sworn Broker and Account- 
ant. Then according to 
Wilson's Dublin Directory for 
the year 1818, there were at least 
four ‘Public Accountants’, one 
‘Accountant’ and one or more 
persons described as ‘Mathe- 
matician’, who possibly did 
accounting work. In 1845 


the first time gave a classified 
list of trades, and there were 
fifteen ‘accountants’ listed under 
that head. 

In 1864 the Post Office Dublin 
Directory gave the names of 
twenty-three ‘accountants’, one 
of whom, Mr Joseph H. Wood- 
worth, was the grandfather of 
our contemporary fellow – Mr 
W. F. Woodworth. 


Charters Covering the Practice of Accountancy 


The petition for our Charter was presented by thirteen: 
practising accountants — eight in Dublin, four in 
Belfast, and one in ‘Cork – on behalf of themselves 
and eighteen others, thirty-one in all, who 
in 1888 were in the words of the Charter: 


*constituted, "erected and incorporated into one body 
politic by the name of The Institute of Chartered 
Accountants in Ireland'.- 


There were now five charters covering the practice 
of accountancy in what were then known as the 
Brifish Isles- Edinburgh 1854; Glasgow 1855; 
Aberdeen 1867; England and "Wales 1880; and 
Ireland . 1888. In 195: the three Scottish bodies 
decided to amalgamate; they had for some time 
previofisly co-operated in various ways, including 


in examinations. The Glasgow and Aberdeen charters 


were ‘surrendered’ and a supplemental charter, 
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granted to the Society of Accountants in Edinburgh, 
enabled the three bodies to be merged under the 
title of "The Institute of Chartered Accountants 
of Scotland’. The merger in this way notably 
preserved the first charter of 1854. 

In 1885, the Society of Accountants and Auditors 
was incorporated by special licence from the Board 
of Trade. In 1908 the name was changed to the 
Society of Incorporated Accountants and Auditors, 
and the members described themselves as 'Incor- 
porated Accountant’. In кдох the Irish branch of the 
Society was established, with considerable local 
powers delegated to it by the parent body. 


Steps Towards Regulating the Profession 


In 1890, 1893, 1896, 1898, 1909 and 1950 Bills were 
drafted, or introduced into the British Parliament, 
largely for the purpose of regulating the profession 
of public accountant. The Institute in Ireland was 
joined with the other chartered accountants in the 
promotion of some of these Bills, none of which, for 
one reason or another, ever reached the Statute Book. 
From 1923 te 1926 draft Registration Bills sponsored 
by the Institute and the Irish branch of the Society 
were produced for both the Irish Free State and 
-Northern Ireland, and eventually a Bill was intro- 
duced in Seanad Eireann. It was, however, rejected 
on the second reading on February 24th, 1927. 
Subsequently there were discussions with the 
Department of Industry and Commerce in an effort 
to arrive at a solution of some of the objections 
raised in the Senate, but the more the problem was 
explored the more difficult it seemed to become, and 
in due course the discussions were dropped. About 
the same time a strong departmental committee 
in England reported against registration, and apart 
from the continued existence of a co-ordinating 
committee and a parliamentary committee of members 
of the chartered bodies, the Society, and the Associ- 
ation, set up after the Second World War to deal with 
matters affecting the profession : as a whole, it would 
seem to be likely that the training and discipline of 
the profession of public accountant will be left with 
the bodies indicated, 


Early Growth of the Irish Institute 


Numerically, the early growth of the Institute in 
Treland was slow. Thirty-one members were ad- 
mitted by the charter itself in 1888. «Гел years later 
the membership had, reached a total of forty-nine, 
and it was not until 1910 that the first ‘century’ was 
marked up in the annual report. In the first few years 
the membership in Southern Ireland exceeded that of 
Northern Ireland, but this position was soon re- 
versed. In the annual report for the year 1896 there 
were twenty-five members in Southern Ireland 
against twenty-one in Northern Ireland, but in 1903 
we find thirty-five ig Northern Ireland Against 
twenty-five in Southern Ireland. 

By 1910 the gap had grown a little wider, as there 
were then over fifty members in Northern Ireland 
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against thirty-one in Southern Ireland, and this 
preponderance held for a good many years. For some 
time past, however, the pendulum has swung to 
Southern Ireland. During the First World War – 
1914—18 – there was little change in the numbers of 
the Institute, and reference is made in the report 
for the year 1914 to the large number of members 
and their assistants who had volunteered for active 
service during the war, and in consequence of which 
there was for a time a slight reduction in the total 
membership. 

The address of the then president of the Institute 
submitted in the jubilee year 1938 refers to: 


‘the period of the Great War when for a time the 
steady growth in numbers was. arrested, but it was 
during this time of national stress that the value of 
the training of the chartered accountant seems to 
have impressed itself on the public mind to a far 
greater extent than hitherto. Ín the years 1922 to 
1927, which were years of recovery, a comparatively 
large number of young men entered the Institute, 
and at the end of 1927 the membership had increased 
to 212. The most remarkable increase occurs, 
however, in the past ten years, during which our 
membership has almost doubled. At the present 
time (May 1938) we have 417 members and approxi- 
mately 200 articled cler 


In June 1938, the editor of The Accountant wrote: 


‘Fortunately there need be no fear of over- 
crowding in the accountancy profession in Ireland 
for many years yet; indeed all the indications are 
that the demand for the services of qualified men is 
likely to become greater as time goes on.’ 


In the next ten years - 1938-1947 inclusive – the 
membership rose to 651, and in the eight years, 1948 
to 1955 inclusive, to 965, of whom from 45 per cent 
to 50 per cent are holding executive and industrial 
posts (outside of practice) either at home or abroad, 
but the total emigration to Great Britain and abroad 
has been only 17 per cent of ће zotal membership. 
In other words, the forecast of The Accountant in 
1938 has been amply fulfilled. 


Members in Practice and in Industry 
The heavy increase in membership of the Institute 
was accompanied by increases in the membership 
of the Society and of The Association of Certified. 
and Corporate Accountants. The Society has now 
just 320 members in Ireland. Of these, say, two-thirds 
are in public practice, or are assistants to practitioners, 
and one-third in industry, Government employment, 
etc. The Association of Certified and Corporate 
Accountants has also over 300 members in Ireland, 
of whom approximately one-third is in practice and 
twosthirds in industry and other employment. The 
aggregate figures for lreland show considerable 
qwth over the past thirty years, with the Institute 
fading by a large majority. There are also other 
e bodies of accountants, but their membership is 
small. 


There were, of cBurse, ‘milestones’ in our history 
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which undoubtedly helped to mark the increasing 
importance and utility of the profession. Perhaps the 
first significant event was the strong opposition raised 
by the Institute, Chambers of ‘Co ommerce, the 
Incorporated Law Society, and the Land Receivers’ 
Association, as well as the public Press, to the Official 
Liquidators’ (Ireland) Bill introduced in the House of 
Lords in or about 1893. The provisions of this Bill 
‘would have proved injurious to the interests of 
chartered accountants in Ireland’ in that it proposed 
to appoint the official assignee in bankruptcy as 
official liquidator in the winding up of any company 
under the Companies Acts. The Bill was never passed, 
and а general order in bankruptcy subsequently 
proposed, with similar effect, was not confirmed. 

In 1899-1900 the liability of auditors arose in the 
famous case of the Irish Woollen Co Ltd in liquidation, 
and the council of the Institute made-a grant of £50 
towards the costs of the appeal, as it was considered 
there were certain points raised that affected the 
profession generally. 


Тће Companies Acts 


The passing of the Companies Act of 1862, and the 
failure in 1878 of the Glasgow Bank — a most tragic 
event in commercial history – together contributed 
largely to the rapid formation of numerous limited 
liability companies, 'and company work — forming, 
auditing and winding-up - became the larger functions 
` of the practising accountant. The formation of public 
companies, with the issue of prospectuses, amalga- 
mations; and absorptions followed as a matter of 
course, and schemes of capital reconstruction, 
valuations of shares, and the Таоа of rights etc., 
claimed the practising accountant's services in ever 
widening fields. 

. In Ireland there was more development in this 
direction than is generally thought to have been the” 
case, and you will find that many of the old-established 
businesses, both North and South, were incorporated 
either in the last quarter of the nineteenth century or 
in the first quarter of the twentieth. In this connection 
also practising accountants came to Бе. associated 
with public companies as secretaries or registrars, or 
both. By the Companies Act of 1900 an audit was 
first made compulsory, but this was only giving 
effect to a course which had been voluntarily followed 
by most companies for some time prior to 1900. 

In 1907, the Companies Act, which first provided 
for the registration of private companies, was placed 
on the Statute Book, and many companies which had 
hitherto been public companies in name, but not 
real in fact, passed the necessary resolution to 
change over to the private category, while many 
family and other businesses previously carrietl on 
either by single individuals or in partnerships Nee 
converted into private companies. 

In 1908 the Companies (Consolidation) Ав ч was 
passed, and is still the principal Act regulating * 
companies in the Republic of Ireland. Ín 1930, 
Northern Ireland had an Amending Companies Act, 
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and in 1932, a further Act to consolidate the Com- 
panies Acts, 1908 to 1930. 


Taxation Since 1907 


In 1907-08 a distinction was drawn, for the first 
time, between earned and unearned income for 
income tax purposes. Át this time the standard rate 
of income tax, which had been only 6d in the £ in 
1888, had risen to 15, and an increasing number of 
businesses, although not yet unduly harassed by 
the Revenue authorities, became more favourably 
disposed towards the keeping. of proper books of 
account, and in having their trading and profit and 
loss accounts and balance sheets prepared and audited, 
the income tax assessments being later agreed by the 
accountant with the ‘Surveyor of Taxes’, as he then 
was called. 

Supertax was introduced in 1909-10, a year which 
also saw the introduction of national health and 
unemployment insurance. This could probably be 
regarded as the first step towards the Welfare State. 
"The manner in which the Act had to be implemented 
by employers necessitated more detailed records 
of wage. payments and deductions therefrom — a 
principle which has been greatly extended in recent 
years, particularly in Great Britain and Northern 
Ireland. 

When it is borne in mind that taxation of incomes 
has, since 1909-10, ranged over income tax, supertax, 
which became surtax in 1928-29, excess profits duty, 
corporation profits tax, excess surtax, excess profits 
tax, and profits tax, with distinction between distri- 
buted and undistributed profits, and that the pro- 
fessional accountant and his. assistants generally 
found it necessary to keep abreast of the law and 
practice of all these impositions, some appreciation 
of the extent to which taxation has absorbed his time 
and energies will be gained. : 


First World War and After 


The outbreak of the First World War, in 1914, with its 
consequences of heavy special taxation, controls of 
materiale, whether produced at home or imported, 
control and organization of production and of costing 
in munition and kindred factories, placed the qualified 
accountant, whether in public practice or in admini- 
strative or industrial employment, in a position of 
high priority on the civil side of the war effort. 

The settlenrent of intricate excess profits duty 
assessments and of difficult stock loss claims at the 
end of the war were far beyond the capacity and the 
time of the average business man, and the practising 
accountant, for perhaps the first time in history, 
found himself in exorbitant demand. With ‘back 
duty’ claims increasing, largely by reason of the high 
rates of tax reached during and after the war, and 
which encouraged evasion, a heavy burden was 
thrown on practising accountants and their staffs; 
staffs Which had been depleted by war service; or 
were largely new to difficult taxation work. 

Тће setting up of Saorstat Eireann and its separate 
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fiscal system from and including the year 1923-24 
created a fresh group of taxation problems. Double 
taxation introduced an element with which practi- 
tioners here were not familir, but fortunately 
in 1926-27 the majority of the claims were simplified 
by a new agreement between Great Britain and 
Saorstat Eireann providing that a person residing in 
only one of the two countries was relieved from tax 
in the other. 

| Diversity of Posts · 


Over the past half-century the accountancy pro- 
fession has had periodically to review its thoughts 
and plans for its own organizations and their develop- 
ment, and for the training of new entrants. In the 
case of the Institute, the bye-laws were altered in 
1909, 1921, 1942, and as recently as 1955. 

The 1955 alterations were the most radical of all. 
The practical and the courses of study 
prescribed for articled clerks have always been 
regarded as of very high importance, and changes 
made in the examination syllabus from time to time 
have had in view the increasing needs and aspirations 
of the commercial and industrial world, and in 
рои the accountants’ part therein. The latest 

ye-laws of the Institute will make for even greater 
flexibility in dealing with. the further growth which 
will inevitably occur. 

The published lists of the members of the leading 
professional accountancy bodies reveal an extra- 
ordinary diversity of posts held by them m of 
public practice. Industrial undertakings claim the 
largest number, and every type of commercial and 
industrial concern, from the largest to the smallest, 
finds use for the services of the trained accountant, 
whether in management, accounting, costing ot 
secretarial work, and frequently in membership of 
the board. Local authorities, public utility companies, 
institutions, Government departments, banking and 
financial houses, building societies, etc., all come 
within the accountant’s field. 

At one time the work of the practising accountant 
was, as is indicated in the charter, largely related to 
bankruptcies, arrangements with creditors, the 
winding up of companies, and auditing. It: would 
probably be fair to say that this work was never 
cabined or confined. At an early stage in his develop- 
ment the personal contacts with the Chancery Courts, 
Government departments, proprietors and creditors 
and others — many of these contacts in a confidential 
capacity - must have contributed materially to the 
accountant's help and advice being sought in 
numerous matters in which only indirectly, if at all, 
accounting formed a part. 


* • 
Practising Accountant of Today  . 
Today the practising accountant takes it as a matter 
of course that he may be expected to represent (on 
occasion as an expert witness) and to advise his 
clieats in such widely divergent matters as tgxation 
appeals; valuation of shares for probate and other 
purposes; the administration of estates; cofnmodity 
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price reviews before the Prices Advisory Body; the 
imposition or removal of import tariffs and quotas; 
subsidies etc. in which large groups may be involved; 
negotiations with labour; the raising of new capital, 
whether by loan or from bankers, or by share issues; 
the formation of companies under the Control 
of Manufactures Acts, and of trust companies 
for the legal avoidance of heavy death duties etc. 
Collectively the Institute has been called upon from 
time to time to prepare and submit evidence to 
Commissions charged with reforms of law and 
practice - bankruptcy, company law, and incoine tax 
are instances which come readily to mind. 

The constitution of the Institute was modelled 
largely on the earlier charters of Scotland, and more 
particularly on that of England and Wales, and from 
its inception it has kept in very close touch with these 
bodies. It was natural that in accounting thought and 
practice, in the training and examining of articled 
clerks, and in matters of internal discipline we 
should co-operate with, and share the benefits of the 
experience of the much larger bodies. Also, to a 
very great extent, we have been dependent for all 
professional literature and text-books on British 
publications. 

Up to.and including 1922-23, the ln affecting 
commerce, companies, partnerships, taxation, trustees, 
etc., were identical in Ireland with those of Great 
Britain, and, except perhaps in company law, 
divergencies since 1922-23 have been comparatively 


slight, and. more concerned with detail than with 


principle. Nevertheless; they have created some 
difficulty for students, who so far have to rely largely 
upon Acts of Parliament to supplement the older 
text-books, where these may be still available; the 
difficulty of providing appropriate text-books for a 
relatively small market is, of course, apparent, and 
not encouraging to either authors or publishers. This 
particular problem should not, however, interfere 
with the articled clerk obtaining during his appren- 
ticeship the all-important training in the fundamental 
principles of accounting, and the variety of experience 
from which his flexibility and ability to assess essen- 
tials and non-essentials must largely derive. 

Specialist training for particular posts can only 
come after the completion of the apprenticeship 
period, and then other organizations, such as The 
Institute of Management and The Institute of Cost 
and Works Áccountants, are concerned to advance 
specialist techniques. 

The purpose of this paper has been to indicate, in 
necessarily rather condensed form, the background 
from which, or through which, the trained accountant 
in Ireland today has emerged, or is emerging. Тће 
commercial and industrial and social development in 
the first half of this century, boosted to an almost 
inconceivable extent by two world wars which 
between them absorbed an actual one-fifth of the 
,first half and affected the greater part of the те- 
"mainder, may be followed by even more rapid 
development i in the second half of the century. 
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Mechanization i 


The human race is obviously only on thé fringe of 
great scientific progress, and, although possibly it 
may destroy itself on that fringe, we cannot bank 
on that. On the contrary, we must assume that 
mechanization, already widely applied in the account- 
ing and recording fields, but still perhaps in its infancy, 
will affect the work and the future of the accountant 
to an increasing extent. Consideration of this future 
cannot be anything better than speculation as to the 
effects of mechanization, including ‘automation’ and 
‘électronics’ on the work of the personnel generally 
in the industrial and commercial giants of today. 

` ` Mechanical contrivances do introduce great possi- 
bilities of achievement in the costing and statistical. 
départments of such businesses, even as they have 
already done on the accounting side. Whether in the 
end they will contribute to the provision of better 
consumer'goods and services at lower prices, or 
better standards of living for the community as a 
whole, will: presumably be the acid test of their 
utility and efficiency. Knowledge of these mechanisms, 
and familiarity with their uses and with their adapt- 
ability, cah only be acquired by personal contact, and 
here it will be for the specialist salesman to ‘put 
over" his goods by demonstration and training. 


~ Principal Function of Professional Bodiés 


The principal function of the Institute 20 the other 
professional bodies of accountants will be to en- 
deavour to keep the training of the accountant at 
standards which will continue to make him a valuable 
unit somewhere in the administration, production 
and service lines. Mere changes in the examination 
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syllabus may not be enough in future, nor will the 
provision of opportunity in the practising account- 
ant’s office. One cannot rule out in the training perioc 
of the future the necessity of co-operation with larg: 
industrial concerns which are highly equipped witl 
mechanical aids, or with the actual producers о 
these mechanical aids. ` 

Reference has already been made to the grea 
extent to which members of the. Institute are nov 
employed in industry and commerce etc., and ont 
must assume that the future expansion of the Institute 
will be to ап increasing extent in that direction. Or 
the audit side it does not seem outside the range o: 
possibility to contemplate that at some point oi 
other the audit of very large concerns may be reducec 
more or less to a concentrated state, and with the aic 
of a mobile electronic 'screen' the auditor may see at : 
glance all that needs to be seen, including the cloud: 
spots, if any, and certify accordingly! In the words o! 
the late H. С. Wells “This here progress – it keeps on 
You'd hardly think it could keep on'. 

. Someone has said – very rightly I think – that 
| ‘the prestige and standards of any profession depenc 

on the view taken by its members of the nature o! 
- their calling’, 
and the last word must be : a tribute to the Institute 
and to the prestige and esteem which it has createc 
for itself in the sixty-eight years of its existence 
While it cannot afford for one moment to rest on iti 
laurels, one is entitled to assume that the maintenanct 
of high professional principles and its ability tc 
serve, which have been.its distinguishing character. 
istics in the past, will continue to be the chief aim о 
its council and members in the future. On that basi: 
its future will be assured. | 


WEEKLY NOTES 


-. Cost Accountants’ Examinations 
In-the-June 1956-examinations of The Institute of 
Cost. and Works Accountants, theré were 87 candi- 
dates for thé management accounting -Fellowship 
examination, of whom 16 were successful- the 
Lewton Coronation Prize’ being - awarded to Mr 
H. T. A. Hastie, of Alloa. ` 
: A total of 1,455 candidatés sat for the wholé or 
part of the Final examination, 225 passing the 
complete examination, 61 Part A only and 204 
Part B only; the remaining 965 carididates failed. 
Mr A. Е. R. Watkins, ofiLetchworth, Herts, gained 
first place and has been awarded the S. Laurence 
Gill Prize. The Donald L. Moran Prize (mariage- 
ment ~ factory and distribution) was. won by Mr J. 
Phillips, of Newcastle upon Tyne, and the Lever- 
hulme Prize (cost accountancy) by Mr W. СЕ. 
Hartley, of Halifax, and Mr G. H. Richardsog, of 
Retford. Е 
In the Intetinedinte examination there were 
2,912 candidates, of whom 113 passed Parts I and II, 
598 passed Part I and 287 passed Part П; 1,914 


candidates failed. The GE Russell Memoria 
Prize for first place was awarded to Mr G. D 
Byam Shaw, of Bi ham. 

А summary of the results, together with the name 
of the successful candidates іп the Fellowshiy 
examination and of those who completed the Final 
appear elsewhere i in this i issue. 


Priming the Colonial Pump 


Since 1946 over £100 million has been spent or 
cultural, social and other development programme: 
in the Colonies. In a recently issued booklet entitle 
Colonial Development and Welfare, 1946-1955, thi 
Colonial Office shows how the grants madé unde 
the Colonial Development-and Welfare Act of 194. 
have been utilized: Of the total of {100 million uy 
to 1955, £1074 million was granted for research 
4149 million for road construction and improvement 
£1771 million for agricultural and veterinary services 
£16-ge million for health services; {11-3 million 
for water and sanitation, and {4:0 million toward: 
housing projects. 
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Probably the most important result of the grants, 
however, has been their ‘multiplier,’ or ‘pump- 

riming' effect on investment in the colonies. It has 
cen estimated, for example, that one of the effects 
of injecting money into the colonies under the Act 
. has been to enable capital schemes worth боо million 
to be put into effect, besides attracting up to {60 
million of private capital a year and giving an added 
incentive to further investments by Colonial Govern- 
ments, the Colonial Development Corporation and 
the Overseas Food Corporation. Quite apart from the 
returns on investment already made, are the less 
tangible but no less valuable rewards of the future, 
which will accrue from current basic research, better 
health and improved educational facilities. Grants 
made over the last year (to March 31st, 1956) include 
£1,050,000 for the erection of new permanent 
buildings for the University College of Rhodesia 
and Nyasaland; £155,000 towards the construction 
of a technical college at Nairobi; and £103,000 for 
the erection of a new chemical laboratory at the 
University College of East Africa. Last year £5-3 
million was spent on education schemes under the 
Act, out of a total of £15:9 million granted in the 
twelve months ending in March 1956. 

The importance of the grants is evidently not 


January 1956, Mr Геппох-Воуд, the Colonial 
Secretary, announced the Government's intention of 
increasing still further the amount of money going 
to the colonies: and this promise was recently 
fulfilled when it was announced that further grants 
totalling £120 million will be awarded for the next 
four years of the validity of the Act, which has been 
extended beyond the period originally intended. This 
will bring the total spent during the period 1946 to 
1960 up to £220 million; an average annual rate of 
expenditure of £24 million is envisaged for the next 
four years, compared with an average of around £15 
million a year to date. It is not easy to speculate 
where the money will go in future, but one topical 
example of need is provided by Malta. Whatever may 
be thought of Mr Mintoff's claims as a whole, in the 
important field of international communications, 
which is still the responsibility of the Imperial 
Government, the island is certainly sadly deficient. 
There can be few parts of the civilized world which 
can only be contacted by telephone for two hours a 
day. Mr Mintoff has surely a firm claim here for 
quick attention, and the Colonial Development and 
Welfare Act may well supply the answer. 


Monopolies Report on Rubber Footwear 
The Monopolies and Restrictive Pra&tices Commis- 
sion has now reported. on the supply of certain 
rubber footwear (H.M. Stationery Office, price 5s). 
The Rubber Footwear Manufacturers’ Association 
and the Association of Hong Kong Rubber Footwear 
Importers are said (0° restrict competition, in the 
conduct of their affairs. 

The Commission recommends that metnbers of 
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the Rubber Footwear Manufacturers’ . Association 
should cease consulting one another about prices and 
should be free to negotiate special prices on large 
orders without notifying each other. The under- 
standing between members of this Association not 
to change prices during a particular season 18 against 
the public. interest and should cease. The existing 
resale price arrangements are not considered to be 
against the public interest but the Commission 
object to a classified list of traders being maintained 
to register those entitled to wholesale prices. The 
collective selection by the Association of users 
entitled to special terms is considered to be against 
the public interest. 

So far as imports from Hong Kong are concerned, 


the Commission do not think that existing arrange- 


ments with the Hong Kong Rubber Footwear Im- 
porters, concerning exports, is inimical to the public 
interest but if the scope of the reciprocal agreements 


‘were greatly extended the whole position should be 


re-examined 


| The Government will not take action on this report, 
a8 indicated in the second reading of the Restrictive 


‘Trade Practices Bill, since it is a matter which will be 


Practices Court. 
“underestimated by the British Government. In | 


subject to the јасна of the Бюро Restrictive 


Hire- piian Debts 


The amount of hire-purchasė debts outstanding fell 
further in June to a total of £397 million compared 


with £405 million at the end of May and £450 


million at the end of 1955. There are signs, however, 
that the rate of decline is now slowing down since it 
amounted to only 5 per cent in the second quarter 
of 1956 compared with 7 per cent in the first quarter. 
In the case of household“ goods, particularly radio 


‘and electrical equipment, there was a small rise in 


sales on hire-purchase during June. 

The opening of the Radio Show at Earl’s Court 
this week should give a further stimulus to sales of 
radio and television sets. Sales of furniture showed 
little- change in June, but. mainly on account of a 
decline in sales of cars compared with the relatively 
high figure in May, new credit extended by finance . 
houses fell by 7 per cent. 

Of the total debt outstanding some £234 million 
is owed to retailers and the balance of £164 million 
to finance houses. The amount owed to retailers fell 
by about 2 per cent in June and that to finance.houses 
by about 1 per cent. In the absence of further restric- 
tions it would seem that further declines may be 
relatively small though there is unlikely to be any 


. marked advance in total hire-purchase business. 


Even if, as suggested above, radio sales increase, 
thesg may well be offset by declining seasonal sales 
of,cars. 

Measures designed to close loopholes in the hire- 
purchase restrictions introduced last February were 
announced by. the Board of Trade on Tuesday. 
" They are referred to on another page of this 
issue. . 
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Wages in the Engineering Industry ... 


The decision of the Confederation of Engineering 
and Shipbuilding Unions last week to instruct its 
executive to make an immediate application for a 
substantial wage increase for all manual workers in 
engineering and shipbuilding seems likely to provide 
the first serious test of wage restriction policy. 
Although no specific figure was mentioned at the 
conference the unions are reperted to have in mind 

` an increase of about £1 per week. The fact that the 
claim is to be put forward at all must be regarded as 
a first round defeat for the Government in view of 
their continued exhortation to the trades unions 
to exercise restraint in wage claims. The real test 
will, however, come when the engineering employers 
turn down the application, which they have already 
committed themselves to do. 

The employers’ action in rejecting the wage claim 
before it was submitted appears to have had the 
opposite effect from that intended and to have 
encouraged delegates to press the claim. The presi- 
dent of the Amalgamated Engineering Union com- 
plained that in urging wage restraint the Government 
had offered no quid pro quo on dividends or bonus 
shares and added that no trade union could ever 
agree to refrain from trying to improve its members’ 
living standards when other people were improving 
theirs. This argument may be less easy to sustain 
by the time the claim is formulated and the employers’ 
reply is received, since there is already evidence of a 
fall in the profits of a number of engineering com- 
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panies and the number of such falls may well increase 
considerably by the end of the year. 

One of the main arguments against a substantia 
rise in wages is provided by the export situation 
With the decline in exports of coal and of textiles, 
the proportion of total British exports accounted foi 
by the engineering industry has grown steadily, anc 
the trend of engineering exports is now one of the 
most important factors determining the country’: 
balance of payments. It is quite clear, however, that 
this trend cannot be sustained if export prices are 
forced upwards due to a further large rise in wages. 


... and in Rayon Weaving 


It is seldom these days that an application is made tc 
reduce wages, yet this is what has happened in the 
rayon weaving industry. It is said to be the first 
attempt to reduce wages in the industry since 1932. 
The employers’ proposal, which would reduce 
gross earnings by up to 15 per cent, applies only tc 
those weavers whose earnings are still linked to the 
old uniform list system of payment. It+is therefore ғ 
technical adjustment and is not due to depression 
in the industry. At the time the present agreement was 
negotiated, rayon was a comparatively new fibre and 
the agreement provided for special premium pay- 
ments up to 40 per cent higher than in cotton weaving. 
It is perhaps not a bad thing that employees shoulc 
be reminded that wage adjustments cannot always 
be in an upward direction. 


TAXATION CASES 


Full reports of the cases summarized in these columns will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Saunders v. СТЕ. 
In the Court of Appeal – July 2nd, 1956 
(Before Lord Justice SINGLETON, Lord justice 
. Morris and Lord Justice ROMER) 
Income tax — Settlement — Power to.release sums from 
settlement — Whether power to determine provision of 
settlement — Finance Act, 1938, Section 38. 

In 1951, two sums of £100 and {£25,000 were 
settled, and the trustees were given power to pay or 
apply any part of the capital for the benefit of members 
of a specified class ‘freed and released from the trusts 
concerning the same’. There was a stipulation to the 
effect that any exercise of this power during the 
settlor’s lifetime was to be subject to the limitation 
that the remaining capital of the trust funds should 
not be less than 2100. 

It was contended on behalf of the appellant that the 
exercise of this powér was not the determination of 
any ‘provision’ of the settlement, and that, therefore, 
the case was not caught by Section 38 (2) of the 
Finance Act, 1938. 3 

Held (reversing the decision of Mr Justice Wynn- 
Parry), that whether the word ‘provision’ referred to 
a part of the written document, or referred to benefits 


provided by the settlement, the case was not within 
Section 38 (2). 


Milne's Executors v. C.I.R. 
In the High Court of Justice (Chancery Division; 
July 3rd, 1956 
(Before Mr Justice УАЈБЕХ) 
Surtax — Life interest in trust fund — Power of trustee: 
to pay sum every year on request — Whether income 
receipts — Finance Act, 1927, Section 38. 

A testator left the residue of his estate in trust foi 
his wife for life. He authorized the trustees to raise 
out of capital, and pay to his wife each year, оп : 
request by her, a sum not exceeding £1,000. The 
testator ressed his intention as being that suck 
sums should Be available to her for her maintenance 
апф support in addition to the income of the trusi 
fund. 

The Special Commissioners decided that the sum: 
in question formed part of the widow's income foi 
surtaxepurposes. | 

Held, that the Special Commissioners’ decisior 
was correct. 
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FINANCE AND COMMERCE 


While the stock-markets have kept reasonably firm 
the amount of general public investment business 
is still small. For the present a ‘wait and see’ policy 
is being adopted and the market is largely dominated 
by professional speculative activity. 


Simplified Statement 
This year's accounts of C.V.A. Jigs, Moulds & Tools 
Ltd, provide a number of items for comment. 
More modern form has been adopted and more 
detail provided, particularly in the form of notes. 
The schedule of fixed assets, for instance, covers two 
pages and includes group and parent figures with 
comparisons. Qualified valuers have given a new 
valuation to the plant which lifts the book figure 
from £438,000 to £920,000. The valuation has been 
adopted in the accounts and the surplus taken to 
capital reserve. The final result of these changes is a 
more informative set of accounts, more easily read. 

With these changes, the opportunity has been 
taken to provide simplified statements of the financial 
operations during the year and of the financial posi- 
tion at its close. The statement, which we reprint this 
week, should be useful to shareholders and still more 
to the employees of the group to whom copies have 
also been made available. We sincerely echo the 
directors’ hope that the statement ‘will foster the 
spirit of good industrial relations.which already stand 
at a high level in our case’, 

There is one point, however, that might well be 
considered. The simplified operating statement shows 
employees the dent payments to them for the time 
they worked and for time not worked; for other 
benefits, such as pension schemes and National 
Insurance; and for P.A.Y.E. paid over on their 
behalf. Would it not be more pointed to show inset 
dividends gross, the tax deduction, and then the 
amount finally paid over to shareholders? It would 
keep the heavy tax element in view and bring to the 
fore the size of the slice taken by the Inland Revenue. 


Sorry Business 
It is a sorry business for a company chairman to have 
to admit to shareholders that his optimistic forecast of 
results was based on insufficient information – very 
insufficient. 

At the annual meeting of Ben Williams & Co Ltd, 
clothing manufacturers, in May 1955, at which the 
accounts to December 31st, 1954, were presented, 
Mr B. W. Williams, chairman and managing director, 
had ‘every confidence’ for successful trading in 1955. 
At the recent annual meeting with the 1955 accounts, 
he confessed to being ‘too optimistic’. He had ‘based 
his remarks of a year previously on the fact that 
-turnover was 14 per cent up. ‘No figures as to profit 
and loss were available to me at the time.’ The year 
produces a trading loss of £4,395 against the*previouse 
trading profit of £25,334. There is по dividend 
against the 7$ per cent previously paid, the carry- 


forward is down from £19,478 to £2,246, and the 


, directors! income has been cut as part of an economy 


move. 

Mr Williams said: 'In August 1955, the results 
from our usual six-monthly trial stock-taking were 
presented to me. The serious losses shown wére а 
great shock to me and after many consultations with 
our auditors and the company's secretary, it was 
decided on a further trial stock-taking on September 
3oth, and from this it was found that losses had 
increased. 

Investigation 

‘On a suggestion from Mr Stokes’, Mr Williams 
continued, ‘I decided to ask further advice and 
instructed Davie, Parsons & Co, chartered account- 
ants, to investigate and report on our present diffi- 
culties, which included the credit squeeze then in 
operation. Mr Esden, a partner in Davie, Parsons 
personally conducted this and gave me his report 
on November 24th.' 

Mr Esden, in his report, explained, among other 
things, that Mr Williams had been absent for the 


.greater part of twelve months owing to illness and 
-that there seemed little doubt that during much of 


that period the company lacked  co-ordinated 
direction. 
Following the appointment of Mr J. S. Williams, 


„СА, as secretary, in August 1955, the board now has 


the benefit of ‘a financial statement every month, 
which enables us to see our position more clearly 
than has been the case in the past’. The secretary 
has also ‘already revised our costing system as it 
badly needed bringing up to modern standards’. 

And the board has now a monthly profit and loss 
account for each factory. 

Accounts are being prepared for six months’ 
trading to June 30th, 1956, and a ‘short report’ on 
the position is to be sent to shareholders when these . 
accounts are ready. 

One mentions such things with the hope that the 
lesson of one company's misfortune will be widely 
applied. Every time anything like this happens, one 
feels that surely it is the last. And then another case 
arrives. 

The importance of an adequate system of costing 


„cannot be over-emphasized. It is suggested that it 


might well be within the province of company 
auditors to satisfy themselves that there is at least a 
minimum of internal accounting as will keep directors 
informed on monthly results. 


Money Market 
The market increased its bid to {98 15s at the 
Treasury bill tender on August 17th, and the average 
‘discount rate was reduced to £5 os o:43d per cent 
as a result. Total applications dropped sharply to 
£393,365,000. This week's offer is бато million 
-against maturities Óf £250 million. 
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E. H. JONES (MACHINE TOOLS) LIMITED and C.V.A. SMALL TOOLS LIMITED 





SIMPLIFIED OPERATING STATEMENT 
Report for 1955 compared with 1954 


e "i £ 
OUR INCOME WAS OBTAINED FROM: 
Sales of Products and Services, producing Plant and Toollng for our own use, 
Hiring of Machines to Curtomars, Commissions, Rents and other r'Suadry 
Receipts .. 2р М Ре m oe 3s s 55 3,141,466 
WE INCURRED EXPENDITURE AS FOLLOWS: 
Materials, supplies, advertising and services bought from others Ve 4316732 
Wear and tear resulting from the use of machinery, tools, drawings and 
buildings  .. vis vs is E ws xe P v. s 258,143 
Interest on money borrowed to help finance the business 5. 58 К 52,880 ls 
———— 04,6278 
Payments to Employees or used for thelr direct benefit: 
For time worked, wages and salaries .. Vv s Фу $ .. 1,183,512 
For time not worked, including pay for holidays, both annual and statutory, 
and retirement payments RP s e vs T6 56,414 
For other employee benefits, such as premiums for pension schemes and 
National Insurance contributions . . s А 52,575 


For P.A.Y.E. Taxation рај over on behalf of èrnployess .. 83,989 
— 1,376,490 


Taxation paid or provided: : 
Income Tax and Profits Tax onthe year's results .. Em га is 81,509 


les: —— 3,085,814 
. Expenditure temporarily In Increased Work in Progress — .. M D 63,162 
—— 3,022,652 
МЕТ OPERATING INCOME FOR THE YEAR Зу M А E 118,814 
Add: i 
Non-recurring Credit resulting from pecia е Deproclatlon over- 
provided on Assets sold m .. . . .. us 6,935 
THERE REMAINED THE NET INCOME FOR THE YEAR  .. ES 125,749 
Allocated to Shareholders: ` 
Preference Dividend sis ahs Vs ss ES .. .. .. 11,069 
Ordinary Dividend s I ЗС os E me ak .. 8,625 





19,694 


REINVESTED IN OUR BUSINESS: 


Amount retained in our business to protect future payrolis, and employee ———— 
benefits, and to provide part.of the working funds needed for new equip- £106,055 
ment and product development 





SIMPLIFIED STATEMENT OF FINANCIAL POSITION 


at 3ist December, 1955 
-OUR ASSETS: s 


. Cash at Bank and in hand .. EM - . we m .. wey an m 2% és e vs 
Money due to the Company (mostly m. uomen and Investments Vs D xxi 


1,167,118 


230,532 


39,762 


982,492 
47,169 
44,481 
65,257 


Materials, parts In varlous stages of manufacture In the factories, and finished products ind service parts baing held fr saje 


Land, Bulldings, Plant, Equipment, Motor Vehicles and Tooling, after providing ‘for wear and tear resulting from the use of these assets 


Designs, Patents, Manufacturing Rights and Development Expanditure .. za y» e ss es .. 
TOTAL ASSETS... n T 


OUR LIABILITIES: Е 
Loan Capital: £300,000 44% Unsecured Loan Stock repayable between 1953 and 1958 .. e = is 


Bank Loans and Overdrafts, Mortgages, and Hire Purchase Accounts, being money borrowed to help finance our operations 


For materials, supplies, wages, salaries, employee benefits, dividénds payable, and other normal business expenditure 


For taxes E al Se Ма zu 5 25 eo €. ES sis e 2e 5 22 zu 


TOTAL LIABILITIES .. ne .. .. 


CAPITAL EMPLOYED IN THE GROUP: • e 


The difference between our Assets and our Liabilities represents tha book value of the apial employed in our business .. 


This represents a capita! Investment of £675 per parson employed In the Group as at 3lst December, 1955. 











1954 
£ £ 
2,608,953 
1,437,412 
1,139,399 
. 
71,951 
2,648,762 
134,376 
2,514,386 
94,567 
12311 
106,878 
10,588 
8,625 
.—— 19,213 
£87,555 
L£ 
.. 1,060,799 
. 1,635,447 
eo. 34,036 
2000 .. £3,303,874 
. 300,000 
. 60,398 
2 e 523,135 
j . 7236,409 
.. £1,681,942 
ЗА „£1,621,932 
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CURRENT LAW 


Bankrupt Divorced Wife 


The Court of Appeal has affirmed (01956), 2 All E.R.. 
753) the decision of Upjohn, J., in Tennant’ s 
Application ([1956], 1 All E.R. 425), hich was a case 
under Section 51 (2) of the Bankruptcy Act, 1914. 
That subsection provides: 

‘Where a bankrupt is in receipt of a salary or 
income other than as aforesaid [where the debtor is 
an officer of the army or the navy, or an officer or 
clerk in the Civil Service of the Crown], or is 
entitled to any half-pay, or pension, or to any com- 
pensation granted by the Treasury, the Court, on 
the application of the trustee, shall from time to 
time make such order as it thinks just for the pay- 
ment of the salary, income, half-pay, pension, or 
compensation, or of any part thereof, to the trustee, 
to be applied by him in such manner as the Court 
may direct.’ 

The applicant, the former husband of the debtor, 
sought the direction of the Court how, as between the 
debtor and the trustee in bankruptcy, he should dis- 
pose of a monthly sum of £50 payable by him to the 
debtor under a deed whereby he covenanted to pay 
her that sum by way of maintenance during her life. 
On her adjudication in 1952, the debtor had agreed 
with the trustee that he should receive these main- 
tenance payments for the benefit of her creditors. In 
April 1955 she obtained her discharge subject to a 
suspension of two years, but by June of that year her 
financial position had deteriorated and she gave the 
trustee notice of revocation of that arrangement, 
which he refused to accept. Upjohn, J., held that the 
monthly sum remained payable to the debtor until, 
on the application of the trustee, the Court should 
make an order under Section 51 (2) for payment to 
him. In affirming the decision of the learned judge, 
and holding that the monthly sums constituted 
income within Section 51 (2), the Court of Appeal 
applied Ex parte Huggins; Re Huggins ((1882), 21 
-Ch.D. 85), and Re Landau; ex parte Trustee ([1934], 
Ch. 549). It seems er if property coming within 
the terms of Section 51 (2) vests in the trustee – and 
in Re Tennant’s Applic ton, Lord Evershed, М.Е., 
was at pains to emphasize that he did not decide that 
the monthly sums in question did – then the sub- 
section controls and qualifies the operation of the 
vesting provisions of the Act with’ respect to that 


property. 


Fundamental Breach of a Hiréspurchase 
Agreement e 


The defendant in Karsales. (Harrow) Ltd v. Wallis 
([1956], 2 All E.R: 866) wished to buy a Buick car 
which was second-hand but in excellent condition. 

Being unable to. produce ready cash he arranged to 
make the purchase through M. F. Ltd, a hire-purchase, 
fnance company. 'The transaction was effected by 
the plaintiff company buying the car rand тезе пр it 


to M. Е. Ltd (which at no time saw the car), and by 
M. F. Ltd then letting it out on hire-purchase terms 
to the defendant. These terms contained the following 
provision: 

*No condition or warranty that the vehicle is road- 
worthy, or as to its age, condition or fitness for any 
purpose is given by the owner or implied herein.’ 

M. F. Ltd subsequently assigned all their rights under 
the agreement to the plaintiff. When the car was 
delivered to the defendant by the original owner, it 
was in a deplorable state, and would not go. The 
defendant refused to accept it and the plaintiff sued 
him to recover unpaid hiring charges, interest and 
damages. By his defence the defendant admitted the 
agreement with M. F. Ltd, but claimed that it was a 
term or condition, express or implied, of that agree- 
ment that the car to be hired thereunder should 
correspond with the car which he originally saw and 
approved. Тће Court of Appeal, allowing an appeal 
from Aldershot County Court, held that the plaintiff 
was in breach of an implied obligation to deliver the 
car in substantially thesame condition as that which it 
was in when the defendant first saw it, and, since that 
breach went to the root of the contract, the plaintiff 
was not entitled to rely on the exemption clause in the 
p PE LE and therefore could not succeed in its 

Denning, L.J. (with whom the other members 
‘of the Court agreed), pointed out that in such a con- 
tract the lender must know, from the ordinary course 
of business, that the hirer applies on the faith of his 
inspection of the goods and on the understanding 
that they will be delivered in'substantially the same 
condition as when he saw them. . 


Occupier's Duty of Care 


It was long -considered that the duty which an 
occupier of land owed to a licensee was less than that 
which he owed to an invitee. Today his duty is simply 
to take reasonable care to ensure that his premises are 
reasonably safe for persons coming upon them. The 
defendant in Slater v. Clay Cross Со Ltd ([1956], 

2 All E.R. 625) owned a narrow-gauge railway, part 


-of which. ran through a tunnel. The defendant 


acquiesced in members of the public using the rail- 
"way, including the tunnel, as a short cut, and gave its 
-drivers instructions to adopt certain safety precau- 


‘tions on entering the tunnel The plaintiff was 


injured by a train and it was proved that the driver 
of thé engine pulling the train had ignored the safety 
‘precautions. The-Court of Appeal held that although 
the, plaintiff's knowledge of thé danger of walking 
through the tunnel was a factor in contributory negli- 
gence, she did not take the risk of negligence by the 
‘driver; accordingly, the defendant was liable in 
damages for failing in its duty to take reasonable care 
not to injure. Scd xd pe upon the 
railway.. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
_ The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Church Accounts 


Sm, - I doubt if there are many parochial. church 
councillors or churchwardens who comply strictly 
with, or are even aware of, the legal requirements 
concerning Church accounts as laid down in the 1921 
Measüre, to which Mr Ransted has called attention 
(August 18th issue). 

I confess that when I was a churchwarden I kept 
the cash-book open until all accounts relating to 
the year had been paid and felt that the resulting 
receipts and payments account (supplemented by 
statements of specific cash funds) was more under- 
standable by ordinary parishioners than an elaborate 
set of accounts based upon double entry. I know 
this, in an accountant, i$ heresy, but I hope the 
long familiar pattern of Church accounts on a cash 
basis in country parishes, with their homely and 
intimate items ("Ву Mrs Jones for cakes for ‘choir 


outing’) will long remain to delight even accountants.. 


A curious item of expenditure crept into the 


accounts in my own parish last year; it was described: 


‘Transfer to deposit account— £450 and had a 
disastrous effect on the year’s balance. 

Perhaps the idea was to boost collections and 
encourage freewill offerings! Is this what is called the 
end justifying the means? 

Yours faithfully, 


Woking, Surrey. 


Home Consumption and the Wernher Decision 


SR,- It appears that the Inland Revenue have given 
specific instructions to all Inspectors that the ruling 
in Sharkey v. Wernher is to be applied to all farmers 
and that their own produce etc. is to be credited at 
selling price. 

I suggest that the accountancy profession should 
be united in resisting this for the following reasons: 

(1) A profit in the accepted commercial sense is 
not made until goods are actually sold. 

(2) Goods bought or produced by a taxpayer are 
already his. He cannot again sell them to himself. 
If he eats or otherwise appropriates stock so that it 
‘is no longer part of his stock-in-trade then he is no 
longer trading in that specific item of stock and it 
falls to be deducted from stock or purchases at cost 
price so that it does not enter the trading account. 
‘There is no trading of it. 

If the decision is applied to the village grocer, then 
in principle he would be making a profit every time 
he buys (not sells) a can of beans which he latet 
takes off the shelf for himself. If the can of beans 
cost him x shillings to buy the can is already his 
and he may either sell it to the public (in which case 


R. KETTLE. 


he is trading in it and the transactions enter his 
trading account) or he may eat it himself (in which 
case he is not trading in it and it does not enter his 
trading account). The simple act of eating or keeping 
for oneself what one already owns does not constitute 
trading or any kind of further transaction in the 
commercial sense and therefore the only point at 
which any profit could be said to have been made is 
in the first and only transaction, the purchase. 

(3) If the decision is to be carried to its logical 
conclusion then the whole of the stock-in-trade at the 
end of a financial year should be valued at selling 
and not cost price because that stock is still owned 
and under the control of the proprietor and he has 
made profit at the time he purchased it. 

(4) The basic accounting principle in determining 
trading profit is to ascertain the difference between 
what goods have been sold for and what those same 
goods cost. The traditional form of trading account 
is misleading. The.real object is to ascertain the cost 
price of the goods which have been sold and compare 

. that with what those same goods have been sold for. 
The simple equation is: 
Stock to commence, at cost 
Add Stock Dee. du period 


— cost 


Deduct stock not traded but appro- | 
priated for own use ed propriesor 
—at cost .. 


Deduct stock ee at gegen 
~ — at cost .. А 


Balance, being cost proe of dus 
traded or sold -. 

Can it be that the accountancy profession is to 
blame for its traditional and misleading form of 
trading account where stocks and purchases are 
shown separately instead of only the two figures, 
‘cost of goods sold’ and ‘sales’? 

I notice that even the learned judge confessed in 
his dicta in this case ‘I do not know how his account 
as a trader can properly be made up so as to ascertain 
his annual profits and gains unless his trading 
account is credited with a receipt in respect of those 
goods which he has diverted to his own use and 
enjoyment’. 

It is surely rfbt the trading account but rather the 
stock or purchases account which is credited with the 
cost of stock which has been diverted from trade. 

Yours faithfully, 

Darlington. G. L. MORTIMER. 

• [Previous correspondence under this heading appeared 


in our issues of June 23rd, July 21st and August 4th. — 
Editor] * 
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fhe Savings Certificates (Amendment) (No. 3) 
Regulations, 1956 


(S.I. 1956 No. 1148) 


These Regulations amend the Savings Certificates 
Regulations, 1933, by substituting а new Regulation 
‘or Regulation 4 of those Regulations, and they revoke 
previous amending Regulations which amended that 
Regulation. The new Regulations lays down the 
naximum permitted holdings of Savings Certificates, 
ncluding holdings of the Tenth Issue of National 
Savings Certificates which will be on sale from August 
t8t, 1956, onwards. 

These maximum holdings аге; 

(a) soo unit certificates of all issues up to and 
including the seventh issue, but not including 
the £1 issue; 

(5) 250 unit certificates of the £1 issue; 

(c) 1,000 unit certificates of the eighth issue; 

(d) 1,400 unit certificates of the ninth issue; 

(e) 600 unit certificates of the tenth issue, exclusive 
of holdings of previous issues. ; 

Price 3d net. August Ist, 1956. 
The Ulster and Colonial Savings Certificates 
(Income Tax Exemption) (Amendment) 

Regulations, 1956 i 
(S.I. 1956 No. 1149) 


These Regulations amend Regulation 3 of the Ulster and 
Colonial Savings Certificates (Income 'T'ax Exemption) 
Regulations, 1956. Their effect is to increase, by the 
addition of 600 unit certificates issued on or after 
August rst, 1956, the maximum holding of Ulster, 
Colonial and certain other savings certificates the 
interest on which is in certain circumstances, exempt 
from income tax under Section 193 of the Income Tax 
Act, 1952. 
Price 3d net. August Ist, 1956. 
The Trustee Savings Banks (Amendment) (No. 2) 

Regulations, 1956 

(S.I. 1956 No. 1179) 


These Regulations substitute a new Regulation for 
Regulation 29 of the Trustee Savings Banks Regu- 
lations, 1929, which provided that the trustees of 
trustee savings banks should in certain circumstances 
require the production of a statement from the Com- 
missioners of Inland Revenue as to payment of death 
duties where the net estate of a deceased depositor 
exceeded £100. Under the new Regulation such a 
statement will not be required unless the aggregate 
value of the specified assets (as defined in the Regu- 
lation) of the deceased exceeds £500. 


Price 3d net. Aügust 6th, 1956. 


The Post Office Savings Bank Amendment 
(No. 5) Regulations, 1956 


(S.I. 1956 No. 1189). 


These Regulations substitute a new Regulation for 
Regulation 40 of the Post Office Savings Bank Regu- 
lations, 1938, which provided that the Postmaster- 
General should in certain circumstances require the 
production of a statement from the Commissioners of 
Inland Revenue as to payment of death dutid& where • 
the net estate of a deceased depositor exceeded £100. 
Under the new Regulation such a statement will not be 
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Price 3d net. 
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required unless the aggregate value of the specified 
assets (as defined in the Regulation) of the deceased 
exceeds £500. 


August 6th, 1956. 


Огдег, 1956 
(S.I. 1956 No. 1190) 


This Order makes it unlawful, without the consent of 
the Treasury, fora company to issue securities, except 
in certain circumstances, in consideration of the 
transfer of property. 
Price 3d net. August 2nd, 1956. 
Тће Bankruptcy (Amendment No. 2) Rules, 
1956 


(S.I. 1956 No. 1197 (L. 13)) 


These Rules amend the Bankruptcy Rules, 1952. They 
enable the offices of the Chief Bankruptcy Registrar 
to be closed on Saturdays. Saturdays are to be excluded 
in computing time limits of less than six days prescribed 
by the Rules. The provisions for the production of 
evidence of judgments on applications for the issue 
of a bankruptcy notice are expanded to include evi- 
dence of judgments of Courts other than the High Court 
or а County Court. 
Price 3d net. 


The Income Tax (Purchased Life Annuities) 
Regulations, 1956 
(S.I. 1956 No. 1230) 


'These Regulations lay down the procedure for giving 
effect to Section 27, Finance Act, 1956, which exempts 
from tax the capital element in a purchased life annuity. 
They also prescribe the mortality tables to be used for 
computing the capital element and provide for 
reference to the Government Actuary in any case 
that is not within the scope of the tables referred to. 
'The Regulations provide for a claim to the exemp- 
tion to be made by the annuitant, for particulars of the 
annuity to be furnished-by the concern paying it and 
for the title to exemption dnd the amount of the capital 
elemerit to be determined by the Inspector of Taxes 
subject to the same right of appeal as exists against an 
income tax assessment. Provision is made for tax 
deducted from or assessed upon so much of the annuity 
as the determination declares to be the capital element 
to be repaid back to April 6th, 1956 (but if the claim 
is made on or after April 6th, 1963, for not more than 
six years back). Provision is made for informing the 
payer of the annuity how much of it is to be subject 
to deduction of tax at the source in the future. 
~. The Regulations also provide that if the Inspector 
or the annuitant discovers an error in the determina- 
tion of the capital element, it may be revised subject 
to the same right of appeal against the revised deter- 
mination as against the original determination. When 
a revised determination is settled, the tax paid for 
past years is to be adjusted by repayment or by addi- 
tional assessment as may be necessary subject to not 
gding back beyond April 6th, 1956, or for more than 
years (except that the six-year limit is not applic- 
Ae where the original determination gave too high 
a capital element and was obtained by fraudulent 
means). 


Price 4d net. е 


August 8th, 1956. 


August 15th, 1956. 
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NOTES AND NOTICES 


Personal 


Messrs Price WATERHOUSE & Co (European firms) 
announce that Mr THOMAS.LOWE FERGUSON, О.В.Е., 
c.A., who has been associated with the firms since 
1920, retired from partnership on June 3oth, 1956. 
The office in Brussels is now in charge of Mr 
У/упалам Kerr, C.A, until recently one of the 
partners resident in Paris. They also announce 
that on July rst, 1956, Mr RicHaRD NEVILLE 
ВЕООКЕ, A.C.A, Mr EucsNE Dav Lacy, С.Р.А. 
(New York) and Mr GEORGE Ernest CUSWORTH, 
A.C.A., were admitted to partnership. Messrs BROOKE 
and Lacy are resident in Paris; Mr CUSWORTH, 
who is at present in Hamburg, will be resident in 
‘Frankfurt/Main from November ist, 1956. In 
addition. Mr Waro H. BELCHAMBER, A.C.A., 
resident in Rome, has been admitted to partnership 
in Italy. АН were previously members of the staff 
in Europe. The office in Hamburg has been removed 
to rx Alter Fischmarkt, Hamburg XI. Telephone: 
33 88 51/52. 
Messrs Story, HAYWARD & Co, Chartered Account- 
ants, announce that they have removed their offices 
from both Giltspur Street and Upper Grosvenor 
Street, London, to new and larger accommodation 
at 97 and 99 Park Street, London, Wr. Telephone: 
Grosvenor 8951. Mr R. J. HAYWARD, F.c.a., although 
now retired from general practice, is maintaining an 
office at 5 Giltspur Street, EC1, and Mr С. H. 
BARCLAY, F.C.A., will remain at 22 Upper Grosvenor 
Street, Wr, and continue as a consultant to the firm. 


Professional Note ~ 


Mr H. Franklin Carpenter, С.В.Е., Е.С.1.5., Е.5.А.А., 
Chairman of the Electricity Authority of Cyprus, and 
a member of the South Eastern Electricity Board, 
has been appointed Vice-President of the British 
Electrical Development Association, in recognition 
of his services to the Association and to the electricity 


supply industry. 


Solicitor of Inland Revenue 
Mr Angus Fraser, Barrister-at-Law, has been 
appointed Solicitor of Inland Revenue in succession 
to Sir Bernard Waterer, C.B., who is retiring from 
the public service on October rst, 1956. 


Income Tax: Purchased Life Annuities 


Тће Commissioners of Inland Revenue, in exercise 
' of the powers conferred on them by Section 28, 
Finance Act, 1956, made regulations on August 8th, 
1956, laying down the procedure for giving effect to 
Section 27, Finance Act, 1956, which exempts fram 
tax the capital element in a purchased life annuity. 
The regulations are entitled the Income Гак 
(Purchased Life Annuities) Regulations, 1956, and, 
were published on August 1 5th, 1956, as S.I. 1956 
No. 1230. 


Тће Chartered Accountants' Benevolent 
Association 


MEETING OF EXECUTIVE COMMITTEE 
Mr George R. Freeman, Е.С.А., President of the 
Association, was in the chair and five members of the 
committee were present at a meeting of the Executivé 
Committee held on August ist. 


Applications for Assistance 

Two new applications for assistance from the 
general fund and two new applications from the 
special fund were considered. In three cases a un 
or a donation was made and in one case (special 
it was decided that no grant could be made. 

Fourteen applications for further assistance were 
considered; in ten cases the grant was renewed and 
in four cases the grant was increased. 


`- Matters reported 
'The honorary secretary reported changes in the 
circumstances of certain beneficiaries. "In two cases 
donations were approved, in one case the grant was 
increased and in one case the grant was reduced. 
In two cases the circumstances of the beneficiaries 
had improved so that assistance was no longer 
necessary. It was also reported that one beneficiary 
had entered Ridgemead House, a home of Crossways 
Trust. 
Hire-purchase Control 


Two new orders affecting the control of hiring, 
hire-purchase and credit sale agreements were issued 
by the Board of Trade on Tuesday. They are sup- 
plementary to the restrictions imposed in February. 

The first of the new orders, the Control of Hiring 
(No. 2) Order, is chiefly designed to prevent the · 
use of successive short-term hirings in order to avoid 
the present stipulation that nine months’ rent for 
controlled goods shall be paid in advance for long- 
term hire. It therefore makes illegal any hiring 
agreements for controlled goods which are for a 
definite period of less than nine months; that is to 
say, agreements must now be either for an indefinite 
period or for nine months or more. 

The principal changes effected by the Hire 
Purchase and Credit Sale Agreements (Control) 
(Amendment) Order, 19562, are in respect of the 
provisions relating to capital goods where progress 
payments are made during or before manufacture. 
It extends the existing provisions to cover shop and 
office furniture and fittings, and mechanically- 
propelled veh®les, and provides that where plant, 
machinery, etc., is delivered in parts, the date of 
delivery is deemed to be that of effective completion 
of delivery. It also changes the terms applicable to 
contracts for plant and machinery which include 
provision for installation. 


1 S.I. 1956 No. 1269. H.M.S.O., за net. 
* S.I. 1956 No. 1270; H.M.S.O., ad net. 
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South Eastern Society of Chartered 
Accountants 


l'he South Eastern Society of Chartered Accountants 
ias arranged to hold its seventh annual students’ 
‘esidential tuition course at the Royal Pavilion, 
Brighton, from September 24th to 28th. 

The course is divided into two sections, Final and 
[ntermediate, and both sections have an interesting 
»rogramme of lectures. The fee for the course will be 
£3 15s od, and will include the course dinner and 
ight refreshments between lectures. Arrangements 
'or hotel accommodation can be made for students if 
lesired, and a grant is made towards the cost of this 
iccommodation and towards trav expenses. 

Chartered accountant students within the area of 
he South Eastern Society wishing to attend the 
зоштве should apply for registration forms to the 
Assistant Secretary, Mr T. T. Nash, A.C.A., 33 Law- 
rence Road, Hove, 3. Some vacancies will also be 
гевегүей for students from other areas. , 


Chartered Accountants’ Hockey Club 


[he Bank of England defeated the Chartered 
Accountants by 7 goals to 3 in an evening match 
layed at Roehampton on August 8th. 

The game was more evenly balanced than the 
icore suggests, but the Bank of England forwards, 
with P. Austen the England forward at the helm, 
оок all their opportunities and gave the Accountants’ 
lefence an exhibition of ball control. 

From the first whistle, the Bank opened the attack 
ind although balked on a number of occasions by 
2, Boobbyer at centre half, the forwards scored four 
imes in the first half against one goal scored by K. W. 
-unningham for the Accountants. 

The Accountants settled down in the second half 
ind closed the gap with a second ‘goal scored by 
<. W. Cunningham. D. G. Hicks played a stalwart 
rame in the Accountants’ goal-mouth but was 
inable to withstand the weaving approach of P. 
\usten for the Bank who scored three further goals. 
[he Accountants’ forward line worked hard with 
3. D. Rathbone, K. W. Cunningham and G. Robson 
ust failing to score in a number of occasions. Finally, 
. W. de Putron bore in from the right wing and 
cored the Accountants’ final and third goal. ^ 

The Chartered Accountants were represented by: 
2. С. Hicks (Southgate Adelaide); N. C. Campbell (Cheam); 
2. О. Merriman (Reigate) (Captain); E. C. Harris (Blue- 
tarts); P. Boobbyer (Wimbledon); A. . Jones (Polytechnic); 
|. C. Bingham (Wimb Cunningham (Cen- 
ymca); S. D. Rathbone (Reigate); С. Robson (Purley); 

- W. de Putron (Furymen). 
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Manchester and Liverpool Students 


А cricket match played between the Manchester and 
Liverpool Students’ Societies at Worsley Cricket 
Ground, Manchester, on August 14th, resulted in a 
win for Manchester by 110 runs. 

The home team batted first in rainy conditions, 
and declared before tea at 202 for 3. Brooks (43) and 
Shaw (60) made a first wicket stand of 81, and Roff 
played a fine innings of 61 not out, which included 
two sixes. 

After the interval, Liverpool went in with two 
hours to play, but only Hewitt (42) and Kirkup 
were able to score freely against the Manchester 
bowling. Liverpool's final score was 92 all out, the 
last four wickets falling for 8 runs. Way took 6 for 
28 and Roff 3 for 13. 

An unfortunate accident occurred diving the 
Manchester innings, when the Liverpool wicket- 
keeper was struck over the eye by a rising ball, 
which necessitated hospital treatment and rendered 
him unable to take any further part in the game. 
However, the substitute lent by Manchester justified 
his existence by dismissing one of the home team 
with a neat catch behind the wicket. 


The Chartered Accountant Students’ Society of 
London 
CRICKET 
The Chartered Accountant Students’ Society of 
London beat the Solicitors Articled Clerks Society 
at Byfleet, Surrey, on August 15th, by 128 runs. 
The Accountant Students won the toss and batted 
and in spite of some early set backs they scored quite 
rapidly and declared at 166-6 at tea. The Law 
Students started fairly well, being 14-0 after six 
overs, but they then lost 4 ‘wickets for 1 run and 
were all out for 38. 


Lawn TENNIS 
A strong London Students’ Society Lawn Tennis 
Club team won convincingly against Middlesex 
Hospital, at Beckenham, by 7 matches to one. 

The first pair, of Anthony and Fowler, won their 
three matches for the loss of only two games and 
Murray and Braham played well to beat the Hospital’s 
first pair in three sets. 

The members of the team were: Anthony and 
Fowler, Hew and Wilden, and Murray and Braham. 


ASSOCIATION FOOTBALL: ANNUAL REPORT 1955-56 
The London Students’ Society Football Club 
enjoyed another successful year although they at 
last lost their unbeaten record held for two seasons. 









56 VICTORIA STREET, LONDON, SWI 


VALUERS AND ASSESSORS 


"ОР WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


JOHN FOORD "ё СОМРАМУ 


Telephone: Victoria 2002 в lines) 
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The team largely depended on its experienced players 
once again, although one or two new-comers were 
grafted into the side and commanded regular places. 
Despite the fact that the same team could not be 
fielded twice in the five matches played, the blend 
achieved was exceptional. 

Against a strong London University XI, a number 
of reserves played and yet the University were held 
until late in the second half, while in the game v. 
Bart's Hospital, the Students, with only ten men, 
fought extremely well to win a remarkable match by 
7-5. The best all-round football, however, was 
displayed in the return game against the Incorporated 
Students when the Society gained revenge for a 
prior defeat with a fine 5-3 win. 

In addition to the normal games, the Students 
were invited to participate in the London Hospital 
‘six-a-side tournament’; two teams were entered and 
one reached the last eight. 


. Results: Season 1955-56 . 


* Goals 
First Eleven P WDLF A 


5 2 1 2 15 15 
v. Incorporated Students Lost 2-3 
о. London University Lost 0-3 
о. St Bartholomew’s Hospital Won 7-5 
v. Incorporated Students Won 5-3 


a 


. London Hospital Drew 1-1 E 

Regular XI-T. McCann, Т. Ball, T. Nadal, M. 
Hocknell, P. Cohen, Т. Morris, D. Simpson, M. Shaw 
(Captain), I. Davey, N. Wilby, B. Jones. 

Also played - B. Noble, B. Thompson, C. Monk, A. 
Dawson, B. Harris, B. Wein, N. Day, A. Grevelins, R. 
Carmichael, B. Boatman. ‘ 

Second Eleven 
t. Incorporated Students 2nd XI Won 2-1 

Team: D. Soanes, B. Thompson, P. Evans, G. Kirk, 
H. Parsons, P. Crane, B. Wein, C. Nash, E. Freer, A. 
Dawson, J. Candy. 


Our Weekly Problem 
No. 132: NINE FOR NINE 
Charles did not play regularly for the Crackers Club 
but in the course of the season he had nine innings 
and an average of nine. Each time he scored he made 
half the total runs he had made in the season so far, 
but after his first performance he unfortunately 
made o every alternate innings. 
What was his top score? 
The answer will be published next week. 


ANSWER TO Мо. 131: l'ANGLED CURRENCIES 
From the following equations: 
5B == 4p + 2d 


34 = 
it will be found that B == 18L. 
There are therefore 18 littels in a bigg. 
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SEVENTY-FIVE YEARS AGO 
From Фђе Accountant or AUGUST 27TH, 1881 
Extract from leading article entitled 
CANADIAN ACCOUNTANTS 

In a recent issue we referred to the establishment of 
The Institute of Accountants and Adjusters of Canada, 
which has its head quarters in the City of Toronto. А | 
few more words as to the constitution and aims of this 
society as expounded in an address delivered in March 
of this year, by its President (Mr. W. Anderson), will, 
we are sure, be very acceptable to our readers. ... 
'The objects of this particular association aré, as we 
learn from the Constitution, “‘to afford to the public a 
guarantee of efficiency and ability by granting its 
diploma or certificate to competent and reliable per- 
sons, and to give expression to the views of the Insti- 
tute as a body upon questions incident to the pro- 
fession." 'The provision of such a guarantee of 
competency and reliability, and such a аи 
together with the view to discussing professio 
topics, and protecting and conserving professional 
interests, are, it is needless to say,.amongst the 
main purposes of the Institute of Chartered Account- 
ants. The circumstances under which the two societies 
exist are no doubt somewhat different, but a perusal 
of the useful and at the same time entertaining paper 
to which we have referred, would lead us to the con- 
clusion that things are in many respects in Canada 
pretty much as they are here. As in England, there are 
plenty of "ambitious or unscrupulous managers who, 
by some clever tricks in book-keeping or cunning 
arrangement of figures, endeavour to conceal some 
weakness in their scheme...” In the opinion of our 
Canadian friends the establishment of their society 
is "likely to have a salutary effect on the compiling 
and publishing of reports..." 








TAXATION REPORTS 
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THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 


Results of Examinations held in June 1956. 
FELLOWSHIP EXAMINATION 


Anderson, D., Welldale, Dumfries. Hardy, L., Welwyn Garden City. 
*Hastie, HET. А., Alloa. 


Dewar, J. C., Glasgow. Hill, D. H., Wendover, Bucks. 
Easson, J. W. G., Falkirk. Jowell, A. J., Shenfield, Essex. 
Fairman, A., Manchester. оверћ, К. Js Karachi. 
Forrest, W. D., Calcutta. Murray, B., Southampton. 


* The Lewton Coronation Prize in ement Accountancy 
87 candidates sat. Of these, 16 candidates (as listed sid dice passed, 71 Adidas failed. 


Parker, W. J., Wembley. 
Rice, L. W., Southampton. 
Strachan, H., Nuneaton. 


Waterson, M., Twickenham. 
Whitehead, A, Leeds, 


s FINAL EXAMINATION 
PARTSA & B 
First Place (S. Laurence Gill Prixe) 


Aydon, C. N., Chester. 


Baldwin, Т. H., Southampton. 
Parraelon h, R. J., London. 
atum, || E., Portsmouth. 
rd Е. Е., Bridgwater. 
Carter, F. J., Bexleyheath, Kent. 


Collins, R. T., London. 


Watkins, А. E. R., Letchworth, Herts. 


Cunningham, M., Liverpool. 
Garbutt, D., Reading. 


Horwood, G. D., Parow, S. Africa. 
Howitt, A. W., London. 

Huggins, L. R., Reading. 
Hutchinson, J. H., Liverpool. 


Krishnamoorthy, V., Shahabad, India. 


Marklew, P., Doncaster. 
Mitchell, J SH Johannesburg. 
Pearcy, E. D Менса upon Tyne. 
е G., London. 

Rop 5., London. 

е, В. J., Dublin. 
Srinivasan, R., Madras. 
Stevenson, G. L., Edinburgh. , 


'33 candidates sat. Of these, 23 candidates (as listed above) passed A and B. 20 candidates passed Part A only. та ам passed 
Part B only. 78 candidates failed to secure any pass. 


PART A (COMPLETING FINAL) 


Akers, I. S., Penarth, Glam. 
Allen, R. W., Bristol. 

Alyes, L. G., Leicester. 
Anderton, J. B. R., Johannesburg. 
Annear, J. R., Port Elizabeth. 
Armstrong, 1 a Stourbridge. 
pes Ји ; Durban, 
Astbury, etie, 

Athaide, R. "T. London. 
Atkinson, R. W., Sale, Cheshire. 
Austin, L. B., London. 


Baker, E. А., Cardiff. 
Batkin, J., Manchester. 
Baty, С: 1: e 
Benson, L., Glasgo 
Bhandari, R. M., пне УРА Coldfield. 
Bird, А, Р., Harrow. 
Blackburn, "A. С., London, 
Boden, gi api i 
Вова, Е. , Doncaster. 

D., Conde ue Co. Antrim. 
Boyle, R., Warrington. 
Brown, F » Liverpool. 
Brown, J., ' Boston S , Yorks. 
Burns, P. A., West Kirby, 
Butcher, M., Mansfield. 


Caldwell, E., Warrington. 
Campbell, D. A., Fort William, Inverness- 


Canin T. F., pm 
Catchpole, H. J: Ipswich. 
Cheetham, J.D J. poen 
Chillingworth 

Cloake, D. H., [do 
Coles, J. N. Wembley. 
P. H., Seedley, Lancs, 


Cookson, K., Rotherham. 
Cross, A. S. F., London. 
Crowder, A. E., Coventry. 


Cutts, D. E., Edgbaston, Birmingham. 


Davies, W., Beeston, Notts. 


de Klerk, P. B. B., Port Elizabeth. 
Devarajan, У., Bombay. 

Dilloway, C. C., Upminster, Essex. 
Dodd, А., uo Sunlight. 

Dye, К., 

Dyer, Ј. E ul iford, Essex. 


Edge, D. G., Prestwich. 


E T. A., Hull. 
Ellison, S. D., Edgware, Middlesex. 


Ells, G. A., Croydon. 


те Е. G., Crawley. 
oden, S., Stoke-on-Trent. 
Fox, P., Hatfield, Herts. 


Gale, I. V., Newport, Mon. 

Ghosh, S. C., Howrah, India. 

Gillett, W. A., Daventry. 

car e L. T. H., Johannesburg. 
ths, N. В., Tripoli, Lebanon. 


Harrie, M. P., Loughborough. 
Harrison, D "London. 
Harvey, А A. W., Derby, ° 
Heath, B. J., Huddersfield. 
Hempsall P R. Fo ork. 
Hi , D., Croyd 
t A, R. T. 
Hoskin? P. W., * Bournemouth. 
Hughes, E Stockport. 


in Grove, Cheshire. 


Jackson, J., Blackburn. 
m M. A. Derby. 
v n, K. L., Crewe. 
stone, D. M., Egham, Surrey, 
Jones F. M., Manchester. 
ones, H., Haverfordwest, Pembs. 2 
Jones, Т. M., Middlesbrough. 


Kalyan Ram, N. I., Alwaye, India. 
Kellar, A. C., Derby. 
Kelly, A. J., Glasgow. 


Lawton, N. H., Bradford. 

Lee, R. H. W., Enfield, Middlesex. 
Leeper, A. R., Bulawayo. 
Leighton, G. D. R., Swindon. 
Lesner, D., London. 

Locke, C. E., Long Eaton, Notts. 
Lockhart, T. G., Carlisle. 


Mou Glasgow. 
MacRae, C , Glasgow. 

Miles, D., West Drayton, Middlesex. 
Millett, J. А., Havant, Hants. 

Mole, ј. A., Greenford, Middlesex. 
Morgan, С ЕН. P. Edgware, Middx. 
Morton, D., Leeds. 


Moss, F. W., London. 


Naish, B. A., Bristol. 
Nelson, А. v. Twyford, Hants. 
Newton, J. R. У Barking, Essex. 


O'Brien, W., Cardiff. 
Oldman, H. L., London. 


Palmer, L. ded London. 
Staines, Middlesex.. 
«Philips T. Ј., Newcastle are upon Tyne. 
Phillips, Jo Kir tillock, Glasgow. 
Pollard, АИ Sussex. 
Poole, T., Lincoln. 
Port, R. É., London. 
Pospiech, А. J., Coventry. 
Pritchard, N., Manchester. 
Purcell, б. S., Oakengates, Salop. 


Quemby, Miss D., Loughborough. 


Raghunathan, 5., Bornbay. 
Ramachandran, P. N., Bombay. 
Ramamurti, T. V., Jamshedpur. 
Rao, B. H., Bombay. 

Dead W. Т9 Warrington. 
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Roberts, T. L., Newport, Mon. 
Robertson, G. D. A., Durban. 
Robinson, F., Stockton-on-Tees. 
Roche, F. M., Colombo. 

Roderick, A. 3. L., Newport, Mon. 
Rogers, 5. А., Lond on. 

Roughley, E., St Helens, Lancs. 
Rutter, J., Runcorn. 


Sabin, A., Daybrook, Notts. 
Sarma, K. N., Pithapuram, India. 
Schofield, G. En Heywood, Lancs, 
Schorah, ЈА. С., Pontefract. 
Sengupta, S. N., Calcutta. 
Sharkey, F. , Oakengates, Salop. 
Sheen, K. J .» Birmingham. 

Siddall, J., Sandiacre, Notts. 
Simpson, 5. Р., Sutton-in-Ashfield. 
Skelton, F. E., Shipston-on-Stour. 
Smith, L. J. H., Croydon. 
Southworth, J., Barnoldswick, Lancs. 
Spencer, K. А, Belper, Derbys. 
Squirrell, A. V., London. 

Statham, D. J., Leicester. 
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Stevenson, D. J., Paisley. "M 
Stewart, W., Queenzieburn, Stirlings. 
Thompson, M. A., Leeds. 

Thorp, S., Manchester, 

Thorpe, Е. V., Rotherham. ` 
Titherington, н., Aberdare. 

Toby, L. N., Salisbury, S. Rhodesia, . 
Tomlinson, t. Linby, Notts. 

Turner, С. А; London. 


Vickers, A. D., Shildon, Co. Durham. 


Walford, J. А. H., Northwich, Cheshire. ' 
Walker, G, Greenock. 

Walker, P. G., Bradford. 

Ward, G. A., Carlisle. 

Wetherell J. Н., London. 

Wilkes, N. G., Bilston, Staffa. 
Wilkinson, M. J., Bristol. 
Williams, S., Шота, Essex. 
Williamson, N. H., Wallasey. 
Wood, J. H., Wolverhampton. 
Woodthorpe, A. W., Ilford, Essex. 


* Donald L. Moran Prize for Management — Factory and Distribution. 
479 candidates sat. Of these, 162 candidates passed, 317 candidates failed. 


Amaas, S. J., Coulsdon, Surrey. 
Blackburn, J T 
Brisco, J. M St Helens, ancs. 


PART B (COMPLETING FINAL) 


Iqbal, M. Z., Dacca, Pakistan. 


Jackson, W. H., Carluke, Lanarks. 


Roberts, A. O., Birmingham. 
Russell, C., Rugby. 


Broome, N. А, Llanddulas, Denbighs. 
Carmichael, A., Stockport. 
Chandler, D. Е. S., London. 


Jackson, W. M. H, Dudley, Worcs. Satyanarayana, K., Masulipatam, India. . 
Sen Gupta, S., London. 

Shaw, А. ES Kirk Ella, Yorks. 

Smith, C. E., Walsall. 


Smith, H. E., Paarden Eiland, S. Africa. 


Keers, S., Hyde, Cheshire. 
Linton, W. S., Garelochhead, Dunbs. 


Clark, F. J., London Strachan, G., D lington. 
Cook, G. E, North to. Littlewood, L., Chesterfield. аг 
Со k, P. Ñ., Ti ашр МЫ Lloyd, К. J Ааа Trent. 


Field, Miss M., aaa Green, Essex. 
Freeman, Е. Ws, Coventry. 
Ghose, S. N., Calcutta. 


THartley, W. Ç: F , Halifax, Yorke. 
Haworth, D ., Leed s. 


Tannock, A., Clarkston, Renfrews. 
McCaw, P. M., London. Thomas, D. J., Walsall. 
Tomlinson, N. E., Harrow. 
Newbury, А. Н. J., Halesowen, Worcs, 

Wallace, A. L., Glasgow. 


Proudfoot, J., Dundee. Wilson-Jones, R., Benoni, S. Africa. 


tLeverhulme Prize for Cost Accountancy (bracketed). 
105 candidates sat. Of these, 40 candidates (as listed above) passed, 65 candidates failed. 


Summary of Results 
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ESTABLISHED 1874 


VOL, CXXXV. NO. 4263 


PAYMENT BY RESULTS 
AND PROFIT-SHARING 


HE first post-war inquiry undertaken by the Ministry of 

Labour into the extent and nature of profit-sharing schemes 

took effect last year. So also did the biennial inquiry into 
payment by results. A brief summary of the main findings of 
these inquiries will be of interest to our readers. 

Information on payment by results is sought in alternate years 
as an addition to the routine six-monthly inquiry into hours and 
earnings. The most recent relates to October 1955, and the results 
were published in the Ministry of Labour Gazette for last April. 
Тће inquiry defined payment by results as arrangements by 
which payment varies according to the output of individuals, 
groups or departments, but which exclude wage incentive schemes 
such as good time-keeping bonuses, merit payments, or profit- 
sharing schemes which are not directly related to output. The 
results of the last three inquiries show a remarkable stability; 
in each of these, 32 per cent of all workers were so paid. The 
proportion in 1938 was 25 per cent, it rose from 28 to 29 between 
1947 and 1949, and to 32 by 1951. 

As one would expect, the percentage of wage earners in manu- 
facturing industries paid by results, is higher than for all industries. 
'The percentage in manufacturing has remained at 40 since 1951. 
It may be a matter of surprise that the proportion of women 
and girls, paid by results, is much higher than for men and boys. 
For the inquiry as a whole, 42 per cent of the women included 
were paid by results last year; for manufacturing industries the 
percentage was 45. Both these proportions have fallen since 1951 – 
a reflection no doubt of the decline in the textile industries. 

There is a direct correlation between the size of establishment 
and the proportion of employees paid by results. Thus, in estab- 
lishments employing under 11 persons, only 7 per cent of the 
workers were so paid; for those with 11—24 workers the percentage 
was I2, with a steady rise to 57 per cent for establishments 
employing 1,000 or more. The metal, engineering and textile 
industries are par excellence the industries where payment by 
results is most common. Over half the workers in these industries 
are so paid, and in some of the constituent industries, e.g. 
totton weaving, and batteries and accumulators, the percentage 
exceeds 70. | 

Amongst the manufacturing industries with а less-than- 
average percentage of employees working under payment by 
results echemes, chemical, food, drink and tobacco, and paper 
and printing, are the major ones. A high proportion of time rate 
payments in these industries is not, however, surprising; upwards 
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of 8o per cent of the employees in these industries 
are paid by time-and less than 20 per cent by results. 
It is interesting to note that in building, one person 
in six is paid by results and the proportion 
appears to have risen slightly since 1953. 

The percentage of establishments in which 
some form of payment by results was in operation . 
during the week in which the inquiry was made, 
is, as one would expect, higher than the percent- 
age of employees so paid. In three-fifths of the 
industries the percentage of establishments 
operating payment by results was within the 
range of 31 to 85 per cent. 

When all these facts are brought into con- 
sideration it becomes clear that methods of 
payment by results have a firm hold in the 
manufacturing industries of this country — a 
situation which most people will view with 
approval. Within limits it is probably true to 
say that such payment schemes are an important 
factor in determining the level of industrial 
productivity. 

The inquiry carried out into profit-sharing 
and co-partnership schemes, during 1955, was 
the first since the annual ones of pre-war days 
and the findings .appeared in the May 1956 
Ministry of Labour Gazette. Profit-sharing was 
defined as: 

'definite arrangements indir which employees 

regularly receive in addition to wages and salaries, 

a share on some predetermined basis in the profits 

of the undertaking, the sum allocated to employees 

varying with the level of profits’. 
Co-partnership, although not specifically defined, 
was regarded as profit-sharing schemes which 
included arrangements whereby employees could 
acquire some control in the undertaking either 
by owning share capital or in other ways. 

The inquiry brought to light some 420 schemes 
which could come within the foregoing definition 
and a further 130 arrangements broadly of a 
profit-sharing kind. The 420 schemes,! had about 
385,000 participants and the other 130 just over 
130,000. Profit-sharing schemes usually require 
a minimum period of employment and the 
participants represented about two-thirds of the 
total employees. 

In the financial year 1954, the average amqunt 
of bonus paid in schemes applying to all em- 
ployees was between £28 and {30 and this* 


1A further 31 schemes have beef started since the end 
of 1954. 
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equalled a 6 per cent addition to earnings. In the 
case of schemes limited to ‘staff’? employees, the 
average was about double this amount. A number 
of the foregoing 420 schemes were operated 
within the framework of industrial co-operative 
societies, but 310 with 340,000 participants in 
all, were found in ordinary concerns. 

The greatest industrial density of profit-sharing 
schemes was found to be in the chemical and 
allied trades. Of the 310, seven schemes had been 
in operation continuously for over fifty-five years, 
a considerable number began before the First 
World War, and about 130 date from 1945 or 
later. In 1938, there appears to have been about 
450 schemes covering about 280,000 participants. 

The profit-sharing movement has had a long 
history in the course of which a large number of 
schemes have lapsed. Two main reasons are given 
for this mortality - diminution of. profits and 
want of success, and changes in, or transfer of, 
ownership of business. The nationalization of gas _ 
and electricity reduced the number of profit- 
sharing schemes appreciably. 

A number of interesting features appear in 
the co-partnership schemes revealed by the 
inquiry: all these schemes have this in common, 
they aim at identifying the interests of the 
employees with those of the directors, manage- 
ment and other shareholders. It was found that 
there were thirty-seven share issue schemes, i.e. 
those in which the employees' share of profits 
was paid by an issue of shares, and in twenty- 
eight of these, voting rights were accorded to 
employee-shareholders. In six of these twenty- 
eight, provision was made for employees to be . 
represented on the board of directors. In thirty- 
four out of the thirty-seven share issue schemes, 
the management was able to state the total hold- 
ings of their employees acquired through the 
schemes. Shares to the nominal value of 
£1,794,500 were held by 13,180 employees — an 
average of [13 per person. 

Interesting as all the foregoing profit-sharing 
and co- partnership schemes are, the conclusion 
one must reach is that they only touch the fringe 
of industrial and commercial concerns in this 
country. There is some evidence, however, that 
their number is increasing, though legislation 
may ће necessary before any large scale extension 
of profit-sharing and co-partnership can be brought 
about. · 
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HERS- II 


Joint Property in the Eyes of the Law and the Inland Revenue 
bya Barrister-at-Law | 


This is the second of a series ој three articles оп the joint ownership of property, 

with special reference to ownership by husband and wife. The first dealt with the 

normal legal incidents of joint ownership. This article outlines the liability of such 

property to death duty and the five-year rule, and points to additional unnecessary 

risks which may be run by the transfer of property late in life. The third will deat 
with investments in real property, particalarly the matrimonial home. 


REALIZE', said one prospective investor 
recently, 

‘that if I buy an investment for my wife this 
will be liable to death duty if I should die within 
five years of the gift. Isn’t it elementary justice, 
though, that if my wife dies within this period the 
gift should,be exempt from duty?’ 

The answer, unfortunately for him, is that it 
nay be elementary justice, but it is not the law 
f this country, for the husband has put his 
inger on one of the тапу anomalies of the 
tve-year rule. 

Since the five-year rule is behind much that 
3 at first sight inexplicable in the law of death 
luties, as well as much that is unjust, it is neces- 
ary to give a brief picture of its working, in 
der to appreciate the incidence of duty when 
he problem is complicated by the joint owner- 
hip of any property included in the deceased 
ierson's estate. 

Tt 18 some years now since the principle of 
ggregating recent gifts with the estate of a 
leceased person was first introduced into the 
aw. At first, with the obvious intention of 
xeventing the wholesale avoidance of death 
luties by the simple expedient of death-bed 
lispositions, gifts made by the deceased person 
vithin one year of death were aggregated with 
ds estate for the purpose of computing death 
luties. The period has been twice extended, and 
s now five years, which represents in reality a 
hange in principle. The period of one year 
vas presumably designed to catch those who 
new that their days were numbered. The period 
f five years catches many who are merely getting 
n in years at the time they dispose of some of 
heir property, as well as many who are admit- 
edly thinking of avoiding duty for their heirs. 

Whatever the object of the rule, though, or 
he principle behind it, the fact remains tlfat if a 
nan gives property to his wife and dies within 


ive years, that gift is. taken as part of his estate · 


on death. Nor, should the wife die first, is her 
estate exempt from payment of duty on the same 


piece of property. 


A Logical Claim 

Logically, of course, the claim of the Revenue 
is unimpeachable; the property belongs to the 
wife the moment it is given, and since death duty 
is levied on the whole value of her estate at her 
death, the gift which she has received must 
naturally be included. 'T'he fact that the same gift 
will be included in the estate of the husband for 
computing his liability to death duty, if he should 
die within five years of the gift, is unfortunate for 
both of them, but irrelevant to the task of estimat- 
ing the value of the wife's property at the time of 
her death. 

There are, consequently, severe disadvantages 
in gifts between husband and wife late in life, 
which may not by any means bring corresponding 
advantages; if a husband gives property to his 
wife in January 1953 and dies in January 1954, 
the wife is accountable for death duty on the 
gift; and should she die in January 1955 her 
estate will again necessarily bear duty од -the 
same piece of property, though there may be, of 
course, concessions on the rate of duty levied on 
the same piece of property when there are süch 
*quick successions'. In this example, the incidence 
of death duty has not been affected by the fact 
that the first passing of the property was by gift, 
whilst the second passing was assumed to be by 
will or on an intestacy. 


| An Unnecessary Liability 
If, though, the husband and wife are assumed 
to die in the reverse order, the disadvantages of 
the gift at once appear; if the property had 


*remained with the husband it would not have 


attracted duty on the prior death of the wife, and 
would pass on the death of the husband as 


204 


directed in his will or intestacy. Once the property 
has been given to the wife, however, it attracts 
death duty even on her prior decease, though 
there is a Revenue concession that the amount of 
the duty paid on the husband's death is deducted 
from the value of the gift in computing the 
liability to duty of the wife's estate. 

There is, in theory, no limit to the number of 
times the same piece of property may attract 
death duty in different hands if, for some strange 
reason, it comes to be passed like the queen of 
spades around a band of elderly benefactors, who 
all die within five years of tainting the gift with 
their own damning possession. 

The effect of a gift is, in short, to attach to the 
property given an additional contingent liability 
to death duty for a period of five years from the 
date of the gift for every time that it changes 
hands. 


The Five-year Rule 
It is in this context that the liability to death 
duty of joint property, or property which is 
standing in the joint names of husband and wife, 
may be examined, and the effect on such property 
of the five-year rule may be assessed. Where 
property is held in the joint names of the husband 
and wife the position is, as has already been 


explained, relatively simple: on the death of the: 


husband the whole value of the property is 
included in his estate for death duty assessment 
if the Revenue decide by their own rules that the 
property really belonged to him. Should the 
wife die first, her estate is exempt., Where, on 
the other hand, the property is proved to have 
been genuinely enjoyed by both together as 
joint property, the estate of either partner will 
bear half duty on the first death. Of course, the 
estate of the survivor, when he or she dies, must 
bear duty on the whole if he or she then becomes 
the beneficial owner of the whole fund, as will 
usually be the case. ! 

From this point it is a fairly simple step to 
arrive at the position where a husband, for 
instance, places property in the joint names of 
himself and his wife, which was formerly in his 
own sole name, or which he has purchased with 
his own money, and then dies within five years. 
If it is established that he intended to make a 
gift of the half of the property to his wife (as is 
in law presumed in her favour), the Revenue 
will apportion the duty: one-half of the property 
· bears duty because it was the husband's half, 
and one-half bears duty because it is a gift made* 
by the husband within five years of death! The 
wife's estate, obviously, will pay duty on one- 
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half of the value if she dies first, whether or not 
within the five-year period. 

The Actual Intention 
If the wife is dissatisfied with this position, 
she can, as has already been mentioned, bring 
proof of the actual intention to give the whole 


‘property to her, or of any other intention which . 


is not immediately obvious from the gift. Alterna- 
tively, the Revenue may (though they in practice 
do not) assess the whole value of the property to 
duty, as having been purchased with the husband’s 


: funds, and conferring a benefit on the survivor 


by his death. (Finance Act, 1894, Section 
2 (1) (9) Ao 

If, on the other hand, it, is established that 
the husband had no intention of making his wife 
the real joint owner of the property purchased | 
(and concrete proof of the destination of the 
income or other good evidence of intentions 
would have to be adduced on this), his estate will 
bear duty on the whole value whenever he dies, 
and his wife's estate will bear no duty should she . 
predecease him. 7 


A Misdirected Exercise 

From this little that has been outlined of the 
principles and practice of the Revenue it will be 
obvious that some of the simpler schemes for the 
evasion of tax and defrauding the Revenue are | 
misdirected in both senses of the word: the joint 
bank account does not pass free of duty to the 
survivor; the husband who drafts and signs 
declarations of trust in favour of his wife, or 
leaves locked in a box antedated deeds which 
appear to have passed property to her many years 
before, in fact confers no benefits upon her: he 
has gained no unfair advantage over other tax- 
payers, whether he dies first or whether he 
survives his. wife and destroys the documents 
which were intended to evidence a gift to her. 

· At law, joint ownership is a great convenience 
when it. is desired to continue the management : 
of property without the administrative difficulties 
which are otlterwise inevitable upon a change of 
ownership. The Revenue are not, however, 
concerned with the fiction of joint ownership 
where it is merely a screen of convenience: death 
duties are levied upon property which is actually 
owned or controlled by the person who'has died, 
or upon the benefits which he actually derived 
from that property and which pass to others on 
his death. It is on these principles that they assess 
the liability to duty of property shared in name 
by the husband and wife. 

. (To be concluded.) 
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THE INSPECTOR OF TAXES INTERROGATES 
The Manufacturer who confused his Capital Allowances 


by WILFRED TULLETT, F.S.A.A. 


The Editor informs readers that the characters and places in the following article are purely 
imaginary and that no reference is intended to any living person or to any particular place. . 


Scene: An Inspector of Taxes’ Office at Golden- 
brown-among- Trees. The Inspector 15 just back from 
holiday and is looking at snapshots when the 
telephone rings. 

INsPECTOR: Yes? 

Стек: Mr Worriedoft has called, Sir. 

INSPECTOR: I am expecting him. Ask him to 
come up. 

(There is a knock on the door and a man, carrying 
a square tin, comes in). 

Mr W.: Good morning, I hope that I am not 
late. i 

INsPEcTOR: No. Good morning. Nice after the 
rain. Do take a seat. 

Mr W.: Thank you. It is not about my general 
accounts that I wish to see you. It’s about my 
capital allowances. 

Inspector: That should not present many 


difficulties. I have been having a look at your 


figures. Just what is your trouble? It is your tax 
year 1955-56 which is under discussion, is it-not? 

Mr W.: Yes. I do not understand the dis- 
tinction in my case between the various allow- 
ances. They seem to overlap to me. 

ТАБРЕСТОВ: Overlap? How? 

"Ме W.: Well, there's initial allowance, annual 
allowance, balance charge, and, in this particular 
year, investment allowance. 

Inspecror: True, but there does not seem to 
be any difficulty in your case. Just what is your 
point? 

Mn W.: Do I get allowance for all these on my 
plant? 

Inspector: No. It all depends on your cir- 
cumstances, and, in any case, the allowances 
do not overlap. Let me take each one. 

Mn W.: Right. 

Inspector: Initial allowance is based on cost 
as you paid the full price, and,so is annual 
allowance for the first year. Investment allowgnce 
you are entitled to, and this is based on the same 
amount. 

Mr W.: That is just my point. They do overlap. 

Inspecror: No. Let me explain. You get the 
annual allowance in any case, based,on the 
cost as you are using the plant, but the other 


two allowances are different. You can claim 
initial allowance on the amount paid or invest- 
ment allowance as the plant is new. ' 

Mn W.: But it is at the same rate. That's my 
point about overlapping. 

; INSPECTOR: No. You are wrong. The initial 
allowance has to be deducted from the capital 
value of the asset to carry forward but invest- 
ment allowance has not. 

Mn W.: Then I can't understand why every- 
one does not claim the investment allowance. ` 

INSPECTOR: Because for investment allowance 
the plant must be new, and investment allowance 
does not reduce the capital value of the asset to 
carry forward, as I say. 

Mr W.: Oh, that’s it! I've been а bit dim! I get 
the full value later on? 

INSPECTOR: That is so. There are various adjust- 
ments which may arise, such as if you sell the 
plant later on to someone resident abroad, but 
this is not likely to arise in your case, is it? 

Ме W.: No. But what if my profits are low, and 
I do not wish to claim wear and tear? 

Inspector: You are not bound to claim. You 
will get the benefit in later years. All of which 
seems fair to me. 
^ Mn W.: Fair enough. Can I claim investment 
allowance at all on second-hand plant? 

Inspector: No. Further, if you sell your plant 
later on for more than the written down value, 
you wil have to bring in the profit as balance 
charge, and be taxed on it if you are liable to 
tax. Of course, as I think you know, investment 
allowance is on its way out. Is the matter now 
clear? 

Mn W.: Quite clear now, thank you, but it 
Tather takes the gilt off the gingerbread, doesn’t 
it? Which reminds me. As you know, I make 
gingerbread and I have brought a tin which I 
thought that you and your staff might enjoy with 
удиг afternoon tea. I do not mE that it can be 
regarded as a bribel (laughing). 

* Inspector (amused too): Thank you very much 

• indeed. I do not think that the Board of Inland 
Revenue would look at it in that light. As a matter 
of fact, І am rather partial to gingerbread! 
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NORTH AMERICAN COMMENTARY — LXXIII 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc. (Econ), A.C.A., C.A. (Canada) 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, New York, June 
Interstate Regulation of Public Accountants 
HE American Institute of Accountants 
has urged the adoption of a policy favour- 
ing legislation to regulate both certified 
public accountants and public accountants. The 
state legislation committee has been asked by the 
Council to draft provisions suitable for inclusion 
in a regulatory bill. 


Accountant’s Working Papers 
It has been held in the case of Wilbur A. Sale v. 
U.S. that the accountant’s working papers in the 
possession of his attorney are not privileged 
papers. They are at all times the property of the 
accountant and must be produced to the Internal · 
Revenue Service agent on demand. 


Accountant’s Liability to. Third Party 

In the case of First Bank and Trust Co of South 
Bend v. Small et al., a jury of eleven to one, in the 
Supreme Court of New York County, has 
awarded $21,712:91 damages plus interest against 
the auditors on whose report an Indiana bank 
claimed to have relied in renewing a loan of 
$100,000. The bank charged gross negligence of 
the accountants from which fraud could be 
inferred. In the С..Т. case, reported in the 
Journal of Accountancy, October 1955, the same 
audit reports were found, by a unanimous jury 
verdict, neither false nor misleading. 


Welfare Fund Control 
А Senate sub-committee is said to be drafting 
a bil to provide that employee welfare and 
pension plans be required to submit an annual 
financial report certified by an independent 
public accountant. Its two-year study, says the 
sub-committee, uncovered enough instances of 
fraud and corruption – embezzlement, collusion, 
kickbacks and exorbitant insurance charges — to 
show the need for prompt safeguards. The plans 
are said to benefit 29 million workers and 46 
milion worker dependants and the assets of 
pension funds alone are placed at $25 billion. 


Insurance Company Audits 


Apparently very few published financial state- 
ments of insurance companies in the United 


States are accompanied by the opinion of an 
independent accountant. As an example of the 
kind of limited information which conforms with 
the law at present, Mr James J. Brophy, С.Р.А., 
says that published figures might show capital 
paid up $1 million and unassigned funds (surplus) 
$1 million, making a surplus as regards policy- 
holders of $2 million; yet this $2 million, says 
Mr Brophy, might possibly be the net result of, 
say, $4 million losses on sales of investments, or 
decline in market value of securities, and $13 
million underwriting losses, deducted from 
$20 million net proceeds of sale of no par stock 
of $1 million stated value. The other details of 
the annual report, accounting for the under- 
writing loss, might well not be easily available 
to an agent or an investor, so that the surplus of 
$2 million might be dangerously misleading. Mr 
Brophy urges that the situation is a challenge to 
the accounting profession to assist in the develop- 
ment of the best practices. 


The Public Accountant and Management 
Services 

Mr Roger Wellington, С.Р.А., chairman of the 
committees on management services of the 
American Institute and the New York Society of 
Certified Public Accountants, discusses the 
development of controllership in private industry 
and its expansion into the broad area of manage- 
ment control. He says his committee was recently 
established by the American Institute to study 
the field. It is now determining the generally 
recognized nature and scope of management 
services which C.P.As. might or should be pre- 
pared to render, and it is stimulating the exchange 
of professional information. It is a question of . 
whether the education of new recruits should be 
improved or broadened for the purpose. On the 
one hand, says Mr Wellington, the profession 
must be helped to become qualified and active in 
management services, and on the other the public 
must be brought to recognize that the C.P.A. 
has become broader in his outlook. 


The Controller, New York, June- 
Prefits and Yields in Limited Companies 


A recent study of forty companies by the New | 
York Stock Exchange 18 said to have revealed 
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that for twenty issues with peak 1955 earnings, 
yields ranged from 0:8 to 5-6 per cent, only four 
of them being 5 per cent or more. There seems 
to be little link between the trend of profits and 
the yield. 


The Annual Report 


Speaking of the modern annual report, Mr Harold 
M. Gartley says it must be an inspiring, factual 
and instructive account of the year in review, 
with smart design, crisp layout, good art work 
and excellent printing. It must offer ‘highlights’, 
.product mix, and historical matter, along with 
tables of five or ten years' comparative data. 
He advises increasing the print order by perhaps 
5,000 and sending the report to key people in 
securities business, especially where they are 
engaged in investment research. 


Training for Executives 


Mr Gerald L. Philippe, comptroller of General 
Electric Co, tells of his company’s dual approach 
to executive training: (1) on-the-job training for 
which he considers there is no adequate substitute 
in developing administrative skills, and (2) a 
formal scholastic programme offering each man 
an opportunity of attending classes for two bours 
each week in his own time after work, the in- 
structors being chosen from the company’s best 
financial people. The instruction, he says, follows 
a basic university pattern of homework, quizzes, 
mid-term and final examinations, with all quizzes 
and examinations marked and a final course 
grade determined. There are two periods of 
fourteen two-hour sessions each calendar year, 
and for the average graduate the classes take 
three years to complete. The course is now being 
offered in eleven training centres to 641 students 
by eighty-one instructors, an average of eight 
students per instructor. In the following years 
some of the very top men go on the travelling 
auditing staff for from one to four years, a post- 
graduate course in company-wide auditing to 
develop initiative. . 


The New York Certified Public Accountant, 
New York, June. 


Transport Concerns and Vehicle Leasing 


Mr Thomas Burgess, Jr., C.P.4., a member of the 
Land Transport Accounting Committee of the 
American Institute, discusses the advantages and 
disadvantages of operating a fleet of cars on the " 
alternative bases of salesman-ownership, com- 
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pany-ownership and rental árrangements. Under 
the latter heading he explains a plan under which 
corporations of high credit standing may lease 
100 or more vehicles. There are four parties to 
the arrangement, the lessee company, the 
automobile dealer, the company administering 
the plan, and the financing insurance company, 
each deriving a reasonable benefit. The lessee 
company orders the vehicles direct and later sells 
them as if owning them. 'The intermediary 
company arranges for the payment and leasing. 
Monthly rentals are based on a percentage of 
the net original cost of each vehicle, and of the 
total rent 2 per cent is a provision for depreciation, 
the remainder covering the management fee and 
interest. On sale the relation of the accumulated 
depreciation dollars to the actual ones is com- 


- puted and any excess is refunded to the lessee, 


or any deficiency is paid by him as additional 
rent. Since the lessee pays all operating expenses 
he can control the actual cost. The general trend 
in recent years, says Mr Burgess, is in favour of 
leasing. 


The Canadian Chartered Accountant, Toronto, 
June. 

Integrated Data Processing 
After a masterly discussion and illustration of 
integrated data processing Mr Kenneth. M. 
Place, C.A., tells how the electronic computer can 


. extend this integration of a specific area — sales, 


disbursements, etc.-to a company's whole 
system. Integrated data processing itself, he says, 
is merely an extension by mechanical equipment 
of elements of integration present in the simplest 
accounting system. Some sort of integrated data 
processing system is needed to process the input 
data for an electronic computer, though fortu- 
nately, says Mr Place, it can do most of this 
processing for itself. If a concern is not already 
mechanized it can proceed directly to a computer, 
if it is ready to do a thorough-going methods job. 
This is absolutely vital, for this ‘programming’ 
of every detail must tell the computer exactly 
what it has to do. 

Mr Place warns that immediate savings, though 
probable, are the least important advantage of 
electronic data processing. It makes management 
by exception possible, as in inventory control, 
where, in a matter of hours instead of weeks, it 
permits the listing of only those items where 
action is required. The potential of electronic 
data processing is unlimited and the final integra- 
tion will be the automatic production of financial 
statements. • 
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WEEKLY NOTES 


'The Institute's Tenth Summer Course 


The tenth summer course of The Institute of Char- 
tered Accountants: in England and Wales will 
assemble at Christ Church, Oxford, during the after- 
noon and evening of Thursday next, September 6th. 
It will continue until the following Tuesday evening. 

As the President states in his foreword in the 
P e; the objects of the summer course are to 
afford members from all parts of the country (and 
some from overseas) an opportunity of meeting in 
an informal atmosphere and to promote serious 
thought and discussion on some of the important 
matters confronting the accountancy profession’. The 
subjects chosen for consideration this year are: 

rofessional ethics; management accounting; and 
investment in stocks and shares. 

All three speakers this year are members of the 
Council. Mr Donald V. House, r.c... (Harmood 
Banner, Lewis & Mounsey, London), a past-president, 
will give the opening address on ‘Professional ethics’, 
Mr Basil Smallpeice, B.COM, A.C.A., managing 
director, B.O.A.C., will present the subject of 
‘Accounting as an aid to management’, and Mr 
G. L. C. Touche, B.A., F.c.A. (George. A. Touche & 
Co., London), will address the course on ‘Investment 
in stocks and shares’. 

A guest-night dinner will be held in Hall on Mon- 
day evening, and the social activities will include a 
golf competition and a visit to Blenheim Palace. 


The Association’s Examination Results 
The results of the June 1956 examinations of The 
Association of Certified and Corporate Accountants 
show that a total of 1,909 candidates sat, of whom 
661 were successful. 

In Section I of the Final there were 730 candidates, 
of whom 221 (30 per cent) passed, the First Place 
and Prize being won by Mr W. M. Ewen, of Aberdeen. 
Mr A. J. Evans, of Redhill, gained Second Place. 

In Section II, 197 candidates (47 per cent) 
passed and 224 failed. The First Place and Prize 
was awarded to Mr J. T. Miller, of Newcastle upon 
Tyne, and the Second Place to Mr J. S. Tysoe, of 
Northwood Hill, Middlesex. 

There were 647 candidates for the Intermediate 
examination, of whom 193 (30 per cent) were 
successful, the First Place and Prize being won by 
Mr J. Т. Kemp, of London. 

The names of the successful candidates in Sections 
I and II of the Final and a full summary of the 
results appear elsewhere in this issue. 


Automobile Rentals 
When the Government, in February 1956, introduced 
control of certain rental agreements in order to supt 
plement the hire-purchase restrictions, motor-cars 
were not covered. The February restrictions were 
applied only to certain types of goods, mainly in the 


‘consumer’ field such as radio and television sets, 
vacuum cleaners and washing machines. Within the 
last week three companies have announced schemes 
for renting cars as distinct from hire-purchase. 
Basically these plans have similar outlines. They 
envisage a small down-payment for the privilege of 
hiring cars for a specified period under contract. 
'Two of the schemes apply specifically to industrial 
and commercial hirers: in one the down-payment 
will be of the order of {100 and in the other an 
initial payment of around £30 will cover delivery of 
a new car, fully equipped to the value of about £700. 
Provision is made for decreasing rentals over the 
period of time as is the case in some existing rental 
arrangements, e.g. for radio sets. 

The schemes are not entirely confined to 
commercial users, however, for a leading manu- 
facturer of small three-wheel cars has also announced 
a scheme for hiring to private motorists. Whether the 
latter scheme is as dé irable economically as the 
first two, may be open to some question since the 
prime motive behind the Government's economic 
restrictions is the damping of consumer credit. 
Usage of cars by firms and business men may well be 
regarded as falling within the economist's definition 
of investment but it is doubtful whether the same 
applies to private hire. Doubts have been expressed 
as to the reception of the schemes in official quarters 
since they will focus attention on the existing con- 
trols in hire agreements in other fields. It may be 
argued, “Why should there be one law formotor-cars 
and another for other products? This criticism can 
perhaps be answered by the fact that cars for business 
purposes are an important investment and it is not 
the Government's policy to try to.clamp down on 
this form of expenditure. Moreover, the schemes may 
alleviate some redundancy and other problems 
associated with short-time working in the motor-car 
industry. The new rental proposals will no doubt 
help to maintain producer sales in the face of the 
current economic restrictions on consumer purchases. 
In addition, it must not be forgotten that the rents 
charged will no doubt be in line with the present 
high rates of interest, for it is obvious that somebody 
has to buy the car whether it is hired or not. 


Unemployment Benefit 

With the growth of short-time working in certain 
branches of the engineering industry, considerable 
importance attaches to a decision given last week by 
the tribunal of National Insurance Commissioners 
regarding entitlement to unemployment benefit of an 
employee working a four-day week. The tribunal 
ruled against the claim to benefit put forward by an 
employee working a four-day week for John Fowler 
, & Co. А similar decision was given in the case of 
an employee who worked under a similar воан 
week agréement for Mullard Ltd. 
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The decision turned on the form of agreement 
between the companies and their employees. This 
had been altered after representations by the Con- 
federation of Shipbuilding and Engineering Unions 
to guarantee ‘four days’ employment in any pay week, 
such as will enable employees to earn during such 
period the equivalent of their consolidated time rate 
for thirty-four hours’. -The original agreement 


guaranteed ‘wages equivalent to their consolidated ' 


time rate for thirty-four hours’ without specifying the 
number of days’ employment. The letter containing 
the Union’s acceptance of the change, however, 
contained a clause to the effect that the change was 
made solely for the benefit of employers in relation 
to unemployment benefit and that industrially the 
guaranteed week agreement would continue as before. 
The tribunal held that this meant that ‘the employers 
should have the same rights to the service of 
their workmen as they had under the earlier agree- 
ment’. 

The effect of this and of earlier decisions appear to 
be that if a man is employed for a four-day week only 
and can show that on the remaining two days his 
employers hdve no call on liis services he is entitled 
to unemployment benefit for those two days. If, on 
the other hand, his agreement guarantees a weekly 
wage or a number of hours' work which may be 
. spread over any number of days, he is not entitled 
to benefit, irrespective of the number of days 
actually worked. 


B.E.A. Flies High 


The annual accounts of British European Airways, 
published last week, tell a striking story of efficient 
operation in 1955-56. Despite many difficulties — 
both economic and political, including the 'credit 
squeeze’, the effects of the Cyprus problem on 
Mediterranean traffic, and the prolonged strike of 
French air traffic control staff — net profits stood at 
£603,614 in the year ended March 31st, 1956. 
This is virtually a tenfold increase on the previous 
year and is the best figure ever recorded by B.E.A. 
The chairman of the Corporation, Lord Douglas of 
Kirtleside, announcing these results, said that during 
the year the airline carried nearly 2l million pas- 
sengers, an 18 per cent increase on the previous 
year. In addition, a passenger load factor of 69-4 per 
cent was recorded. Between 1952-53 and 1955-56, 
B.E.A. increased their share of continental air c 
by 8 per cent and now accounts for 56 per cent of the 
United Kingdom continental traffic which is operated 
by eighteen companies. 

Further indication of the efficient running of 
B.E.A. is shown in their success inekeeping down 
fares in the face of sharply increased prices of eguip- 
ment and heavy expenditure. Since 1981, the average 
rate per passenger mile has, in fact, fallen by 6-9 per 
cent. Meanwhile, production costs have also been 
reduced despite rising prices and wages. Last year, 
costs were reduced to 40-5d per capacity ton mile, 
which is claimed to be the lowest in the Corporation's 
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history. These figures, besides being a success story 
for B.E.A., are a further indication of the wide 
popularity of the Vickers Viscount. Each Viscount 
last year earned a profit of £43,000 and a further 
twenty-four improved Viscount 802’s will commence 
operation between London and Paris in December. 

Despite the success of the Viscount, however, 
B.E.A. are fully alive to the competition to be expected 
from jet airliners in the future. In view of this, the 
Corporation have drawn up specifications for a jet 
aircraft which, besides being swift and cheap must be 
capable of landing on the smaller airfields at present 
suitable for the Viscount and Vanguard. In addition, 
B.E.A. are also reported to be studying the use of the 
Comet IVA for their longer routes, presumably to 
central Europe and Asia Minor. A jet airliner would 
also be useful — if not essential – to compete with the 
TU104 should a through service between London 
and Moscow be operated in the future. Already 
B.E.A. have invited representatives of Aeroflot to 
talks in the near future on through operation to 
Russia. 


'The Terms of Trade 


The final trade figures for July which were published 
last week show that the visible trade deficit was 
5441 million, which though slightly higher than the 
average for May and June compares with an average 
for the first four months of 1956 of £56 million and 
the average for 1955 of £72 million. A significant 
feature of the July returns was that the index of 
import prices fell by two points to 103 as compared 
with June, while the index of export prices remained 
steady at 106. The terms of trade, i.e. the ratio of 
import prices to export prices, therefore, fell to 97 
which is the lowest figure recorded since the current 
index began in January 1953. In the four months 
April to July the index has improved from 102 to 
97. The main factors contributing to lower import 
prices in July were the continued fall in tea and copper 
prices and a seasonal decline in prices of imported 
fruit and vegetables. - 

Under present conditions the United Kingdom 
economy benefits from a reduction in import prices 
in two ways: the balance of payments is improved 
and assistance is given in keeping down the internal 
price level. On the other hand, a reduction in the 
price of primary commodities may, in the long run, 
substantially reduce the ability of primary producing 
countries to pay for imports and thus react on the 
volume of United Kingdom exports. It must not be 
forgotten that the low level of income of primary 
producers was an important factor in the trade 
depression of the 1930s. ў 

However, with imports running at over {£300 
million per month a fall of two points in the index 
of'import prices represents a reduction in the adverse 
balance of about £6 million in the month, and if 
continued for the remainder of the yéar would make a 

* substantial contribution towards building up the 
reserves of the United Kingdom. 
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REVIEWS 


Australian Accountancy Progress, 1955 


(Butterworth & Co (Australia) Ltd; Butterworth 
& Co (Publishers) Ltd, London. 52s 6d net) 


This volume is the second of a series which might be 
described as ‘the annual register’ of the accountancy 
profession in Australia. In their preface to the 
previous volume, which covered the year 1954, the 
publishers stated that their primary purpose was to. 

‘present busy practitioners with a means of keeping 

abreast with the writings of the leaders of the pro- 

fession in Australia and overseas’, 

and with Sir Alexander Fitzgerald, O.B.E&., B.COM., 
F.A.8.A., Professor of Accounting, University of 
Melbourne, as consulting editor, and Mr H. C. 
Keown, Head of the School of Accountancy, Royal 
Melbourne Technical College, as general editor and 
editor of abstracts, this intention has been success- 
fully carried out. 

The first part of the book consists of seven critical 
surveys by leading Australian accountants of ques- 
tions of practical and philosophical importance, the 
subjects covered being Government accounting; 
discord between net profit and taxable income; 
directors, dictators and duties; capital erosion; indus- 
trial.accounting today and tomorrow; statistical sam- 
pling in accounting and auditing; and possible 
applications of direct costing. Part II deals with 
machine accounting and office planning, and includes 
an article on ‘Electronics – the answer to rising office 
costs’. Part III consists of a large number of 
abstracts of articles which have appeared in account- 
ing periodicals in Australia and overseas, thus giving 
the reader a general insight into accounting thought 
at the present time. 

It is a useful publication which deserves an equally 
warm welcome to that accorded to the preceding 
volume. 


Adam Smith and the Scotland of his Day 
by C. К. Fay, M.A., D.Sc. | 

(Cambridge University Press, London. 255 net) 
Adam Smith lived in a cultured and unhurried age. 
Among his Scottish friends and contemporaries were 
James Watt, Boswell, Smollett and Hume and, in 
the course of his travels, he met Burke, Gibbon, 
Reynolds, Garrick and Voltaire. He became Professor 
of Logic at Glasgow University at the early age of 
27 and, later, occupied the chair of moral philosophy 
at the same university. After thirteen years as a 
professor, he resigned to become tutor to the young 
Duke of Buccleuch. He spent twelve years thinking 
about his masterpiece, "Ihe Wealth of Nations’ 
and took another twelve years writing it. At last, sin 
the spring of 1776, it appeared, a week or two after 
the first volume of ' Gibbons Decline and Fall of 
Roman Empire. Gibbon, who immediately read his « 
friend’s book, said that it ‘contained the most 


profound ideas expressed in the most perspicuous 
language’. This neatly sums up Adam Smith's 
achievement. Some of his theories, particularly those 
on rent and wages, have long been outmoded but 
the beauty and clarity of his style remain un- 
diminished. 

In a study of considerable insight, Professor Fay 
describes Adam Smith’s career and the background 
of the intellectually exciting times in which he 
flourished. The author includes in his narrative 
many apt quotations from contemporary writings 
with the result that he re-creates for the reader a 
vivid picture of the truly brilliant age in Scottish 
life and letters which began with the publication 
of Hume's Treatise on Human Nature in 1739 and 
ended with the death of Robert Burns in 1796. 


Invoicing Methods 
(British Institute of Management, London. 215 net) 


Produced by the-British Institute of Management as 
the opening volume of a series on selected aspects of 
office management, this book is claimed to be the 
first complete guide to invoicing methods ever 
published. It discusses the purposes of invoicing, the 
procedure of sales order routine, the pricing of 
invoices, the method of producing the order-invoice 
set, design and layout, and the various problems 
connected with preparation and dispatch. It also 
contains many illustrations, and the invoicing 
methods employed by a number of representative 
industrial companies are described in some detail. 

The compilers rightly emphasize that the office 
methods of other concerns should not be copied 
blindly just because they are known to work well. 
The best systems are those which are carefully 
designed for the individual needs of the businesses 
using them. Larger concerns with invoicing depart- 
ments in need of improvement should derive the most 
benefit from this manual. The methods described 
and the cost of their installation and maintenance, 
postulate a volume of business beyond that of most 
smaller trading units. 


A Summary of Auditing Case Law 
(Seventh Edition) 
by E. Miles Taylor, F.C.A., F.S.A.A. 
(Textbooks Ltd, Harpenden, Herts. 8s 6d net) 
In whom is the copyright of the auditor's report 
vested? Can an auditor, where found guilty of negli- 
gence, claim the benefit of the Statute of Limitations? 
18 an accountant investigating accounts on behalf of 
an incoming partner entitled to assume that the books 
of the existing partnership are correct? Does the 
responsibility of directors for dividends improperly 
paid out of capital cease when the deficit so created 
has betn made good out of subsequent profits? If 
80, МЕН the same limitation of liability apply also 
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to auditors? What conditions must be fulfilled in 
order that a capital profit may be distributed as 
dividend? These and many other queries are answered 
in this most readable manual which contains re- 
ferences to more than eighty relevant law cases 
ranging, in point of time, from 1848 to 1956. 


Taxes Without Tears, A Fable for our Time 
. by C. A. V. Smith 
(Secker & Warburg Ltd, London, 155 net) 

'This is a fable about a wonderful new Budget which 
brings happiness and prosperity to England. It 
abolishes income tax and surtax — except for a tax of 
ten shillings in the pound on dividends — but wages 
and salaries are to be reduced to what they had been 
after the deduction of Р.А:Ү.Е., less a further 
deduction equivalent to not more than half of what 
the recipient would be saved by the abolition of the 
tobacco duty. : 

Mr Smith's principal tearless tax is a poundage on 
all cheques, at 3d in the £, to be collected by the banks 
and paid direct to the Treasury. All stamp duties are 
abolished, except those on postal orders and money 
orders (sic) The Inland Revenue department is 
disbanded. Another new tax is a poll tax of £10 a head 
on non-British subjects coming to the United King- 
dom; with an exemption for political refugees. 

Mr Smith is much concerned with what he calls, 
with a splendid command of metaphor, 'the growing 
cancer of taxes and the parasitic creeper which thrives 
upon that cancer’. Through the mouth of his 
sagacious ‘Chancellor of the Exchequer’ he points 
out that there are hosts of people employed in dealing 
with the complexity of tax work, ranging from clerks 
engaged upon filling in purchase tax returns to highly 
paid accountants and barristers devoting their very 
able minds to fighting the Commissioners for Inland 
Revenue; the ‘Chancellor’ expresses the belief that 
his scheme will abolish these ‘tumours on the body 
politic’. : 

Mr Smith even goes so far as to promise the dis- 
appearance of practically all the speakers at 'Hyde 
Park Corner. This, we feel, would be a pity. The 
speakers are a great attraction for tourists, and might 
offset that £10 poll tax. 

We think that our readers will find this a very 
entertaining book. 


The Accumulation of Capital 
by Joan Robinson 
(Macmillan & Co Ltd, London. 28s net) 


This is a book written for economists by a distin- 
guished economist and it makes no “concessions to 
the ordinary reader. Its argument, very broadly, is 
that economists in concentrating for the past hundred 
years on the theory of value, have ignored the dynamic 
conditions of modern gociety. Keynes broke away 
from this arid tradition when in his General Theory of e 
Employment, Interest and Money he discussed the 
specific problem of the causes of unemployment but 
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he did not put forward any long-term plan for 
economic development, his ideas being related 
mainly to the conditions then obtaining. 

- It is Mrs Robinson’s aim to generalize Keynes's 
short-term policy and to extend it to embrace the 
overall growth of our economy. To do so, she has 
started from scratch, as it were, by working out the 
basic theory required for the larger concept, setting 
out-the various steps as an analytical construction. 
Her arguments are not always easy to follow but 
those who make the effort, even if they do not wholly 
succeed, will probably feel constrained to say, as did 
Mr Samuel Travers Carter of a more frivolous 
matter: ‘I may not understand but I am willing to 
admire.’ 


SHORTER NOTICES 


THE ACCOUNTING REQUIREMENTS OF THE Сом- 
PANIES Аст, 1948, Sixth Edition, by Frank H. Jones, 
F.A.C.C.A., А.С.1.5. (Barkeley Book Co Ltd, Stanmore, 
Middlesex. 4s net.) This sixth edition has been 
enlarged to include all the important accounting 
provisions, and a three-page index has been added. 
The text now covers twenty-nine pages and has 
useful marginal references to the relevant provisions 
of the Act. 

INTEGRATED ACCOUNTING (for examinees) by J. E. 
Smith, a.c.w.a., and J. С. W. Day, в.сом.(гомр,). 
F.A.C.C.A. (Edward Arnold (Publishers) Ltd, London.. 
35 6d net.) This booklet explains the advantages of 
combining the separate techniques of financial 
accounting and cost accounting and describes how 
it may be done. It then works out a specimen ex- 
ample, step by step, and, finally, poses and answers 
three questions taken from recent final examination 
papers of The Institute of Cost and Works Account- 
ants. The authors, who are experienced lecturers in 
cost accounting, have produced a guide which usefully 
links precept and example and which is, in addition, 
easy to follow. 


RECENT PUBLICATIONS 


CANADIAN ACCOUNTING Practice, by W. G. Leonard, 
Е.С.А., and Frank N. Beard, B.COM., C.A. ziv t494 pp. 
94X64. $6.75. McGraw-Hill Company of Canada Ltd. 


SurroN AND SHANNON ON CONTRACTS. sth edition, by 
К. W. Wedderburn, M.A., LL.B., Barrister-at-Law. 

- civ+522+34 pp. index. 84x 54. 325 6d net; 34s 6d by 
post. Butterworth & Co (Publishers) Ltd, London. 

Monetary THEORY AND Practice, by J. L. Hanson, M.A., 
M.ED., PH.D. шу +360 pp. 84 X 54. 30s net. Macdonald & 
Evans Ltd, London. 


Warrxans’s Tax TABLES AND Тах RECKONER, 1956-57, 
by George Whillans. 12 pp. 9$ X6. 1-5 copies 5s each; 
6-24 copies 4s 6d each; 25 copies and over 4s each. All 
post free. Butterworth & Co (Publishers) Ltd, London. . 

Tse Damy Herp Work Book. 23 pp. 13 X 8. Paper cover. 
gs 6d post free. Farm Economics Branch, School of 
Agriculture, Cambridge. 

Hanson’s Пватн Ооттвз. roth edition, by Н. E. Smith, 
LL.B.(LOND.). Ixxv-+1,214 pp. 10X64. £6 6s net. Sweet 
& Maxwell Ltd, London. : 

Tue MEASURING OF WORK IN THE ОБИСЕ, 28 pp. 4s net. 
British Institute of Management, London. 
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FINANCE AND COMMERCE 


.'The main feature of the stock-markets continues to 
be the paucity of business. Positions having been 
adjusted, most investors appear content to wait on 
events rather than anticipate them. Some small 
institutional demand keeps the gilt-edged market 
steady but for the rést it is mainly a matter of minor 
price adjustments in very thin conditions. 


Hire-purchase 
The accounts of Canadian and English Stores Ltd, 
which we reprint this week, give an idea of what has 
happened in the world of hire-purchase trading since 
the Government's regulation. The company's prin- 


cipal business was in furniture, radio and television - 


retail trade on hire-purchase. Until February 1955, 
no deposits were necessary, nor was there any limit 
to the duration of an agreement. In that month, 
however, the Government requiréd a 15 per cent 
deposit and completion of the hire-purchase agree- 
ment in two years. During the year, the deposit 
required on radio and television was raised to 33 1/3rd 
per cent and then to 50 per cent. On furniture, the 
deposit was increased to 20 per cent: 

Lord Milner, the chairman, says that these 
restrictions could not have come at a more inoppor- 
tune time for the company. They were committed 
to a plan for.expansion and the opening of a large 
number of new premises. The Government's policy 
had its intended effect. There was a severe drop in 
sales and a reduced profit. 

“Lord Milner argues that the hire-purchase of 
essential furniture is just as much a form of saving 
- as the purchase of a house through a building society 
and there are many people, we imagine, who would 
support that view. But, as he says, it is the official 
pur and has to be accepted. 


Millions on Loan 

Meanwhile, steps are being taken to supplement the 
company’s “normal form ‘of trading by other means. 
One line is.the establishment of a.new and separate 
short-term credit business in goods of domestic ‘use. 
The company has also bought Marshall & Aston Ltd, 
a wholesale drapery and ladies’ outfitting business, 
plus its ‘considerable accumulated loss’. Under the 
new management, Marshall’s are already trading at a 
profit. 


Canadian and English Stores are outside the normal: 


in that the managing director, Mr Harry Brooks, 
ig a man with an unusual attitude to wealth. He had 
originally placed £34 million atthe company’s disposal 
on loan free of interest and without security until 
March 1957. 

This arrangement was put ona long- term basig i in 
March 1955, by funding the liability in the form df 
unsecured loan stock carrying 5 per cent interest , 
from March 1957 and repayable by four instalments 
at five-year intervals, beginning? March 1962. These 


conditions were amended last January so that as 
regards {2} million of the stock, no interest is 
payable prior to March 1962, and repayments are 
spread over twenty-five instead of twenty years. 
Still more recently, Mr Brooks offered to cancel 
£1 million of the loan stock, an offer which has been 
accepted. The result is to increase net assets by that 


‘amount but Lord Milner points out that in certain ` 


events, a liability may arise for death duty. In this 
connection, however, steps have been taken to protect 
the company's position. 


‘Dock Problems ; 

The situation in the Cardiff docks was the subject of 
comment at the annual meeting of Mountstuart 
Dry Docks Ltd. 'The port has suffered from loss of 
coal export trade and there have been many utterances 
in recent months by spokesmen of official bodies 
deploring the lack of modern facilities for handling 
general cargo trade without which, it is maintained, 
the South Wales ports can only continue to decline. 
The Cardiff Port Development Association is much 
concerned at the prospect. 5 

At the Mountstuart meeting, Sir Llewellyn 
Soulsby, the chairman, said that the dry dock 
owners also take a serious view of the way the 
British "Transport Commission has declined to 
undertake anything more than minor improvements 
in Cardiff and Barry. T'hese ports, he said, would 
have a still more derelict look if it were not for 
tankers and other vessels occupying the otherwise 
empty quays for completion of repairs. 
. Modern dry docks capable of taking modern 
deep-draught vessels, he pointed out, must be 
entered from the deeper waters of the wet dock 
systems but the modernization, essential if improved 
trade is to be realized, is refused because those in 


' control of policy declare „they cannot afford the 


necessary. expenditure. With good modern dry dock 
facilities, shipowners would be encouraged to use the 
ports. 

With this year's accounts, the, directors have 
settled the question raised last year of the non- 
depreciation of the company's. 1936 properties. 
After consultation with the company's accountants, 
they have transferred from group reserves a sum to 
meet depreciation for past years and the amount 
charged to profit and loss account this time includes 
provision for the current year. l 


Money Market 


With the marktt’s bid reduced by 4d to £98 14s 8d 
theré was a sharp jump in the Treasury bill rate on 
August 24th. The average rate was £5 1s 2:95d per 
cent against the previous week's [5 os 0-43d per cent. 
The market obtained 50 per cent of requirements and 
applications totalled” £405,210,000 for the {270 
Pn of bills offered. This week’s offer is £290 
on. 
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CORRESPONDENCE 
Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Valuation of Goodwill of Accountancy Practice 


Sir, – The letter from ‘Practitioner’ in your issue of 
August. 18th, reminds me that there may have been 
changes in the basis on which goodwill is valued since 
I prepared my paper for the Institute Summer 
School in 1955. 

The trend towards payment for goodwill in the 
form of annuities may have gathered strength and 
the enactment of Tucker II must, I think, have 
improved the position of vendors. 

I, too, should be very interested to learn of the 
trend of arrangements during the past eighteen 
months, and the experience, of any practitioners who 
have settled the basis for valuing accountancy 
goodwill recently would be appreciated. 

Yours faithfully, 

London, ЕС2. Е. KENNETH WRIGHT. 
[Mr Wright’s paper entitled ‘Professional goodwill: 
methods of valuation and payment’ was reproduced 
in The Accountant of September зга and roth, 1955. — 
Editor]. 


Home Consumption and the Wernher Decision 
Sm, – With reference to Mr G. L. Mortimer’s letter 
in your issue of August 25th, the Inland Revenue 
instructions apply, of course, to all traders, and not 
merely to farmers. 
Mr Mortimer’s argument is probably unanswer- 
WE » logic, but it has to be recognized that, follow- 
; the Inland Revenue also has a case in 
Ré d the problem appears to be one for negotia- 
tion rather than litigation. 
If there is a certain amount of complacency in the 
profession on this particular issue, it may be that all 


the implications are not fully appreciated. А colleague: 


quotes an Inspector's inquiry for details of sales by a 
market gardener at less than market price to friends 
and relations. 

If the principle is accepted, there seems no reason 
why it should stop at friends and relations. What 
about local residents (in contrast to ‘summer visitors’), 
wearers of the ‘old school tie’, and supporters of the 
local football club? Many businesses have a wide 
range of selling prices. 

Still in the background (at present) is the question 


of ‘personal choice’ in the matter of expenditure- 


ae Chambers (Northiam Farms) Ltd o. Watmough). 
en the stage is reached of assessment on profits 
not earned, but excluding a proportion of expenditure 
actually incurred in earning the true profits, it may 
bea simple step to a basis of assessment on 'earnipg 
capacity’. Alas, poor Schedule D! 

Some ‘top-level’ talks seem very desirable if our 
tax system is not to fall further into disrepute. 

Yours faithfully, 
Barnstaple. °C. W. TAYLOR. 


Audit Practice and a Friendly Society 


Sm, – A client company of my firm has been assisted 
financially by a loan from a friendly society. Recently, 
when carrying out the audit of the company’s 
accounts, we wrote to the friendly -society asking 
them to certify the amount of principal and gross 
interest outstanding on loan at the date of the balance 
sheet, to which we received the following reply: 

‘We do not issue certificates in connection with 
money lent on mortgage as this is personal business 
between ourselves and our borrowers. 

The company’s books should show what money 
was due to us. | 

Incidentally, we make по charge to our borrowers 
other than interest on moneys outstanding to cover 
cost of providing certificates’. 

The letter was signed ‘Yours fraternally.’ 
Yours faithfully, 
PATRICK EDGE-PARTINGTON. 
London, SWT. 


Church Accounts 


гет 1 should like to support Mr Ransted (August 
18th issue) in his plea for proper accounts – income 
and expenditure account and balance sheet- for 
churches. 

Y speak as treasurer rather than auditor and as 
treasurer I admit with regret that churches, like 
other charities, can seldom be run with anything 
like adequate reserves: it seems to me that sub- 
scriptions fall off as soon as reserves accumulate and 
80 they don't. But chronic lack of reserves makes it no 
less important for parochial church council and 
congregation to be made aware of the balance sheet 
position, even though this may be blatant insolvency. 

So far as the income and expenditure account is 
concerned, I have derived some help from the return 
required by the diocese to enable them to assess the 
annual quota. Not only does it save a treasurer's time 
if the quota return can be completed straight from 


the accounts, but the distinction drawn between . 


money raised for parish use and that raised for 
outside causes — and therefore the relation between 
the two — is ome which should be clearly shown by 


а Yours faithfully, 


CHRISTOPHER BOSTOCK, A.C.A. 
London, EC2. 


Sm,» With reference to Mr Ransted's letter in your 
issue of August 18th, I think one must keep a sense 
of proportion in dealing with such accounts. I have 
been a churchwarden and treasurer for many years 
and Ieconsider that an income and expenditure 
account, prepared in an easily comprehensible form, 
together ‘with a statement of funds, is all that is 
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required. This is really a cash account slightly 
expanded in order to take in creditors. There’ should 
be no debtors. It is very important that the congre- 
gation should -be able to understand it. This account 
can be accompanied by a summary of any funds 
held by the church. ' 


А balance sheet in the conventional pattern does 
not seem to me to be either practicable or to serve any 
useful purpose. There could be no capital account as 
book values of fixed assets would hardly be available. 
We have a church with a Saxon tower, a thirteenth- 
century chancel and embellishments by Crusaders 
and others. The church furnishings have been pro- 
vided down the ages and will have to be replaced 
when worn out but it would hardly be practicable to 
provide for depreciation where the cost 1s not known. 

We actually deal with the problem by means of a 
repairs fund with a separate banking account to 
which we make periodical transfers in order to 
average out the cost of repairs and renewals. It is 
usually possible to anticipate expenditure of this sort 
which is likely to arise in the future and even if 
nothing appears to be urgent a reserve can be set 
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ments of Section 8 and are the most likely to be 
understanded of the people’. Yours faithfully, 


N. B. HART, F.c.a. 


Sm, — In reply to Mr Ransted’s letter (August 
18th issue) the form of presentation of church 
accounts is essentially a practical matter, and should 
be considered without regard to a large number of 
technical points such as are required for company 
accounts, etc. - 

What is essential is that the statement of accounts, 
as presented, should be easily understood by the 
many people interested who have no accountancy 
experience and little business knowledge. I append 
therefore, a copy of the church accounts for which I 
am responsible, and which have been most successful 
in obtaining the desired object. (Reproduced below, 
~ Ed.) 

If it is required, the church balance sheet should 
also be drawn up on simple lines, but the important 
thing is the cash aspect of the church finances. 

The balance sheet giving the historical cost of the 
church, organ, etc., serves only to confuse the 
majority of parishioners. 


· Brigg, Lincolnshire. 















































aside for emergencies. l | Yours faithfully, 
In my view, accounts on these lines fulfil the require- Bristol, 8. K. A. P. DALBY, F.c.a. 
ST MARY'S CHURCH, LEIGH WOODS. STATEMENT OF ACCOUNTS FOR THE YEAR ENDED DECEMBER 318, 1954 
Represented by 
Balance in| Total Cash at 
credit receipts bank on 
Name of January 184] during deposit 
account 1954 year account Remarks 
£ £ £ £ 
Receipts include: 
Church collections .. 202 
Subscriptions and covenants 292 
Church expenses 349 513 279 | Payments include: 
Wages of Verger and upkeep 
of cottage .. e .. 104. 
Supplement to incumbent's 
stipend ЗД .. 189 
Sunday school 15 — — 
Choir 30 5 35 
Payments include. 
Repairs 4 12 — Damage by froat Ss .. а2 
Dilapidations fund .. .. 26 
d Receipts include: 
Roof repairs 719 799 1517 Баје of work .. . 102 
Special 
collections — 79 — 
Quota — 44 — 
Тота, Church ToraL Church Funds on December ` 
Funds on Jan- 3181, 1954 | 
uary rat, 1954. 
£1,107 75 та 1,108 1,452 1,831 £1,953 7: 9d 





Nores ~ (1) Total cash at bank on deposit accounts on Decgmber 31st, 1954 was £1,831 as shown, but a final transfer from Church 


Expenses Deposit Account to Roof Repairs D 


it Account was not made until January 24th, 1955. 


{3} All accounts are shown to the nearest £ for the sake of cleagness. А 
The Endowment Fund for the stipend of the incumbent is operated by the Church Commissioners and provides £311 


annually, not shown above. This sum is made up to £500 


annum out of Church expenses. 


(4) Will any Parishioner requirmg analysed details please apply to the Homes "Treasurer. 
са . 


I certify that I have examin ove accounts, è 
and subject to note (0 above, that the accounts аге 
correct to the best of my knowledge and belief. 

E. Н. Barry, Hon. Auditor. ` 


A. P. DALBY, Hon. Treasurer. 


^ R. А. Down, Incumbent. 


James H. ALMOND 


ErzANOR M. FROST } Chur ch Wardens. 
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FOR STUDENTS 


INSTITUTE RECOMMENDATIONS 
No. XII. Rising Price Levels 


Recommendation XII of The Institute of Chartered 
Accountants in England and Wales was published on 
January 14th, 1949. It deals with rising price levels in 
relation to accounts and, although the contents have 
since been amplified by Recommendation XV, pub- 
lished in 1952, yet the original recommendations have 
in no way been displaced. 

Together, these two recommendations have pro- 
duced more controversy ‘inside and outside the 
profession than all of the other recommendations ever 
published by the Institute. As readers will be aware 
from current literature, discussions as to the most 
suitable manner in which rising price levels should be 
reflected (if at all) in financial accounts, still continues, 
and it is unlikely to die for many years to come. 

For younger students who may not yet be aware of 
the divergencies in opinion that have been and are 
being expressed, the matter may be stated quite briefly. 

It is the duty of accountants, contends the Institute, 
to show accounts on a strictly monetary basis and fixed 
assets should be shown at their cost in terms of money, 
irrespective of whether or not rising price levels have 
rendered these historical costs comparable with 
replacement costs or not. Whilst it may be obvious 
that rising price levels render depreciation provisions 
inadequate for the purpose of replacing fixed assets, 
yet the Institute maintains that it is the first function 
of depreciation to apportion the net cost in money 
terms of an asset against production over the course of 
its life. Any sums set aside to augment depreciation 
provisions by virtue of the fall in the purchasing power 
of money, must be treated as being quite separate from 
the basic and legal provisions for depreciation. 

The argument set up against this largely rests upon 
the economists’ concept of profit, although these argu- 
ments have been advanced by at least two other bodies 
of accountants. Profits, contend the economists,.should 
be measured not in monetary terms but in real terms, 
as indeed should all assets and liabilities. On this basis 
the argument is advanced that the charge for depreci- 
ation in any one year should be based not upon the 
historical cost of the asset, but upon current герјасв- 
ment value. In essence, it may be stated that the 
economists’ view is that, say, 1939 and 1956 £s are 
incomparable, and if a balance sheet is to reflect a ‘true 
and fair view’ of the state of the company's affairs, they 
suggest that all assets and liabilities should be expressed 
in one ‘type’ of £.. This entails revaluation of all 
assets and the writing up of their historical cost (less 
depreciation provisions) to а current value based on 
replacement cost. (This argument is far from being 
purely theoretical, for in 1954, Imperial Chemical 
Industries Ltd *wrote up' their fixed assets on such a 
basis and released a very large capital surplus which 
was placed to capital reserve.) 

The foregoing is merely an explanatory note as to 
the position and students would do well to read in full 
the foreword to Recommendation XII, which rums to 
seven pages. 

The recommendations made are as follows: А 

(1) Any amount set aside to finance replacements 
(whether of fixed or current asfets)-at enhanced cost, 


should not be treated as a provision which must bi 
made before profit for the year can be ascertained, bu 
as a transfer to reserve. ТЕ such a transfer to reserve ii 
shown in the profit and loss account as a deduction ir 
arriving at the balance for the year, that balance shouk 
be described appropriately. 

(2) In order to emphasize that as а matter of pru. 
dence the amount set aside is, for the time being 
regarded by the directors as not available for distri. 
bution, it should normally be treated as a specific 
capital reserve for increased cost of replacement ој 
assets. 

(3) For balance sheet purposes fixed assets should 
not, in general, be written up on the basis of estimated 
replacement costs, especially in the absence of а 
measure of stability in the price level. 


TAXATION 
Charities 


The term ‘charity’ is defined for the purposes of 
taxation in Section 448 (3), Income Tax Act, 1952, as 
being > е i 

'any body of persons or trust established for charitable 

purposes only’. 

This seemingly unhelpful definition can be enlarged 
upon only by reference to the general law of charitable 
trusts — a branch of the law which had its origin in an 
ancient Statute of 1601 and is today so complex that 
even learned judges have declared themselves baffled 
by its diversities. 

Although there is little difficulty in determining 
that a charity must be founded upon a definite and 
irrevocable trust for charitable purposes, the latter 
phrase is capable of wide interpretation. It obviously 
includes the relief of poverty, the advancement of 
education or religion, and similar activities: not so 
obviously has it been held to include the reduction 
of the national debt, the repair-of bridges and the 
purchase of regimental plate. 

Generally speaking, a charity is exempt from income 
tax; surtax and profits tax have no application. Where 
а charity receives income under deduction of income 
tax (e.g. dividends, or payments made under deeds 
of covenant), it may make a repayment claim for the 
tax so deducted. 

Ап illustration of the application of the taxation law 
affecting charities was shown in the report of Тће 
Institute of Chartered Accountants in England and 
Wales for 1955.1 The Institute has created a private 
company, limited by guarantee, to act as the trustee 
of charitable trusts created by or connected with the 
Institute. Deeds of settlement were executed by the 
Institute on December 21st, 1955, under which two 
charitable trusts were created. The first provides for 
the payment of seven annual sums of £450, and the 
second for thé same number of sums of £300. Both 
trugts are being financed from the ordinary funds of 
the Inscitute. The moneys of the first trust are to be 
used for examination prizes; those of the second fund 
for charitable causes generally. 

"The advantage of such trusts will be that although 
the Institute does not bear income tax on the majority 


! Reprodüced in The Accountant dated April 28th, 1956. 
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of its income (e. g. subscriptions), yet it is at present 
obliged to suffer income tax on its investment income; 
henceforth, the sums under the deeds of covenant 
will be paid from the investment income, and tax 
thereon recovered by the trustee company. "The final 
result is that the Institute's contributions to charitable 
causes will now come from income in charge to tax 
(ах a net cost of 11s 6d in the £ to the Institute) and 
not from untaxed subscription income as hitherto. 

There are, of course, certain expenses incurred in 
establishing any charity or charitable trust: in this 
'case, apart from the formation costs of the private 
company, there would be legal fees for the preparation 
of the deeds and stamp duties thereon. However, 
appreciable advantages obtain through taking ad- 
vantage of the special provisions relating to taxation 
and charities. 


Interest on Tax: a Correction 


A note under ‘For Students’ in the issue of June 3oth, 
dealt with the interest which, in certain circumstances, 
has to be paid on arrears of i income tax, surtax and 
profits tax, and the power of the Court to award 
interest to a taxpayer when it allows his appeal and 
the tax paid becomes repayable. It was stated that in 
both cases the rate was 3 per cent without deduction 
of tax, and that the interest was neither assessable on 
the recipient nor deductible in arriving at the payer's 
assessable income. 

In the light of correspondence received, however, 
it is necessary to revise the information previously 
given as follows: the specific statutory provision of a 
rate of 3 per cent without deduction of tax applies 
only to interest payable by a taxpayer, under the Income 
Tax Act, 1952, Section 495, on arrears of tax. If, 
after he has paid it, the tax is repaid on account of 
some relief, the Section 495 interest is repaid to him 
(Section 496). 

The interest which the Court can award is provided 
for by Section 64 (то) of the same Act, and it leaves 
the rate to the discretion of the judge. It has on 
occasion been 3 per cent but latterly it has been awarded 
at 4% per cent. This is the gross amount; the ordinary 
rules as to deduction of standard rate tax, and of 
including the gross amount in the recipient's total 
income, apply. 

It will be seen therefore that the two kinds of interest 
are essentially different. 


EXECUTORSHIP 
Intestacies ~ I 


А person is said to die intestate if he or she dies leaving 
no valid will. A ‘partial intestacy’ is algo said to arise 
when a person dies leaving a will which does not 
effectively dispose of the whole of his estate. In such 
cases that part of the estate which is not disposed of 
by the will devolves according to the ud of intestate 
succession. 

'The basic law as to the rules of the * iscibutión of 
an estate on an intestacy is contained in the Administra- 
tion of Estates Act, 1925. In so far as the death occurred 
on or after January rst, 1953, and the intestate left a 
surviving spouse, the law has been amended by the 
Intestates Estates Act, 1052. The law as statedgin the 
following notes is that operating for current deaths. 

In cases where the intestate dies leaving only а 
surviving spouse and no issue, parents, hrothers, sisters, 
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grandparents, uncies or aunts, the surviving spouse is 
entitled to the whole estate absolutely. 

In cases where, in addition to a surviving spouse, 
the intestate leaves relatives of the groups mentioned 
above (which includes such relatives of the whole or 
the half blood or their issue) the surviving spouse is 
entitled to all the personal chattels of the deceased. 
In this context personal chattels is defined as being: 

*Carri , horses, stable furniture and effects (not 
used for business purposes), motor-cars and accessories 

(not used for business purposes), garden effects, domestic 

animals, plate, plated articles, linen, china, glass, books, 

ictures, prints, furniture, jewellery, articles of house- 

old or personal use or ornament, musical and scientific 
instruments and apparatus, wines, liquors and consum- 
able stores.' 

Personal chattels, however, do not include any 
chattels used at the death of the intestate for business 
purposes, nor money or securities for money. 

Ín addition to the personal chattels, the surviving 
spouse is entitled to a statutory legacy of £5,000 in 
cases where the intestate leaves issue, and of £20,000 
where there is no issue. (In cases where the estate does 
not amount to such a sum, the spouse will take the 
whole estate absolutely.) 

The statutory legacy carries with it interest at the 
rate of 4 per cent per annum, and this interest is payable 
primarily out of income. It is calculated from the date 
of death to the date of payment of the statutory legacy 
(in cash or kind). In accordance with the normal rule, 
income tax at the standard rate is deductible from the 
amount of the interest at the time of payment. 

Prior to 1953, the surviving spouse had no power to 
require the personal representative to enable him or 
her to acquire the matrimonial home. 'T'hat right has 
now been given to the surviving spouse, who may now 
require the personal representative to exercise the 
power of appropriation in his or her favour so far as 
regards an interest in a dwelling-house included in the 
residuary estate of the intestate. 


BANKRUPTCY 
Trust Moneys: a Correction 


The note on this subject under ‘For Students’ in the . 
issue of August 4th, said that if property which a 
bankrupt held as a trustee fell within the ‘reputed 
ownership’ rule, the property could be claimed by his 
trustee in bankruptcy. It must be stated, however, 
that the ‘reputed ownership’ rule extends only to 
property ‘in the possession, order or disposition of the 
bankrupt in his trade or business by the consent and 
permission of the true owner. under such circumstances 
that he is the reputed owner. If the bankrupt is 
trustee of the property, he himself is the true owner, 
and therefore there is no room for the application. of 
the ‘reputed ownership’ rule. Accordingly, such 
property does not pass to the trustee in bankruptcy. ` 
As to hire-purchase instalments collected by a 
retailer on behalf of the finance company, this will 
normally be under a contract of agency. Unless the 
cogtract expressly so provides, the retailer will not 
usually be trustee of the money he has collected, but 
will"be a mere debtor to the finance company for an 


„Equivalent amount. Accordingly, moneys in the hands of 


a retailer collected in this way will probably pass to 
his trustee in bankyiptcy, not under the ‘reputed 
ownership’ rule, but as his own property. 
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~NEW LEGISLATION 


All new Acts are noted in this column, together with those Statutory Instruments which are 

ој interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
_ Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2. 


STATUTES 
, (4 & 5 Eliz. 2) 
Chapter 56: Transport (Disposal of Road 
Haulage Property) Act, 1956 
An Act to amend the provisions of the Transport Act, 
1983, relating to the disposal by the British Transport 
Commission of the property held by them for the 
purposes of the existing road haulage undertaking 
(including the provisions as to the transport levy and 
the Transport Fund), to extend’ certain enactments 
relating to holding companies to the British Transport 
Commission, and for purposes connected with the 
matters aforesaid. 
Price 9d net. August 2nd, 1956. 
Chapter 57: Slum Clearance (Compensation) Act, 
1956 
An Act to make additional provision for payments in 
respect of certain unfit houses subject to compulsory 
purchase, clearance, demolition or closing orders; and 
for purposes connected therewith. 
Price 8d net. 


Chapter 58: Department of Scientific and 
Industrial Research Act, 1956 
An Act to make provision with respect to the depart- 
ment of scientific and industrial research; and for 


purposes connected therewith. 
Price 6d net. 


Chapter 59: 


August and, 1956. 


August 2nd, 1956. 


Underground Works (London) Act, 
1956 

An Act to vest in the Minister of Works certain under- 

ground works constructed in London during the 

recent war as air-raid shelters, together with other 

works connected therewith and land adjacent to those 

works; and for purposes connected with the matter 


aforesai 
August 2nd, 1956. 


Price 8d net. 
Chapter 60: Valuation and Rating (Scotland) Act, 
1956 


An Act to amend the law regarding valuation and 
rating in Scotland; to amend the provisions of the 
Local Government (Financial Provisions) (Scotland) 
Act, 1954, with respect to the payment of Exchequer 
grants to local authorities in Scotland and with respect 
to the apportionment of the expenditure of joint bodies 
among their constituent authorities; and for purposes 
connected with the matters aforesaid. 

Price 25 ба net. August and, 1956. 


Chapter 61: Coal Industry Act, 1956 ° 


An Act to extend the power of the Minister of Fuel’and 
Power to make advances to the National Coal Board 


for capital purposes; and to alter the financial year of* 


the National Coal Board. 
Price 3d net. 


August and, 1956. 


Chapter 62: Hotel Proprietors Act, 1956 
An Act to amend the law relating to inns and inn- 
keepers. 
Price 4d net. 


STATUTORY INSTRUMENTS 


The Control of Hiring (No. 2) Order, 1956 
(S.I. 1956 No. 1269) 
'This Order supersedes the Control of Hiring Order, 
1956, as amended. The principal changes are as follows: 
(1) apart from the exception in Article 6 (which 
has been redrafted), the hiring of goods to which 
the Order applies must now be for a definite 
period of not less than nine months or for an 
indefinite period; and 
(2) the charges (other than those for the supply of. 
electricity or gas) mentioned in paragraph 3 (b) 
of the Second Schedule must now be ascertain- 
able at the date of the signing of the relevant 
agreement. 
Price 3d net. 


The Hire-Purchase and Credit Sale Agreements 
(Control) (Amendment) Order, 1956 
(S.I. 1956 No. 1270) 
This Order amends the Hire-Purchase and Credit 
Sale Agreements (Control) Order, 1956. The principal 
changes are as follows: 

(1) the provisions for credit sale agreements, in 
respect of goods for which payments on account 
are made during manufacture, are slightly 
modified and are extended to cover goods 
described in items 19 and 20 of the First 
Schedule. Where such contracts, for goods 
described in item 24 only, provide for instal- 
lation, the Order will not apply to the agreements, 
provided that they comply with certain con- 
ditions; 

(2) the exemption of certain short-term credit sale 
agreements will now apply only to those in 
which the property in the goods passes to the 
buyer before delivery of the goods to him; and 

(3) the provisions in respect of goods for export are 
mo 


Price 3d net. 


The Investment Allowances ' 
(Fuel Economy Plant) Order, 1956 
(S.I. 1956 No. 1295) 
Section 15 (3) (5), Finance Act, 1956, provides that 
investment allowances are to be continued for ex- 
penfiture incurred after February 17th, 1956, on 
prescribed fuel-saving plant if it is installed by way 
of modification or replacement of plant in use in the 
United Kingdom. This Order, made under Section 
15 (Аја prescribes a list of the fuel-saving plant and 
the conditions, if any, upon which such plant is 
prescribed. 
Price 3d net. 


August 2nd, 1956. 


August 21st, 1956. 


August 21st, 1956. 


August 23rd, 1956. 
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NOTES AND NOTICES 


The Editor of The Accountant 
We have to announce that Mr Derek du Pré, who has 
been editor of The Accountant for the past nine years, 
has resigned in order to accept the appointment of 
joint secretary of Тће Institute of Cost and Works 
Accountants. 
During his occupancy of the editorial chair, Mr 
| du Pré became widely known throughout the pro- 
fession and was He as an after-dinner speaker. 
We wish him continued success in his new sphere 
of activity. 
The appointment of a new editor will be made in 
due course. 
Personal 


Messrs SILVER, ALTMAN & Co, Chartered Account- 
ants, of Napier House, 24-27 High Holborn, London, 
WC1, announce that Mr SIDNEY GOLDWATER, A.C.A., 
has been admitted into partnership. The name of 
the firm will remain unchanged. 

Messrs T. G. SHUTTLEWORTH & SON and Messrs 
HADFIELD, RIDDELL & Co, Chartered Accountants, 
of 32 Wilkinson Street, Sheffield, 10, announce that 
as from July 31st, Mr F. J. A. Dunn, D.F.C., A.C.A., 
has resigned as a partner in order to take up ап 
appointment in industry. They also announce that 
Mr Epwarp MICHAEL CAMERON, А.С.А., has been 
admitted to partnership and has joined the remaining 
partners, Mr J. W. MERRYWEATHER, M.C., T.D., 
F.C.A., and Mr К. О. SHurrLewor tH, Е.С.А., as from 
August rst. 

Messrs CRACKNELL, MEYNELL & STEPHENS, Certi- 
fied Accountants, announce-that as from August 
25th, their offices have been removed from 170 
Bishopsgate, London, EC2, to 7 Union Court, Old 
Broad Street, London, EC2. Telephone: London 
Wall 1426—7. 

Professional Notes 


Mr Alastair F. Crawford, C.A., assistant export 
accountant of the Dunlop Rubber Co Ltd, has been 
appointed secretary and accountant of the Inter- 
national Synthetic Rubber Co. Mr Crawford, who is 
28, was articled to Messrs Thomson, McLintock & 
Co, Glasgow, and qualified in 1950. 

' Mr T. W. Farnell, c.a., has been appointed secre- 
tary of Williams & Williams Ltd, of Chester. 


American Institute of Accountants 
ANNUAL MEETING | | 

The sixty-ninth annual meeting of the American 
Institute of Accountants is to be held from September 
231d to 27th, in Seattle, Washington, when more than 
1,600 certified public accountants are expected to 
attend. . 

Two of the principal speakers will be Mr William 
M. Allen, president of the Boeing’ Airplane. Co, and 
Mr J. P. Weyerhaeuser, Jun., president of the 


Weyerhaeuser Timber Co; other speakers will par- 
ticipate in technical sessions on specialized accounting 
problems for the mining, oil and lumber industries, 
federal taxes, estate planning and developments in 
business insurance. There will also be a major session 
devoted to professional ethics. 

Social events planned include a reception, a visit 
to the Seattle Art Museum, a theatre party and special 
tours and entertainment for the wives of members. 


South Wales and Monmouthshire Society 
. of Chartered Accountants 
At the recent annual meeting of the South Wales and 
Monmouthshire Society of Chartered Accountants, 
the following officers were elected for 1956-57: 
President: Mr Donald T. Owen, F.c.4. (Carmarthen). 
Vice-President: Mr B. E. Brown, F.c.a. (Cardiff). . 
Hon. Librarian: Mr L. V.-West, F.c.a. (Cardiff). 
Hon. Auditor: Mr W. J. James, F.c.a. (Brecon). 
Hon. Secretary and Treasurer: Mr Colin Montgomery 
Williams, F.C.A., ІІ and 12 Wind Street, Swansea. 
Members expressed their great sympathy at the 
fact that the outgoing President, Mr H. W. Vaughan, 
F.C.A. (Swansea), had suffered such a severe illness 
during his year of office, but they were delighted to 
see that be had now made an excellent recovery. 


The Accountants’ Christian Fellowship 


The monthly meeting for Bible reading and prayer 
will be held at 12.30 p.m. on Monday next, September 
3rd, in the vestry at St Mary Woolnoth Church, 
Lombard Street, London, EC3. 


Insurance Statistics 
The publication, Statements of Life Assurance and 
Bond Investment Business deposited with the Board 
of Trade during the year ended December 31st, 1955, 
is now on sale and can be obtained from Her Majesty’s ` 
Stationery Office, price ro guineas per set of two, 
volumes. 

'The publication follows the style of last year's 
edition, except that for the first time the returns of 
overseas companies have not been abridged. The 
statements of all companies, British and overseas, 
which carry on life assurance and/or bond investment 
business in Great Britain, have been reproduced in 
full, showing life assurance and bond investment 
revenue accounts, profit and loss accounts, and 
balance sheets and certificates. 


Our Weekly Problem 
No. 133: THe Pennies Drop 


*Mr L. U. Sidate had promised to look after the funds 
of the féte over the week-end. He exchanged a bag 
of pennies and put money-boxes in front of his grand- 
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children with instructions to help themselves. Roger- 
was too young to be interested. When they had tired 
of the game Mr Sidate counted up. 

‘I see,’ he said, ‘that David's score is the sum of 
the cubes of his age and Roger’s; Janet's score is 
the sum of the cubes of her age and Roger's; and 
Alan's score. is the sum of the cubes of David's and 
Janet в ages,” 

‘I suppose, ' said Charles, 'I have got your habit 
of thinking in terms of figures, but I had worked out 
that David's score is the difference of the cubes of 
Alan's and Janet's ages; Janet's score is the difference 
of the cubes of Alan's and David's ages; and Alan's 
score is the difference of the cubes of his and Roger's 
ages.’ 

Mr Sidate added a shilling to each of David’s and 
Roger’s money-boxes and two shillings to Janet’s. 

How much did Му Sidate spend on his grand- 
children? 


The answer will be published next week. 


ANSWER TO No. 132: NINE FoR NINE 
1f x is Charles's score in the first match his other scores will be 


x з= 9x 27% 
2' 4? 8' 16 
The tos а 88 and hia overage 95 
. У . AX. 
x is therefore 16 and his highest score, viz 76? 18 27. 
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SEVENTY-FIVE YEARS AGO 
From Whe Accountant or SEPTEMBER 3RD, 1881 
Extract from leading article entitled 
Irish BANKRUPTCY BUSINESS 


A correspondent sends us a letter as to the mode of 
doing bankruptcy business in Ireland, which may ђе | 
regarded as being in one sense a commentary upon 
the recent abortive attempt to introduce more of the 
official element into bankruptcy administration in 
England, As to a reform of the English law, so much 
has been written in these columns against a revival of 
officialism dressed in new clothes—that nothing 
further need now be said on that score. It may, how- 
ever, be noted that amongst the utterances condem- 
natory of this phase of Mr. Chamberlain's Bill, 
which have lately been neither few nor infrequent, 
is the opinion of Lord Sherbrooke. His lordship, 
writing in the trenchant manner of his-old self as 
Robert Lowe, says of the official regime: “The Court 
of, Bankruptcy was a sink into which money was 
continually poured, but where, with the true instinct 
of gravity, it never rose again. The system worked 

ith what Lord Byron somewhere calls ruinous 
perfection.” After this it is not surprising to find 
that Lord Sherbrooke does not regard Mr Chamber- 
lain’s Board of Trade officialism with favour. On 
the contrary he considers it a “wanton and s 
innovation to mix up a political office like the Board 
of Trade with the duties of a court of law.” 


| . THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 


Results of Examinations held in June 1956 


First Place and Prine: Ewen, W. M., Aberdeen. 
Second Place: Evans, A. J., 


fo A, Salford. 
Allen, H. Hatrow 
Allen, J. Е. London. 


Aud D., 
puer 0. Со J. С. VRotherfeld. 
Adeo n, C. K., Burton-on- Trent. 


Barkes, M. N., eee 
Barnes, F., Larkhall 

Barnes, L. H. R., Stalybridge. 
Beard, M. B., "Tolworth. 


Bews, J. G., 

Birch, G. A. остар 

іга, 'R. Ер ndon. 
Romford: 

Bonner, J. Jg Stevenage. 


FINAL EXAMINATION 


SECTION I 


(in alphabetical order) 


Boor, R., Worksop. 
Brooke, / A. G., Birdwell. 
Brumwell, H. D., Ilford. 
Bull, M. A, Mansfield. 
Burnett, G. '5., Coventry. 
Burns, J. S., London. 


Cameron, E. B., London. 
Cantle, K. F., North Boarhunt. 
Carter, R. H., Driffield. 
Chamberlain, J. E., London. 
Chan, К. C., London. 
Chessell, E., Southampton, 
Chrispin, F. Liverpool è 
Chubb, R. T. G., Poole. 
Clark, D. B., Sujton. 

Clark, T. B., "Hetton-le-Hole. 
Coles, M. A, St Albans. 
Collins, F. L., London. 


Cooke, "A. Ја 


Collins, L. C. Wa Duns HN 
: Cooper, Н. B., ду | 


Coxhead, S. A., London. z 
Cruickshank, A. 1. D., Methlick. 


Third Place: Strong, B. is Bee 
Redhill. ^ Fourth Place: Gray, J J. D, Ba 
Fifth "Place: Wilson, R. M., Maldon. 


Dales, F., Ryde. 


Dalton, D. P., Peterborough. - 
Davies, B. J., Southall. 


Davies, H., Walkden. 

Day, C. R. J., Nayland. 
Dempster, C. I., Manchester. 
Dennett, A. W. H., Romford. 
Dunn, C. B., Dudley. 
Dymond, А. N., Hounslow. 


Elton, Miss M., Sanderstead. 


Fenton, V. D., East Croydon. 
Fisher, G. H., London. 
Freeland, А. J., Sherborne. 
French, E. J. H., Dublin. 
French, M. R., Wisbech. 


Garnham, E, J., Pinner. 

Garnham, R.,A., Jersey. 

George, б. А. O., Leeds. 

Gillson, H. nb 
Goodwin, , Leamington Spa. 
Gould, J. H. Е. * Exmouth. 
Griffiths, P. E. E., Hounslow. 
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Grosvenor, P. R., Twickenham. 
Grover, W. Jo Barnet. 
Grozier, D. R L., Trowbridge. 


Hall, C., Newcastle upon Tyne. 
Hall, J. S., Ashford. 

Hamilton, "Miss M. E., Bothwell. 
Hammond, M. J., Chelmsford. 
Hare, С. C, Gloucester. 


Harwood, J., Newcastle upon Tyne. 
Hazlewood, H., Birmingham. 
Hedmann, R. É., London. 

Helme, D. J., Leigh. 

Herron, W., Stanley. 

Holdsworth, T., Leeds. 


Holmes, J. Grimsby. 

Homley, C ae Lincoln. 
Howard, A. K., Stockton-on-Tees. 
Howells, J. I., Porthcawl. 

Hulme , Stockport. 


Hunt, R. J., Madeira. 
' Iuchley, R. A., Smethwick. 


een A R., Gateshead, 
исквоп, А. C. 

iu E Hamat 
e 8, ambri 
enkins, R., Cardiff, 
ohnson, D. H., London. 
ones, K. D., Chester. 


udge, J., Hartley. 


Keen, R. 5., Bexley. 
Kelly, C. p Wrexham 
Kelly, J , Cheadle 


Kershaw, N., Rochdale. 

Kilby, A. J "Doddington. 

Kingston, R. E., Ilford. 

Kirsopp, W. N., Newcastle upon Tyne. 
Kitson, A. V., Barnsley. 

Knowles, D., St Helena. 


јата E 


J.asbe. 
Last, n rs 


Lim, 5. T., 


Lucas, 


irming 
Ludkin, R., Gateshead. 


First Place and Prize: Miller, J. T., Newcastle upon Tyne. 
Second Place: Tysoe, J. S., Northwood Hill, Middx. 


Abbott, B., Kirkby-in-Ashfield. 
Adams, P. J., Southampton. 
Allen, R. C., Carshalton. 
Anderson, D. 5., Greenock. 
Ashfield, R. T., Manchester. 
Attipoe, F. E. Y., Mum 


Baker, D. М., Sidcup. 

Batchelor, E. с. ‘tape „Кеп. 
Beckett, J.G yward's Heath. 
Belok, Е. с ан 

Bennett, Ja нога: 
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McAully, J. K., Gosport. 

McHatte, А. Аут. 

Ма, R., London. 

Magentis, N. L, Newcastle upon Tyne. 
Maher, P., Dublin. 

Marks, A. 'К., London. 

Marnoch W. RB. Stirling. 


Mears, M. R., London. 

Merrett, Miss M. E., Teddington. 
Mesher, S. P., Romsey. 
Milverton, J. L., Twickenham. 
Minsky, A, London. 
Montgomery, А. R., London. 
Mula, M. S., London. 

Muldoon, B. W. T., Ardee. 
Murphy, H. J., Cheam. 

Murphy, J., Dundee. 


Nears, C. A., Ilford. 

Newberry, J. F., Dawlish. 
Nicholson, W. U., Leamington Spa. 
Nurney, N., Manchester. 

Nylander, Miss S. E. K., London. 


O eye, J. O., Leeds. 


. Olufowote, D. é., Leeds. 


O'Neill, J., Burton-on-Trent. 


Parker, C. R. G., Southwater. 
Parker, M. W., Bengeo. 

Parkin, N., Woodlands East. 
Patterson, J. W., Stockton-on-Tees. 
Pearson, E., Sunderland. 

Pearson, J. Ws London. 


Perfect, N , High Wycombe. 
и AN Wr, London. 
Powell, D A., Smethwick. 


Quigley, J., Sunderland. 
Quinn, E W., Jarrow. 


Ratcliff, R. S ‘London, 
Rawcliffe, ¢ G., "Blackpool. 
Rayner, J. B., Crawle 
Reay, J. G., North Shields. 
Richardson, А., Cheadle. 
Rickards, L: R, London. 
Robins, M., London. 
Ruston, D. A., Chatteris. 
Ryan, B. J., Bristol. 


509 candidates failed. 


FINAL EXAMINATION 


SECTION II 


{in alphabetical order) 
Bird, F. E., Hull. 
Bird, J. E., Wahn, 2nd TAF, B.A.O.R. 
Bishop, M. D., Sudbury. 


Bonnett, N. M., King’s Lyan. 
Boyle, F. Ro ton Lancs. 
Bradley, C , Stoke-on-Trent, 
Bristow, E. R m ' London. 


Brodrick, K. W., Croydon. 
Broomfield, P. D., London. 
Brooks, J. A., Crewe. 
Brown, C. J., Manchester. 
B9own, C. R., Manchester. 
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Salmon, D. D., Stanmore, 
Sansom, W. H., Maidenhead. 
Saunders, T. J. W., Bromley. 
Scott, В. J., Liverpool. 
Shone, K., Воп. 


Smith, R. L., North Harrow. 
Snape, G. W., Preston. 
Snowdon, L. J., Manchester. 
Souch, F. A., Wolvercote. 
Spicer, IL] E., ord 


tartin , Dartfor 

Stott, H., надева 
Stott, J. G., Paris. 
Sword, W. Е. Wroxham. 


Talbot, R., Birmingham, 

Tate, Е. W., Blackburn. 
Thomas, R. B., Whitchurch. 
Tucker, К. G. W., Bath. 
Tushingham, 5. K., Handbridge. 
Tyrrell, P. J., Gillingham. 


Viney, V. H., London. 


Waddington, K., Calverley. 
Walton, J. L. Stanmore. 
Warren, Ni É., Bristol. 

Watson, G. W., Guernsey. 
Waugh-Bacchus, G. J. F., London. 
Wells, F. W., Godmanchester. 
Wells, W. G., Richmond. 
Wendriner, Mrs J., London. 
Whitaker, A, Brighouse. 

White, T., Chelmsford. 
Whitehead, L ., Stoke-on-Trent, 
Whitwell, M , Bristol. 
Wilkinson, C. F., London. 
Williams, UN Liverpool. 


Williams, Е., Abbots Bromley. 
Williams, L. J., "Barnet. 
Williams, L. J., London. 


Williamson, J. M., Gourock. 
Williamson, R. cho South Shields. 
Wood, 1. с. С ch hear. 

oodgate righton. 
Woodward, B. n. London. 


Yates, J. A. W., London. 
Youlton, 'T., Guildford. 
Younghusband, D. J., High Wycombe. 


Zajac, L., London. 


Third Place: Wardle, W., Bury. 
Fourth Place: Skeggs, A. W., Rotherham. 


Brown, R. A., Kingston upon Thames. 
Bryant, A. A., Bristol. 

Buck, d Newcastle upon T 

Bull, F. A., Carshalton Bèec FR 


Cadman, R. J., Walsall. 

Carpenter, D., West Bromwich. 
Chapman, D., London. 

Charnock, O. J., Sale Moor, Cheshire. 
Charter, Miss E. V., London. 
Church, E. Harpenden, 

Cogan, 5. P, London. 


JOHN FOORD :& COMPANY 


| 56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Colbourne, У. R., Birmingham. . 
Collins, E. G., Prestwich, Manchester. 
Cowan, L. J. J., London. 

Crane, R. J., Histon, Cambs. 

Creek, H. P., London. 

Crocker, d E. J 5 London: 


PS . K, London. 

Dallen, N., Hayes. 

Di P Miss. Y. J., London. 
Dobson, 'T., London. 

Doherty, L. J., Blyth, Northumberland. 
Drummond, "D. M M., Whitchurch, 


Duce, K. R, Liverpool. 
Etchells, A., Gloucester. 


Farrant, S. Cg Epping. 
Feely, F. ФР 

Fewater, C. A., Ма ров, 
Fryer, E., Sutton Coldfield. 


Geldart, K., Pud » Yorks. 
Gilder 5 N., Lon 


СШ. Јо Y 
goldberg, L esie 
ondon. 


M. S., Bournemouth. 
Grant, BA A., London. 


iddlesex. 


"E, Nicosia, Cyprus. 
Guy, J., Pontefract, Yorks. 


Hadley, M J. R., Derby. 
Hare, R. South Croydon. 
Harper D. LN Marlborough; 
Harris, b Me J. 


London. 
Harvey, W. , Birmingham. 


Hasloch, J., Sie. 
A, Manchester. 


Humphreys, A. O., 
Поб, L. W., Luton. 


Liverpool. 


Jones, W. D., Penygraig, Rhondda. 
Jordan, J. B., South Shields. 


Kay, R. L., Crewe. 
Kenyon, A, Birmingham. 


Candidates 


Passed with Honours 


Passed 
Failed 


Total sat 
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Kirkham, P., Manchester. 
Knapp, D. А. G. S., Oxford. 


Ladham, A. H. F., London. 
Langdon, T. M., Newbury. 
Lanzer, P. F., London. 
Lawrence, R. H., Hornchurch. 


Lewis, C. B., London, - 

Lloyd, D. J., Urmston, Manchester. 
Longman, S. M., London. 

Low, W. (Jnr.), Dundee. 

Lucas, B., London. 


. Ludlow, B. M., St Mary Cray. 


McMahon, H. G. M., London. 
McQueen, D. C., Darlington. 
Mackay, J. M., London. 

Mackay, P. D., Ilford. 

Mady, D. G., Southend-on-Sea. 
Mallet, G. I., Caterham. 

Manclark M., London. 

Mansell, L. E, Bromley. 

Marland, У., Portsmouth, 

., Radcliffe, nr. Manchester. . 


Matthewa, G. P., London. 
Miles, K. B., Bristol. 
Milne, A. R., Dundee. 
Munton, R. Е., London. , 
Murphy, N N. 6. Ware. 


Nichols, D., Norwich. 
Northern, F. L., Great Yarmouth. 


O'Carroll, L. J. P., Rathfarnham. 
O'Neill, W. V., Cork. 


Papadopoulos, Z. N., London. 
Pegler, D. M., Fleetwood. 
Perkins, A., Sheffield. 


Powell- "Smith, D. E., Beckenham. 
Pratt, R. W., "London. 
Price, A. G. T., Wolverhampton. 


Race, W., East Boldon. 

Read, G. А., Edgware. 

Redford, Es "Bilston. 

Rees, H., p Cadoxton, Neath. 

Rees, J. H , London. : 
Richards, Miss D. M., Bournemouth. 
Robbins, G. E., Rochdale. 
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Robertson, A. L., Glasgow. 
Ronan, M. Co, Dublin. 
Rosenthal, J. C., Leicester: 
Ryan, Н, J., Newport. 


Sallery, G. R., Ilford. 

Scragg, H. E., Romford. 
Seares, H. J., Dar-es-Salam. 
Shaw, R. D., London. 
Sheldon, J. C., London. 
Shenton, M., London. 
Simmonds, J. R, Romford. 
Sinclair, M. M., London. 
Stanberry, А. W. G., re 


Stearn, D. V., Fi las, Co . Dublin. 
Stew, K. W., "London. 
Stinton, F R. 5, D., Rotherham. 


Stocks, G Greenfield, Lancs. 
Stocks, J. 'b. , Worksop. 
Street, D. Ј., ” Stevenage. 
Summers, R. À., Long Eaton. 
Swift, C. A. H. S., Nairobi. 


Talbot, C. C., St Albans. 
Taylor, B., Sutton-in-Ashfield. 
Taylor, RI H., Leeds. 

Taylor, S. K. В. Brighton. 
Thompson, C., Cottingham. 
Thompson, C. 'R., Plymouth. 
Thomas, L., London. 

"Tindale, R, Hull, 

Todd, BD Wolverhampton. 
Todd, Н , Warrington. • 
"Todd, W.N , Leeda. 

Totney, Fae: E., Old Hill, Staffs, 
Tucker, 5. J., ' Alphington, пг. Exeter. 


Varcoe, M. G., Boston. 
Vaughan, R. D., London. 


Wait, G. W., Rushden. 


Ward, W. N., 
Warner, D. G., 
Warran, T. W. G., Welling. 
Watkins, D. S., Dundry, nr. Bristol. 
Wells, D. E? Heston. 

Д E. J., 'Twickenham. 


Willocks, K. A., Birmingham. 
Wilson, H. M., ‘Edinburgh. 
Withey, A. R., Brooke, Norfolk. 
Womwell, K., Letchworth. 
Woodhead, R. S., 
Worsnop, J. M., Blackpool. 
Wright, P. R., Herne Bay. 


Summary of Results 











rm Fini 

Pre- Inter- Section Section 
liminary mediate I II Total 
4 4 5 4 17 
46 189 216 193 644. 
61 454 509 224 1,248 
III 647 739 421 1,909 
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FACING FACTS 


ORE confusion probably arises over the single word 
| Y / | ‘profit’ than over any other in the whole vocabulary of 
business. In the early accounting stages of its evolution, 
that is, when the balance of the manufacturing or trading account 
is struck, the controversy is confined in the main to the costing 
experts. The points at issue are technical and the. language in 
which they are discussed is known to all taking part. It is when 
the net trading profit before taxation is ascertained and published 
that the argument becomes widespread and confusion becomes 
worse confounded. The definition of profit varies with each shade 
of political opinion and even accountants and economists, whose 
viewpoints are nothing if not purely objective, hold widely 
differing concepts as to its composition. 

In an attempt to establish some sort of basis on which wages 
and dividends: could be equitably equated, the CHANCELLOR ОР 
THE EXCHEQUER mentioned at a Press conference last week on the 
domestic economic situation what he called ‘four hard flat facts’ 
about profits. These, he said, had to do not with politics but with 
plain arithmetic. The first was that profits are not synonymous with 
dividends. Only one-fifth of net trading profits are paid away 
in the form of preference and ordinary dividends. The second 
fact, which needs no elaboration, was that about one-quarter of 
trading profits-were paid away to the Exchequer in taxation. The 
third was that about 15 per cent of profits earned is needed to 
keep factories and plant in good repair and up to date. The fourth 
and last fact was that undistributed profits were the largest 
source of finance for new industrial investment and that, since 
1948, half the real addition to our capital wealth had been derived 
from company savings. This condition is generally regarded as 
inevitable in an expanding economy where the standard of living 
continues to increase. 1 

In the heat of doctrinal discussion, these essential truths about 
the economics of enterprise are apt to be distorted or even lost 
sight of altogether. It is of prime importance, therefore, that 
in political arguments, on the outcome of which the industrial 
well-being of the whole country may be at stake, both sides should 
start off from incontrovertibly sound premises. In this connection, 
the accountant, whether in practice or in industry, has a contribu- 
tion of special significance to make. He must exert the full weight 
of his influence end authority to ensure that company financial 
information pregeated to shareholders, to management, to labour, 
to poljticians and to the general public contains adequate facts 
about the disposition of profits, such as those the CHANCELLOR 


has given, the import of which it Would be folly to ignore. 
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AGREEMENTS TO ENTER INTO AGREEMENTS 


WHETHER CONTRACTS IN LAW 
by T. J. SOPHIAN 


NE often hears the phrase in legal 
circles that one cannot agree to enter 
into an agreement, and that such an 
agreement is merely a gentleman's agreement 
and has no force in law. Recently, moreover, a 
judicial pronouncement to that effect was made 
in a tax case, Hart v. Sangster (The Times, July 
4th, 1956), which dealt with the tax position of 
interest payable in respect of moneys credited 
from time to time in a deposit account with a bank. 
But there are exceptions to this rule, as some 
of the commercial decisions indicate. It is of 
interest, therefore, to examine the nature of this 
principle and the circumstances in which the 
Courts may depart from it. 


| General Principle 

It is a general, and indeed fundamental, principle 
of the law of contract, that a contract cannot be 
constituted unless the parties are ad idem on all 
material points. Lack of agreement on any such 
matter will prevent the contract from being con- 
cluded and legally constituted. 

The Chancery Courts apparently set their face 


against any departure from the stringency of this - 


rule, and actions for specific performance have 
repeatedly failed because the parties had not yet 
reached agreemént on even some minor points. 
Thus in the case of an agreement for a lease, the 
parties must be in agreement not only with regard 
to the subject-matter, the rent, the commence- 
ment and the duration of the tenancy, but also 
with regard to all the covenants. Even if the 
parties had agreed on all other points, there would 
be no binding agreement if, for instance, the 
question as to insurance of the property had been 
raised but not yet determined. 


‘Subject to Contract’ 
What perhaps is a clear instance of a contract, 
which yet is not a binding contract, is an agree- 
ment in relation to land, which is made ‘subject to 
contract’. The parties may have agreed every 
single term and left no matter outstanding, and 
the agreement may have been not only drawn up 
but also executed by each party, yet no contract 
would be concluded until the agreements had 
been exchanged. Time and again one meets with 
cases where the penultimate step, as described 


above, has been reached and one of the parties 
happens to change his mind and to forbid the 
delivery of the document he has duly executed 
and signed. In such circumstances, the contract 
or agreement being ‘subject to contract’, no 
contract at all is constituted. 


Distinction between Chancery and 
Common Law 

Although since the fusion of equity and common 
law the same principles are to be applied in all 
Courts, yet it is a matter of comment that the 
common law Courts appear to have made some 
breaches in the general rule that an agreement 
to enter into an agreement cannot Constitute a 
contract. There are decisions, of course, on either 
side of the line, and some of them are decisions 
of the House of Lords. 

May and Butcher v. The King ([1934] 2 К.В. 17) - 
is an instance of a case in which it was held by 
the House of Lords that no contract had been 
constituted. There, a firm of general contractors 
agreed with a Government department for the 
purchase of the whole of the tentage which might 
become available in the United Kingdom for 
disposal as surplus up to March 31st, 1923. The 
agreement was contained in letters dated March 
31st, 1921, and January 7th, 1922. The earlier 
letters stated that the price or prices to be paid, 
and the date or dates of payment, were to be 
agreed upon from time to time as the quantities 
of old tentage became available for disposal and 
were offered to the purchasers. Furthermore, 
delivery was to be taken by the purchasers in 
such period or periods as might be agreed upon 
when such quantities of old tentage were offered 
to them. All disputes with reference to or arising 
out of the agreement were to be submitted te 
arbitration. The second letter confirmed the sale 
of the tentage which might become available up 
to March 31st, 1923, and varied the earlier terms 
in certain respects. 

Some time fater, the purchasers’ proposals for 
further purchases were not acceptable to the 
department, who stated that they no longer 
considered themselves bound by the agreement. 
_Rowlatg, J., in the Court of first instance, held 
“that there was no contract, since the price, date 
of payment, and period of delivery had still to be 
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agreed. 'The House of Lords affirmed his view. 
In his judgment, Lord Buckmaster said: 

‘It has long been a well recognized principle of. 
contract law that an agreement... to enter into 
an agreement in which some critical part of the 
contract matter is left undetermined is no contract 
at all. ЈЕ is of course perfectly possible for two 
people to contract that they will sign a document 
which contains all the relevant terms, but it is not 
open to them to agree that they will in the future 
agree upon a matter which is vital to the arrange- 
ment between them and has not yet been deter- 
mined." 

The argument of the purchasers in the above 
case —that the price was to be one which was 
reasonable or one which was determinable by 
arbitration — accordingly was not accepted. ЈЕ is 
true, of course, that according to certain sections 
of the Sale of Goods Act, the price, if it is not 
mentioned and settled in the contract, is to be 
reasonable. But the Sale of Goods Act is con- 
templating the case where the contract is silent 
on the point of price; whereas in the case under 
consideration, the contract was not silent on the 
point, for it stated that the price was such as the 
parties might agree from time to time. The Sale 
of Goods Act accordingly could not be invoked 
to spell out a price. 

And if there was no binding contract, then the 
arbitration. clause, which was part and parcel 
of that so-called contract, could not equally stand. 
It would fail with the rest of the ‘contract’. 


Forward Contracts 


In contrast with this case, one may refer to Hillas 
& Co v. Arcos (147 L.T. 503). In this case Hillas 
& Co agreed to take in one year 22,000 standards 
of Russian timber, with an option to take in the 
following year 100,000 standards. There were no 
particulars, however, as to such matters as the 
kind or length of timber, the terms of shipment, 
and the like. The Court of Appeal considering 
that the House of Lords decision in May and 
Butcher v. The King was to the effect that there 
could be no agreement where a detail had yet to 
be agreed, held that there was no contract in 
respect of the option. Тће House of Lords, 
however, reversed the decision of the Court of 
Appeal, commenting on the fgct that their 
decision in May and Butcher v. The King had 
been misunderstood. 

Thus Lord Wright (at page 517) after referring 
to the rule summed up in Loftus v. E 
08 'T.L.R. 532) as being that 

‘promissory expressions reserving an mo as to 
the performance do not create a contrac 
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continued as follows: 


"Ihe Court of Appeal were not justified in 
thinking that this House intended to lay down 
universal principles of construction or to negative 
the rule that it must be in each case a question of 
the true construction of the particular instrument. 

. In my judgment the parties here did intend to 
enter, and did enter, into a complete and binding 
agreement, not dependent on any future agree- 
ment for its validity. But in any event the cases 
cited by the Court of Appeal (such as May and 
Butcher v. The King) do not, in my judgment, 
apply here, because this contract contains no 
such terms as were considered in those cases; it is 
not stipulated in the contract now in question that 
such matters as prices or times or quantities were 
to be agreed. I should certainly share the regret of 
the Lords Justices if I were compelled to think 
such important forward contracts as the present 
could have no legal effect and were merely “реп е- 
men's agreements” as honourable obligations.’ 


And in earlier parts of the judgment stress was 
laid on the fact that business men often record 
the most important agreements in crude and 
summary fashion; modes of expression sufficient 
and clear to them in the course of their business 
may appear to those unfamiliar with the business 
far from complete or precise. It was the duty of 
the Court in such cases to construe the documents 
fairly and broadly, without being too astute or 
subtle in finding defects and the Court should 
seek to apply the old maxim of construction 
verba ita sunt intelligenda, ut res magis valeat 
quam pereat. 

Foley v. Classique Ltd ([1934] 2 K.B. 1) is 
another instance of an apparently vague contract 
being held to be good in law. 

There the agreement was for the sale of a piece 
of land, adjoining other land belonging to the 
plaintiff which the defendants intended to use for 
their business as coach proprietors. ‘The sale was 
subject to a supplemental agreement by the 
defendants to purchase from the plaintiff all the 
petrol required for their said business 'at a price 
to be agreed by the parties in writing from time 
to time', and the defendants under the supple- 
mental agreements were not to purchase petrol 
from any other person so long as the plaintiff was 
able to supply them with quantities sufficient to 
satisfy their daily requirements. Апу dispute or 
difference was to be submitted to arbitration. 

The land was duly conveyed, and the defend- 
ahts for the first three years duly obtained their 
petrol from the plaintiff. Difficulty subse- 


. quently arose and the defendants purported to 


repudiate the agreement relating to the supply 
of petrol, alleging*that it had no force, because, 
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inter alia, no written agreement as to prices had 
been made. Тће Court of Appeal held that a 
. term was to be implied that the petrol to be 
supplied should be of reasonable quality and sold 
at a reasonable price, and that any dispute on 
these matters was determinable by arbitration. 


Implication of Essential Terms 


The Court applied the well-known principle laid 
down in The Moorcock ((1889) 14 P.D. 64). In 
that case, the defendants, who were wharfingers, 
had agreed, in consideration of the payment of 
certain charges, to allow the plaintiff, who was 
a shipowner, to discharge his vessel at their jetty. 
This jetty extended into the River Thames, 
where the vessel would of necessity have grounded 
at low water. The bed of the river was vested in 


the Thames Conservancy, and the defendants. 


exercised no control over it. | 
The defendants had taken no steps to ascertain 
whether or not it was a safe place on which a 
vessel could lie. The vessel on grounding sus- 
tained e from the uneven condition of the 
bed. The Court of Appeal held that the defendants 
were liable, since in the circumstances, the 
plaintiff could not have the use of their premises 
without the vessel grounding, and the defendants 
therefore were to be deemed to have impliedly 
represented to the plaintiff that they had taken 
reasonable care to ascertain that the bottom of the 
river adjoining the jetty was in such a condition 
as not to cause injury to the vessel. 
In his judgment in that case, Bowen, L.J., 
said (ibid. at page 68): 
"The implication which the law draws from what 
must obviously have been the intention of the 
` parties, the law draws with the object of giving 
efficacy to the transaction and preventing such a 
failure of consideration as cannot have been within 
the contemplation of either side... In business 
transactions such as this, what the law desires to 
. effect by the implication is to give such business 
efficacy to the transaction as must have been in the 
contemplation of the parties.’ 


The Court moreover referred to the admonition ^ 


which the House of Lords had given in Hillas 
& Co v. Arcos in relation to the interpretation of 
their earlier decision in May and Butcher v. The 
King. Scrutton, L.J., in his judgment (1934, 
2 K.B. at page ro) in dealing with this matter said: 
‘The House took this line [in Hillas & Co y. 
Arcos); it is quite true that there seems to be con- 
siderable vagueness about the agreement but the 
parties contrived to get through it on the contract 
for 22,000 standards, and so the House thought 
that there was an agreement авејо the option which 


THE ACCOUNTANT 


Séptember 8th, 1956 


the parties would be able to get through also 
despite the absence of details’; 


‘and later he added, 


‘In Hillas & Ce v. Arcos, the House of Lords 
said that they had not laid down universal principles 
of construction in May and Butcher v. The King, 
and that each case must be decided on the con- 
struction of the particular document, while in 
Hillas & Co v. Arcos, they found that the parties 
believed they had a contract... in the present 
case, the parties obviously believed they had a 
contract, and they acted for three years as if they 
had; they had an arbitration clause which related 
to the subject-matter of the agreement as to the 
supply of petrol, and it seems to me that this 
arbitration clause applies to any failure to agree 
as to the price. By analogy to the case of a tied 
house (see Courage & Со v. Carpenter [1910] 
1 Ch. 262) there is to be implied in this contract 

~ aterm that the petrol shall be supplied at a reason- 
able price and shall be of reasonable quality.’ 


Reference again may be made to the later 
decision of the House of Lords in Scammell & 
Nephew Ltd v. Ouston ([1941] А.С. 251), in which 
case the House held that no contract was con- 


“stituted. In this case the respondent had agreed 


to purchase a motor van, the order being given 
'on the understanding that the balance of the 
purchase price can be had on hire-purchase terms 
over a period of two years’. 

It was held that the clause as to hire-purchase 

terms was so vague that no precise meaning 

could be attributed to it and that no contract was 


· constituted. 


The basis of the decision was put by Lord 
Wright as being that the parties never in intention 
nor even in appearance reached an agreement, 
which was inchoate and never got beyond the 
stage of negotiations. 


Conclusion 
Perhaps the principle underlying these cases 


"may be aptly summarized in the words of Lord 


Dunedin in May and Butcher v. The King: 

"To bea good contract there must be a concluded 
bargain and e concluded contract is one which 
settles everything that is necessary to be settled 
between the parties. Of course, it may leave 
something which has still to be determined but 
then that determination must be a determination 
which does "not depend upon the agreement 
bettveen the parties.’ 


One may add that where one finds lacunae in the 


„agreement, those lacunae generally must be 


such as,can be filled by reference to the previous 
“dealings between the parties or to the accepted 
normal business practice in the trade. 
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HIS AND HERS- III 


Joint Property in the Eyes of the Law and the Inland Revenue 
by a Barrister-at-Law 


This is the third of a series of three articles on joint ownership, with special reference 

to the partnership of husband and wife. The first outlined the general legal position, 

the second dealt with specific problems and difficulties arising from the law of 

death duties and the practice of the Inland Revenue. This third article is concerned 
with investments in real property, particularly the matrimonial home. 


HERE is in theory little reason why the 

rights and liabilities of joint owners of 

real property should need separate treat- 
ment from the rights and liabilities of the joint 
owners of stocks and shares, or other investments 
in personal property. 

The law on both types of property is practically 
the same: all the joint owners are regarded as 
possessing proportionate shares in the whole of 
the property in their joint names: if there are two 
owners each is the absolute owner of a half share 
in the whole property and neither owner is 
entitled to exclude the other from the whole, or 
even a half, of the property unless it has, by 
agreement or on.the request of one of the joint 
owners, been divided into parts. 


If one joint owner dies, the legal ownership of | 


the property passes. by right to the survivor or 
survivors, who may deal with the property 
towards the outside world as absolute owners. 
If the beneficial ownership of the property has 
been divided, the survivors hold the share in 
trust for the personal representative of the 
deceased, in continuation of the trust upon which 
all the joint owners held the property for them- 
selves in divided shares during. the continuance 
of their joint lives. 

"When it comes to a consideration of the 
position between a husband and wife for 
death duties, however, there are factors which 
tend to obscure the similarities, and make it 
necessary to afford separate treatment to invest- 
ments in real property. The first factor is that 


the most frequent form of real property invest- · 


ment held jointly by a husband and wife is 
undoubtedly the home in which they live. Since, 
in most cases, both husband and Wife live i in the 
joint property, the consideration of who actually 
enjoyed the property, which counts for so much 


in the eyes of the Revenue in determining who . 
was the owner of personal property, has little. 


importance in the determination of the ownership 
of the matrimonial home. 


The Right of Occupation 

In recent years the Courts have tended to 
regard the right to live in a home almost as a 
piece of property separate from the land and 
building: a wife who was deserted by her husband 
was recently offered Court protection in the 
home of which he was the-tenant, even after he 
had expressly surrendered the tenancy to the 
landlord. Of course, protected tenancies are a 
sign of exceptional times, for which exceptional 
law has been developed, but the protection of a 
deserted wife in the matrimonial home has by 
no means been confined to the possession of rent- 
restricted premises, either in practice or in 
principle, and the right to possession of a home 
is almost as often the subject of a bitter dispute 
between estranged spouses as the ownership. 

When real property other than the matri- 
monial home is owned jointly by a husband and 


. wife, the problem of determining the real (or 


beneficial), as opposed to the nominal, ownership 
is not so difficult. The Revenue make no distinc- 
tion, however, between the home and other real 
property investments. 

It was observed in the first article of this 
series that the Revenue tend to ignore the normal 
rules of law when assessing death duties, and 
apply presumptions of their own: in assessing 
duty on personal property, the Revenue start 
with the assumption that property in the joint 
names of the husband and wife in fact belongs - 
absolutely to the husband, at least for a life 
interest, unless given proof that the income was 
genuinely shared as of right between the two 
joint owners during the joint ownership. 


The Family Gift 
This presumption is, in the case of joint ownership 
Ву a husband and wife, contrary to the normal rules 
oftlaw. It is true that if a man buys property with 
his own money and places it in thenames of himself 
and another person jointly, there is a legal pre- 
sumption, in the absence of evidence to the con- 
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trary, that the joint owners hold the property on 
trust for the one who provided the purchase money. 
In the case of husband and wife, however, just as 
for father and child, the law presumes that the 
husband intended to make a gift of a half interestin 


the property to the wife at the time of purchase. In | 


any dispute on ownership this presumption will 
apply unless the intentions of the purchaser are 
known to have been different. 

The Revenue thus follow the law, and regard 
joint legal ownership of real property by husband 
and wife as representing a genuine sharing of the 
beneficial interest, in the absence, of course, of 


evidence to the contrary. In this context, it may. 


be mentioned in passing, real property includes 
leaseholds, although in law leaseholds are, for 
many purposes, ranked with personal property. 

In the ordinary way, therefore, if a husband 
has purchased a house, whether or not the matri- 
monial home, in the names of himself and his 
wife jointly, the Revenue regard the property as 
shared equally between the two, and will assess 
the estate of either husband or wife, on a first 
death, with half the value of the property. 

In the rather less common case of a wife’s 
purchasing property with her own money in the 
joint names of herself and her husband, there is 

. no presumption that the wife intended to make a 
gift of the half interest in the property, and the 
normal presumption of law applies, so that she 
is regarded as the beneficial owner of the whole. 
On her earlier death, therefore, death duty is 
levied on the whole value of the property, whilst 
if the husband dies first no claim i is made against 
his estate. 


. The Five-year Rule 
It will not be forgotten that, just as with personal 


property, there is a five-year rule, so that if the. 


husband dies within five years of purchasing real 
property in the joint names of himself and his wife, 
death duty is claimed on the whole value of the 
property. Тће charge is on half the value as being 
the husband's property and half as being a gift to 
the wife within the five-year period. 

It is unfortunate that, as a logical extension of 
the five-year rule, any payments in respect of a 
mortgage which are made within five years of 
death must necessarily be regarded as gifts within 
the period, so that the gift of a house which is 
purchased subject to a mortgage will result i in a 


contingent liability to death duty for the whole. 


term of the mortgage and for five years after? 


wards. If the purchase is made on long mortgage . 


in the joint names, therefore, „ог in the пате of 
the wife alone, from money supplied by the 
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husband, there.is bound to be some duty to pay 
if.either dies within something like twenty-five 
years of the gift, whilst if the husband makes a 
purchase in his own name and leaves it to his 
wife in his will, there is no contingent liability 
from the possibility that the wife will die first. 

'To carry this example further, if the property 
is in the joint names of the husband and wife 
the liability of duty will be increased by the 
(otherwise preferable) method ef paying off a 
mortgage by means of an insurance policy, for 
on the death of the husband his estate is charged 
with both a half value of the property without 
deduction for the mortgage, and also a half of 
of the outstanding value of the mortgage. ` 


Ап Important Distinction 
There is thus a contrast between the rules 
governing the liability to duty of personal and of 
real estate. Duty on personal estate depends in 
many cases upon the origin of thé funds, so 
that no great mischief is effected, nor any saving 


, achieved, by the mere placing of property in the 


names of either or both husband and wife when 
he or she has made no contribution to the 
purchase price. Purchases of real estate, on the 
other hand, can attract considerable extra duty 
if imprudent arrangements are made by way of 
gift in ignorance of the attitude of the Revenue. 
А purchase of personal property is presumed 
not to be a gift, whilst a purchase of land by the 


- husband is presumed to be intended for the wife 


if it is made in her sole name, or to be a gift of 
half if placed in her name jointly with the 
husband's. There is thus an additional contingent 
liability which results almost entirely from the 
operation of the five-year rule. Duty may be 
levied upon the husband's estate as well as upon 
the wife's notwithstanding that the wife becomes 
sole absolute owner in law either at or before the 
husband's death. 

If the assumptions which the Revenue normally 
make on the purpose of a purchase are not in 
accordance with the true intentions of the parties, 
some evidence should be available to show the 
true nature of the transaction, and if there is an 
intention to make a gift of property, care should 
be taken that the gift takes place in fact as well 

ip name. Above all, some careful thought 
should be given to the consequences of any 
transaction between husband and wife which is 
either designed to alter the incidence of death 
duties,.or which may have ‘that effect. A change 
will, as often as not, merely make things worse. 


(Concluded.) 
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COST INFORMATION FOR SMALL COMPANIES 


by J. L. HILTON, F.C.W.A., A.M.LI.A. 


discussion is almost, ipso facto, evidence of an 

assumption that the size of the firm conditions 
the nature of cost information and controls. I think 
also that we are entitled to infer that the variable factor 
will be the amount of detail and complexity in the 
reports. Before moving on to a consideration of 
ways and means of achieving 
simple but effective cost infor- 
mation, it is worth considering 
whether, in fact, very detailed 
data is necessary in any kind of 
firm for the achievement of effec- 
tive control 


"Te such a subject has been chosen for 


Detailed Data Seldom 
Needed for Effective Control 


The contention that broad 
measures of performance are 
adequate for small companies is 
usually based on a belief that 
management is in closer contact 
with the day-to-day detail 
of operations than is possible in 
large concerns. Whether recog- 
nized or not, such a belief must 
carry with it an underlying 
principle that no executive who 
is in direct contact with a par- 
ticular sphere of operations 
needs to be given detailed cost 
data because he can ‘see for him- 
self’. 

Now apply such a principle in 
a large company, and what do we get? A machine shop 
superintendent, for example, is thereby not in need of 
detailed reports relating to efficiencies and achieve- 
ment because he can ‘see for himself’. Who does 
need detail then? Is it conceivable that the divisional 
manager, to whom the shop superintendent reports, 
can require more detail concerning shop operations 
than the superintendent himself? 


Complex Reports sometimes Associated with 
Unsound Organizational Relationships 
Well-founded organizational principles relating to 
the assignment of responsibility and the delegation 
of authority suggests that the divisional manager 
should hold the shop superintendent tesponsible for 
results and leave to him the day-to-day directich of 
ways and means. To illustrate my point, consider 
the kind of inefficiencies that can lose money in 
any general machine shop. To quote just a few, 

———————— 
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there can be: 
(a) power failure; 
(6) compressed air failure; 
(c) machine break-down; 
(d) break-down of jigs and fixtures; 
(e) tool breakage; 
(f) tool shortage; (g) scrap – which may be due 
to: 
worn jigs and fixtures; 
faulty tool setting; 
faulty material; 
tool wear; 
(h) poor operator effort; 
(i) absence of operator; 
(j) waiting for: 
setter; 
tool sharpening and -re- 
grinding; 
material; 
completion of earlier opera- 
tion; 
inspection. 
And that, I repeat, is just 
a sample. Clearly it would be a 
most costly business to record, 
analyse and report all these 
things in terms of money conse- 
quences – or even statistically for 
that matter. The benefits to the 
shop superintendent are un- 
likely to be commensurate with 
the cost of costing. And if 
he can rely in the main on his 
observation of events, what case 
can be made out for asking the divisional mana- 
ger- who, perhaps, controls half a dozen shops, 
and production engineering and control departments 
as well — to study and act on detailed information? 
Generalizing, as I must, a manager in a large 
concern, with wide responsibilities of the nature 
indicated, can normally satisfactorily discharge his 
responsibility in respect of production by examining 
the achievement of each shop against a programme, 
with figures revealing total gains and losses against 
planned operation, product or service costs. 
Frequently the presence of highly complex cost 
and statistical reports can be an indication of un- 
sound organizational relationships, and result in 
senior management ‘breathing down the necks’ of 
executives. À departmental manager seldom needs 
elaborate detail concerning his shop or office, and 
a senior manager should not have it. 

*]t is my personal belief, for what it is worth, that 
to some extent we are prone to underestimate the 
ability of managers to interpret or seek out the 
detailed significance f broad figures. 
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Differences Exist between Attitude of Owner- 
Managers and Departmental Executives 


There is an important point of difference, however, 
between the managing director of a small firm and a 
departmental executive in a large firm — whose 
responsibilities are broadly of equal weight – which 
must have a bearing on the form of the information 
to be submitted to them. The managing director 
almost certainly has a proprietary interest in his firm; 
the departmental executive draws a salary and at 
best a small share of company profits. The former 
does not normally need the prompting of routine 
cost and statistical reports to seek out wastages, 
inefficiencies and overspending, though it can be 
argued that his confidence in being able to spot the 
true weakness without the aid of such reports is 
often misplaced. 

Conversely, departmental executives may lack 
the keen perception that accompanies control of 
one's own money. Though not part of our subject 
for today, a major need of modern large-scale 
industry is the formulation of methods which give 
salaried employees a genuine sense of participation 
and of responsibility for economic consequences. 

In respect of overspending, the owner-manager 
is often in much closer contact with disbursements. 
He may even sign all cheques himself. In such 
circumstances, whatever information he may lack, 
he can scarcely fail to observe where the money is 
being spent. 

If the owner-manager lacks anything it is the 
benefit of systematic training in modern management 
techniques – an advantage frequently enjoyed these 
days by executives in medium- and large-sized 
companies, and which enables them to use cost 
reports to greater advantage. 


'The Economics of Preparation Fundamental to 
the Needs of Simplified Methods 


'There is one aspect of the problem of preparing 
and presenting cost information which finally 
persuades me that it may be necessary to adopt even 
greater simplification in small firms than is appropriate 
to larger concerns. There can be little doubt that 
there are significant benefits in size when it comes to 
routine preparation of data. For example, the cost of 
costing for an output of 100 tons of a mass product 
may well be very little less than the cost of costing 
1,000 tons of the same product. The operations are 
the same and the scope of the information is un- 
varied – the only difference is the size of it. 

Additionally, the large firm has, for the moment 
at any rate, the advantage of being able to achieve 
economy of preparation through mechanization and 
mass processing of data generally. 

For these reasons it is worth seeking, and óften 
absolutely necessary to seek, means of pruning data 
down to the absolute minimum in the small firm. 
The aim will be to find a фајапсе between full 
information and inexpensive cost of preparation so 
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as to strike the optimum point of effectiveness. Are 
there any acceptable short cuts and broad controls? 
Let us see what are available. 


Ad hoc Reporting may Avoid Costly Routines 


There are what may be called the ‘partial’ methods – 
ad hoc reporting, partial analysis, and partial record- 
ing. The first of these involves the routine recording 
of all basic information concerning operation times, 
material usages, etc., but routine reports give broad 
controls only. For example, in a bulk food processing 
industry the weekly cost report might give material, 
wages, and overhead cost per ton produced. Behind 
these figures could be variations of: 

(a) material price; 

(b) material usage; 

(c) material mix; 

(d) wage rate; 

(e) operation times for, say, mixing, cooking, 

drying, grinding, packing; 
(f) volume; 
(g) overspending on expense items • 


and probably many others. If all usages, times and 
expenditures are properly recorded, then management 
can ask for ad hoc information to be produced when 
the broad cost figures, company profits, or a ‘hunch’ 
suggest that something significant lurks below the 
surface. 

In deciding just how broad the reports can be, 
it is important to recognize what is likely to be 
apparent to the manager and what will remain 
hidden if not revealed as a matter of routine. That 
the man on the drying oven is lazy and inefficient 
should be reasonably obvious to management. 
Perhaps not quite so obvious would be the fact 
that the rising actual overhead rate is due partly to 
lack of work on line X which absorbs a larger share 
of overheads than is apparent from its tonnage, and 
partly to excesses in the use of process steam and gas. 

Frankly, I feel that coarse overhead rates, e.g. 


SS brut are perhaps the most dangerous 


of broad controls. ' The employment of a predeter- 
mined rate, coupled with the reporting of over- or 
under-recoveries is almost universally appropriate. 
Simple budgeting of expense items is valuable also, 
but more of this later. 

Another form of ad hoc reporting is where manage- 
ment nominates certain jobs as requiring watching. 
In many small firms, routine costing can be con- 
fined to basic cost centre controls on activity and 
efficiency. If,ehowever, a job is undertaken which 
might prove difficult, it is nominated as a 'costed' 
job and all bookings quoting that job number are 
posted to a job cost record. In a more advanced form, 
it might be only non-standard bookings which are 
recorded, thus giving a form of cost variation. 

The ‘ad hoc’ technique puts a high premium on 
direct managerial control, but avoids the cost of 
analysing and reporting data on a great many routine 
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tasks which may safely be ignored ninety-nine 
times out of a hundred. 


‘Partial’ Analysis or Recording has Dangers 


The second of the ‘partial’ methods involves a 
routine partial analysis of full recorded data. This 
differs little from what is implicit in the ad hoc 
approach, but does suggest a semi-permanent 
differentiation between what shall be analysed and 
what shall not. The manager may decide that he 
wants to see detailed routine reports of machining 
costs, but is not interested in an analysis of trimming, 
finishing and packing bookings. 

Partial recording carries the approach a stage 
further and suggests that prime recording can be 
abandoned for certain activities or product lines, 
since reasonable efficiency and economy are assured. 
I can only envisage such a practice being appropriate 
where the relevant products and processes have 
remained unchanged for many years and profitability 
can be assessed from short-term profit and loss 
accounts. Тће method seems highly dangerous, 
however, unless backed by periodical test costs. A 
trend of rising prices, changing material qualities, 
declining efficiency or activity, can easily result in a 


large but unseen white elephant waxing fat on ` 


factory foliage. 


Standard Costing Effective if Simple 


In many small firms the provision of sound basic 
data, through which significant matters г 
further investigation can be detected, can best be 
found in a simple system of standard costing. 
Text-books invariably tell us that standard 
costing is in itself simple and inexpensive to operate. 
My experience has been that the reverse is often the 
case ~ perhaps for the reasons I gave in earlier para- 
graphs. Standard costing routines and reports in 
many firms become over-complex and endeavour 
to show up a mass of control statistics, all reported 
in full detail to a wide range of management. This is 
not a criticism of standard costing, but rather of 


‘figure-happy’ accountants and undiscriininating- 


managers. 

In the smaller firm it is essential to get back to 
the basic simplicity of standard costing and prepare 
an absolute minimum of routine control figures, 
reporting only significant variances to management. 

One other canard to kill is the belief that standard 
costing is appropriate only to long runs and repetition 
work. It can be applied anywhere that standards of 
performance exist. 


e 
A Typical Simplified Standard Cost System 
This gives us an opportunity to consider a practical 
case. А  metal-working firm with, say, 50–100 
employees makes nop-ferrous castings on a batch 
basis for a wide variety of customers who formally 
provide their own drawings. Historical costs are 
compiled progressively for each order, batch costing 
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being impossible due to a tendency for batch identity 
to be lost by merging or splitting as the parts move 
from operation to operation. (Thus, at any one 
moment many more of a casting may have cleared 
one operation than another. Ап order may take 
many weeks to complete and the costing system 
frequently reveals significant losses only when they 
are -unfortunate history. Moreover, the use of а 
single overhead rate results in unprofitable orders 
being unwittingly carried. 

At first glance the variety of work does not 
indicate a fruitful field for a change to standard 
costing. But suppose that as a basis for each quotation 
it is normal practice to prepare a technical estimate 
giving: 

(a) tool-making time; 

(b) metal requirements and current market price 

of metal; 

(c) casting time and casting machine to be em- 

ployed; 

d) ancillary machining operations; 

(а finishing processes; 

(f) labour costs of above operations by application 

' of anticipated actual time and piece rates; 
(5) overheads as a percentage on labour. 
learly, then, the conipany is selling on the basis 
of recognized standards of performance. The 
technically estimated ‘times give the basis for time 
standards — an essential element of standard costing. 

The obvious simple and inexpensive control 
method is probably to measure labour efficiency 

time allowed 

time worked 
operational groups. If, however, management feels 
that its primary need is to be told which jobs are 
‘going wrong’ — whilst they are going wrong ~ then 
a different approach to simplicity is required. 

Taking the suggestion made earlier, this may be an 
occasion for nominating, on acceptance, jobs which 
require individual costing, relying on operational 
group data for routine control. But I would like to 
go further and show how, by abandoning some of the 


, Wage rate variances and activity by 


‘cherished practices of our profession, a very simple 


yet effective answer can be offered which gives 
management the information it wants. 

Firstly, wide differences between the capital cost 
of facilities utilized in the manufacture of one job 
and another, indicate that the ‘percentage on labour’ 


'overhead rate should be abandoned in favour of a 


cost centre rate. Additionally, it should be noted that 
labour is a very small element of cost; the machines 
are all-important. It is unnecessary, therefore, to 
go to great lengths to pick up details of labour 


' variances. Тће inclusion of labour in the cost centre 


rates is a logical step. 
. Аз a corollary, detail relating to labour and over- 
hgads is abandoned in cost estimates. In their place is 


"given the estimated actual time and cost at the 
‘appropriate rate per тоо off for éach relevant cost 


centre. (See Figure 2.) Estimated actual time becomes 
standard time for Cost control purposes. 
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The next point to realize is that fundamentally we 
are interested only in time variations. Recording can 
be in this medium, with the application of money as 
a final calculation. The cost system suggested is then 
no more than this: 


(а) For each job а cost variation card (Figure 1) 


bears in respect of each cost centre: | 
(i) estimated time per 100; 
(ii) cost centre rate per standard hour. 


(b) The cards are compiled progressively from 
time bookings in respect of each applicable 
cost centre to show: | 


(i) date; 
(ii) quantity produced (output); 
(iii) actual hours of operation (time taken). 

(c) Weekly, or daily if required, the total quantity 
processed at each cost centre is converted to 
equivalent standard hours (i.e. at the estimated 
output rate). The resultant difference in hours 
between actual and plan is evaluated at the cost 
centre rate to produce a cost variation. Signi- 
ficant zariations are reported immediately to 
management. 


The expression ‘actual hours of operation’ in ` 


(b) above is intended to embrace all bookings, pi 
rate and day-rate, for whatever purpose. A je 
firm with better office facilities might find it fruitful 
to analyse day-rate bookings made to jobs, e.g. time 
lost due to die trouble, unsatisfactory material, 
' reworking. For our small concern employing a com- 
prehensive cost centre rate the important thing is 
the overall time. Any further investigation must 
come under the ‘ad hoc’ heading. 

The example permits yet another comparison of 
the broad with the detailed approach. Heating of 
dies before casting can be quite an important 
element of costs, especially if an order comes to be 
broken down into many small batches. The most 
elementary practice'is to include heating in over- 
heads; the half-way house is to debit a control 
account with the periodical cost of gas—if that is 
the medium used – and credit it with total recoveries. 
The most precise method is to meter every machine 
and throw up a heating variance against allowed 
(estimated) usage per тоо castings. It is all a question 
of the cost of costing compared with the possible 
savings. 

You may have been wondering what is going to 
be done about materials. The facts are that the 


metal ingredient in quotations must necessarily be ` 


made on current prices, and process losses are very 
small (a scrapped casting is reme]ted); thus the 
only variation worth measuring is whether actual 
purchases are made advantageously or adversely 
against the market price trend. So we debit a 
control account with the book value of the total 


issues to jobs each week, and credit it with the . 


quotation material values relative to work completed. 
À credit balance reveala a а. on the е: а 
debit balance а loss. 


THE ACCOUNTANT 


235 


Gontrol Accounts Give Broad Regulation of 
Expenditure 

The use of control accounts is often a valuable way 
of keeping an eye on expenditure which cannot 
be watched in detail. The practice also permits the 
use of average rather than specific rates in costs, 
since the accuracy of the average can be checked each 
week. For example, in the manufacture of varnishes, 
the labour employed to watch the ‘cooking pots’ may 
vary from day to day but is of not great significance 
relative to individual batches. An average rate is 
adequate in costing the week’s output, and can be 
verified in total against the payroll charges. 


Short-term Profit and Loss Accounts Essential 


Where routine compilation of detail cannot be 
afforded, I sometimes feel that the employment of 
short-term profit and loss accounts is possibly more 
essential: than the introduction of conventional 
broad cost controls. Such accounts, even though 
embodying a fair amount of approximation, ensure 
that significant economic trends must be detected 
even though the fundamental causes may not be 
revealed. 

In respect of approximations, the estimation of 
outstanding charges for such items as electricity, 
consumable stores, and freight, is permissible to 
avoid delay in presentation whilst awaiting tardy 
invoices. Disregard of variations in stock levels, 
however, is seldom tolerable. 

Where wastage percentages are reasonably con- 
sistent, an approximate overall valuation of stock 
can be derived quite simply from the calculation: 
Opening stock value+purchases for period — 
material value of sales for period closing stock. 
This does not, of course, indicate where stocks are 
lying and how they have varied by classification, but 
does permit the preparation of monthly accounts 
without either detailed material ledgers or a physical 
stock-taking. 
'The use of standard costing undoubtedly facili- 
tates the preparation of short-term profit and loss 
accounts. From the elementary recording associated 
with the system described earlier, an unpretentious 


- but most valuable monthly statement could- be 


prepared with little additional effort thus: 








£ 
Sales revenue .. 100,000 
Cost of sales at standard | 85,000 
15,000 
Add or deduct variances: + 
Expenditure i in excess of ENG 650 Dr. 
Metal price 200 Cr. 
Cost centres . 150. Dr. 
- Special charges roo Dr. . 
* Tartan 700 
Net profit for period £14,300 


Such а statement, could, if necessary, be prepared 
во ав to show the profitability of each product group. 


236 


. Marginal Costing Appropriate in. Certain 
cumstances 

I should like now .to consider ao costing’ in 
the small company. As some ou may know, I 
have from time to time пазећи d doubts as to the 
efficacy of marginal costing as a complete system 
wherever there is the least complexity of manufacture 
and a.variety of products occupying facilities in 
various permutations..By the nature of small-scale- 
production, however, there may arise circumstances 
where marginal costing is particularly appropriate. 
Such.a circumstance may be considered to exist 
wherever: 


(a) there is a ла limited TM of recog- 
nizab 


le and reliable factors conditioning the 
movement of variable costs; : 


(Б) such variable charges constitute the major. 


element of product cost; . . 

(c) plant facilities and services are, by their nature, 

unlikely to be changed or augmented at 
significant cost from time to time: 

A. typical case would be a. small concern manu- 
facturing commercial perfume compounds. ‘Direct, 
materials’ are essential oils and synthetics which are 
processed in relatively inexpensive extraction plant 
and stills to produce the required odour. These 
materials are expensive and can constitute up to 
9° per cent of total costs. Some handling costs may 

e 


to weight of materials. Processing costs are, to all 


iritents and purposes, fixed. ‘Direct labour’ may be a . 


chemist and an assistant— scarcely likely to be 
variable! Under thesé conditions the allocation апі 
apportionment of indirect costs other than bandling 

ges, and the attachment of some proportion to 
batches on an arbitrary basis, is scarcely likely to 
contribute anything either to control or price 
determination. 


Budgeting of Indirect Costs often a ТЕРА Task | 


One of the things that surprises me most about 


small firms is the very small number operating any~ 


form of budgeting. For so many owners and managers 
of such concerns the very words. ‘budgetary control’ 
are sufficient to induce an attack of coy self- 
effacement; and yet in most cases they are three parts 


home already. The determination of overhead гајевуг. 


if done at all reasonably, must involve an assessment 
of indirect costs against some broadly defined level 
of activity. These are the costs most in need of 
budgetary control in the small firm: direct costs 
` generally come in for plenty of attention, in one way 
and another. ^6 
Sometimes a little knowledge of, ‘flexible’ budgeting 
is sufficient to scare management off, and I cannot sdy 
I blame them. In many large firms expenses arg 
related to bases having only a.remote influence ор. 
their behaviour. I well remember hearing a depart- 
mental manager say that he could not release any of 
his operators even though the department was slack, 
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‘as he would lose many of his expense budget allow- 
- ances,- which -were one and all expressed -as a рег- 


centage of direct labour. 

From.observation I would say that the number: i 
of bases actually influencing indirect costs is legion ~ 
often such unexpected things as the maintenance 
programme, eriments, overtime and week-end 
working, publicity campaigns, the pattern of orders 

received. Frankly, flexible budgeting is hardly ever 
worth while in the. very small firm. If expenditure 
is forecast at the beginning of the year, usually no 
more is required than that a proportion of that 
forecast appropriate.to the calendar period under 
review should be compared. with the expenditure 
actually recorded. If there is a major conditioning 
factor, e.g. tonnage ог productive hours, this may 
be given on the report for the period, enabling a 
reasonable assessment to be made of the degree of 
success or failure achieved: in relation to the budget. 
What is essential is that the accounts classification 
should be such as to enable actual expenditure, for 


` comparison with budget allowances, to be extracted 


without further analysis or allocation. * 


Labour-saving Practices 
In conclusion, here are a few labour-saving tips for 
the small firm: 

(a) avoid introducing. shillings and pence into 
all book entries, allocations and profit state- 
ments involving approximations; 

(b) where greater accuracy is required, employ 
decimalized pounds or shillings; it facilitates 
calculations and the presentation of data; 

(c) record and analyse as much as possible in 
. basic terms, e.g. hours worked or piece parts 
produced, converting to sterling only when 
final figures are required; 

(d) combine stock accounts where control can 
reasonably be exercised over the joint. value, 

. eg. work in progress and finished parts; 

- (e) limit perpetual audit to costly items; carry out 
the check only when the stock level is low; 

(f) eliminate routine а та adds 
nothing to control; 

(g) utilize quantity standards and quantitative 
measures wherever little is to be gained: by 

. conversion .to sterling (in particular where 
such data is already prepared as a routine 
matter fdr technical or production control 
purposes, e.g. percentage machine utilization or 
operational activity); . 

(8) do not scorn pencilled and rough prime data 
in the cost department if it is basically sound. 
„ЈЕ routine data for. management is well pre- 
"рагед in manuscript, do not incur the addi- 
tional cost and loss of time involved in n typing - 
present it in manuscript. 


Impact of the Electronic Age _ 


Finally, до not overlook the possibility that, within 
the next аесайе, facilities for renting capacity ` 
*. D. gue 
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on electronic computers may become commonplace 
in industrial areas. Such a development must in- 
evitably open up new concepts of the nature of 
control information available to managements of 
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small companies. The electronic-automatic age 


demands of small firms -even more than of the 


mammoth organization — that they go forward, or 
out. 


WEEKLY NOTES 


The Institute's Summer Course 
The Institute's summer course assembled at Christ 
Church, Oxford, last Thursday evening and will 
continue until next Tuesday evening. This is the 
tenth successive year in which a summer course has 
been held and each has been at Christ Church. 

About 19o members of the Institute are attending – 
a larger number than in previous years — and for the 
first time there will be nine discussion groups 
instead of the usual eight. It is the policy of the 
Summer Course Committee to give priority to 
raembers who have not attended a course for a period 
of five years and on this occasion there is a high 
proportion of ‘new boys’.. 

A photograph of some of the personalities present 
пе the course will be published in our next issue and 
subsequently we hope to reproduce the papers – 
details of which were given in last week's issue. 


Solicitors’ Accounts Rules 


On November 16th, next, Rule го of the Solicitors’ 
Accounts Rules, 1945, will be superseded by a new 
Rule 10, which forms the substance of the Solicitors’ 
Accounts (Amendment) Rules, 1956. By it, every 
solicitor will be required to keep proper books of 
account showing his dealings with clients’ moneys 
and with any other money transactions on clients’ 
accounts. He must also keep records of all bills of 


‘costs rendered to clients, distinguishing between 


profits, costs and disbursements. 

On the same date, the Accountant’s Certificate 
(Amendment) Rules, 1956, come into force. These 
provide for a new form of accountant’s certificate to 
replace the one contained in the Schedule to the 
Accountant’s Certificate Rules, 1946. The revised 
form is headed with the full name of the solicitor, 
that of his firm, the address or addresses at which 
the practice is carried on and the accounting period. 
Particulars of the accountant signing the certificate 
must be given at the foot and the narrative of the 
certificate itself runs as follows: 


' In compliance with Section 1 of the Solicitors 
Act, 1941, and the Accountant's Certificate Rules, 
1946, made thereunder, I ..... 2... 0... cee eens 
have examined the books, accougts and docu- 
ments of the above-named solicitor relating tq the 
above пина produced to me and I hereby 
certify that from my examination pursuant to Rule 4 
of the Accountant’s Certificate Rules, 1946, and 
from the explanations and information given. to me, 
l am satisfied that: 

(1) during the above-mentioned period(s) his has 
complied with the provisions of the Solicitors' 
Accounts Rules except so far as aoncerns: 


*(a) certain trivial breaches due to clerical errors 
or mistakes in book-keeping, all of which 
were rectified on discovery; I am satisfied 
that none of such breaches resulted in say 
loss to any client; 

*(b) the matters set out on the back hereof; 

*(2) having retired from active practice as a solicitor 
the Said. ns она or x eme e PER 
ceased to hold client's money on the :......... 

* Delete clause not applicable. 
Rule 4 of the Accountant's Certificate Rules, 1946, 
details the prescribed auditing procedures. 

'The Council of the Law Society hopes that the 
amendments will improve the general standard of 
book-keeping of solicitors and that the new form of 
certificate. will facilitate the work of the examining 
accountants. 


Acquisitions through the National Land Fund 


Section 34 of the Finance Act, 1956, extends further 
the power of the Commissioners of Inland Revenue 
to accept property in settlement of death duties. 
The Finance Act, 1946, which set up the National 
Land Fund, only permitted realty to be accepted. 
Section 3o of the Finance Act, 1953, gave the 
Commissioners power to accept chattels associated 
with certain buildings: now, under the new Act, 
they may accept works of art unrelated to a par- 
ticular house. 

As reported in The Times of August 31st, the 
"Treasury has, in the last ten years, acquired thirty- 
nine landed estates and two collections of chattels and 
seems likely to acquire an increasing annual number 
in future years: a figure of some two dozen properties 
under consideration and likely to be accepted is 
mentioned. Before an offer is accepted by the 
Treasury, it is necessary to find a possible user under 
the terms of the Acts. In the majority of cases — 
twenty-seven so far— the National Trust has been 
the ultimate recipient of the property, but in some it 
has been the Ministry of Agriculture, usually for the 
Forestry Commission, and the Youth Hostels 
Association. 

. While there are bound to be many regrets that 
the crippling incidence of estate duty has resulted 
in.so many great estates passing out of private 
hands ~ possibly to the considerable detriment of 
the local economy – the fact that some, at least, are 
bding preserved intact, though in changed hands, 
through the medium of the National Land Fund is 
likely to be widely applauded, and certainly the 
general public is the richer by the privilege which it 
has of.viewing that part of our architectural heritage 
which passes into.the hands of the National Trust: 
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Assessment of Companies in South Africa 


The Department of Inland Revenue of the Union 
of South Africa has circularized amongst registered 
accountants and auditors in the Union, a copy of a 
directive issued to Receivers of Revenue which 
indicates the procedure which they will follow in 
cases where extensions of time are required for 
rendering returns of income of companies in respect 
of the tax year which ended on June 3oth, 1956, 
and future tax years. 

The directive affects all companies which require 
an extension of the time for rendering their returns 
beyond October rsth, 1956, and presumably the 
date, October 15th, will apply to future years as well. 
Any such company will be required to submit a 
return of estimated income for assessment, and this 
assessment will be adjusted on an actual return of 
income being furnished. А company which applies 
for an extension more than one month after the 
date of closing its accounts must submit an estimated 
return at the same time: if it applies within the month, 
it must undertake to submit such a return before the 
month has expired. Failure to render a return on or 
before the prescribed date, or to implement, by the 
required date, any undertaking given to furnish an 
estimated return, renders the company liable to 
prosecution and estimated assessment under the 
taxing statutes, or both. Ап estimate submitted by а 
company which is less than 80 per cent of the com- 
pany's taxable income for the 1955 tax year азе 
explanation. 

As a result of the introduction of these arrange- 
ments a company’s assessment may become due for 
payment earlier than in past years. Where, in conse- 
quence, the company is in genuine difficulty, 
payment may be permitted to be made by instalments, 
subject to strict limitations. These arrangements, 
which displace proposals which had been made to 
accept deposits prior to the issue of assessments, 
will facilitate accurate Budget estimates. 


The Australian Budget | 


The disinflationary measures introduced by the 
Australian Government less than six months ago 
are reflected in the Australian Budget which the 
Federal Treasurer, Sir Arthur Fadden, presented 
to the House of Representatives last week. This 
was only to be expected as those and earlier 
measures are stil having their effect. While the 
Budget offers no hope for any early easing of the 


import restrictions and involves only minor tax 


concessions, neither does it add greatly to the tax 
burden. There is no increase in direct taxation and 
the chief increases in indirect taxation are in the field 
of telephone and telegraph charges, yet revenue 
overall will increase to the record total of iris 
million. 

The Government is in a very difficult economic 
situation in face of Australia’s weak balance of 
payments position and recurrent bouts of inflation — 
consequences of the rapid growth of the Australian 
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economy. The Treasurer in his Budget speech 
pointed out that the international reserves had fallen 
by £A73 million in the past financial year to £A355 
million, though some improvement was to be looked 
for with the rate of imports now falling. As an effort 
to curb inflation, the migration programme is 
curtailed by 18,000 to 115,000 a year, with a further 
reduction to 1 per cent per annum of the population – 
that is, about 95,000, which was in fact the past 
year’s total net intake – planned. No check is imposed 
on the pace of istud development in the field of 
Commonwealth public works, and Federal expendi- 
ture 18 expected to reach the record total of over 
f£ A1,121 million. Virtually the whole of the nominal 
Budget surplus of £Arog million will be swallowed 
up by capital investment. The Government's 
failure to give a lead by reducing expenditure and 
providing means of reducing industrial costs has 
caused disappointment іп the business community as 
a whole, buta director of the Associated Chambers of 
Manufacturers welcomed the 'robust' attitude to- 
wards continued investment. 


State Industries’ Overdrafts 

Details of the arrangements for the monthly publica- 
tion of the bank overdrafts of nationalized industries 
have now been announced. Statistics. will be given 
each month covering the Central Electricity Authority, 
the North of Scotland Hydro-electric Board, the 
South of Scotland Hydro-electric Board, the Gas 
Council, the British Transport Commission, British 
Overseas Airways and British European Airways. 

It is intended to publish figures on the same day 
as the Clearing Banks release theirs. The position 
will thus be shown as at June 3oth and December 
31st each year and on the third Wednesday of each of 
the other ten months. Since the subventions to other 
industries will be made under the new financing 
arrangements on the 17th day of each month, these 
allocations will sometimes be. before, sometimes 
after, and sometimes on the same day as that for 
which the banks' figures are given. 

As at August rsth, 1956, the overdrafts of the 
seven authorities involved stood at £123-4 million, 
of which {111-7 million was from the Clearing 
Banks and {11-7 million from the Scottish Banks. 
This compared with a total figure of £106-9 million 
on July 18theand „100:8 million on June 13th. 
Taking the share of the total which has been carried 
by the Clearing Banks, it would appear that the 
operation might involve a switch of advances into 
investments or bills of about {100 million compared 
with total advhnces outstanding with the Clearing 
Banks of just under £2,000 million at the present 
moment. 


Stable Output 
As woyld be expected, the level of industrial produc- 
tion in July fell sharply owing to the onset of the 
holiday season. This decline was, of course, helped 
by strikes in the motor-car and steel industries. On a 


=“ 


tember 8th, 1956 







easonally corrected basis, however, the official 
ntral Statistical Office index shows comparatively 
itle change over the last six months. Taking 1948 
100, the index stood at 138 in January and then 
ell two points to 136 in February. Since then it has 
emained very close round the 136 level. 

ТЕ is becoming more apparent that consumer 
durable goods are taking the brunt of the decline in 
industrial output following the 'credit squeeze'. The 
production of soft goods and foodstuffs is sur- 
prisingly buoyant which suggests that purchase tax 
and hire-purchase controls are causing a switch in 
public expenditure and an improved tendency to save. 

Behind this apparent stability of output there is 
going on, however, an unobtrusive but useful 
switch in resources. Men are moving slowly out of 
non-essential industries and the volume of exports 


Concern over Suez, the August gold and dollar loss, 
fresh wage demands, the shipyard strikes, further 
motor and allied engineering trade redundancy and 
Wall Street's uneasiness combine to press down a 
heavy weight of adverse factors on the stock-markets. 
Selling has been light but the absence of support 
makes the market as a whole extremely vulnerable. 


Stock Overstatement 


‘Subject to the references in the annexed report of 
the directors dated June 28th, 1956, concerning the 
overstatement of the stock-in-trade and work in 
progress of a subsidiary company as at March 31st, 
1955, in our opinion such consolidated balance sheet 
and consolidated profit and loss account have been 
properly prepared' etc. Ín this manner, the auditors 
of John Cartmell & Sons (1947) Ltd deal with the 
incorrect stock figures of a subsidiary (for which they 
do not hold the audit) on which the previous year's 
consolidation was based. 
John Cartmell is mainly a holding company with 
' interests as timber merchants, joinery manufacturers, 
textile and general engineers and metal spinners. One 
of its subsidiaries is James Hustler & Son Ltd, and it 
was in the process of taking Hustler’s stock for the 
March 1956 accounts that the overstatement of stock 
was discovered in the March 1955 accounts. The 
error was, of course, reflected in thé consolidated 
accounts at that date. 

In the words of the report, ‘an investigation has 
established that in the value of £240,773 as certified 
to the auditors of the subsidiary by its,late managing 
director [who died last May] as at March 31st, 1955, 
for stock-in-trade and work in progress, a number of 
items of stock-in-trade to a total book value of 
approximately {£27,600 were included twice over’. 

Appropriate Steps 
‘The report continues: “The profit showm in the 
consolidated profit and loss account for-the year ended 
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as well as the terms of trade are at the moment 
showing satisfactory trends. Even these compara- 
tively modest economic adjustments, nevertheless, 
are having important political consequences and the 
Government's economic policy quickly arouses 
organized hostility whenever the prescription hurts. 
The latest gold and dollar reserves figures issued this 
week also show how sensitive opinion abroad 
remains on the future of sterling. 

It remains to be seen how important the switch of 
resources from consumer durable goods to soft 
goods and foodstuffs proves to be. If these move- 
ments assume large proportions, it could seriously 
offset the good so far achieved by the Government's 
policy of deflation. For the object of that policy is not 
to stimulate consumer expenditure at all but to encour- 
age the development of the capital goods industries. 


FINANCE AND COMMERCE 


March 31st, 1955, was consequently overstated by 
approximately £27,600 and the loss shown in the 
consolidated profit and loss account for the year 
ended March 31st, 1956, annexed hereto, is accord- 


ingly likewise overstated.' Professional advice has: 


been sought and shareholders are assured that 
appropriate steps are being taken by the board to 
protect their interests. 

In these circumstances and with a new managing 
director taking over, the whole position of the stock 
and work in progress would naturally be examined 
with the utmost care. Due provision, it is stated, has 
been made for items which are considered to have 
depreciated in value. 

In this connection, the report continues, 'certain 
stocks and stores accumulated over the past few years 
and previously valued at cost have deteriorated or 
become redundant to current manufacture. It was 
considered prudent to write down these commodities 
in the year under review to the price estimated to be 
obtainable in the market on which they will shortly 
be sold". 

Bank Interest 

At the annual meeting, Sir Hugh Dawson, the 
chairman, said that the auditors of James Hustler & 
Son Ltd had been asked for an explanation as to why 
the large discrepancy in the stock figure was allowed 
to go undetected. They, in their turn, he said, had 
had to make their own investigation, which was then 
not completed. | 

Sir Hugh went on to point out to shareholders that 
their bankers had a slightly greater interest in the 
group than they had. The bank was informed of the 
loss for the period under review and it was agreed 
thát Messrs Whinney, Smith & Whinney, chartered 
aecóuntants, should be appointed to make an inde- 
pendent investigation. This investigation is now in 
progress. The substance of the independent report 
will be circulated to shareholders and an extraordinary 
meeting convened. | 
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The ultimate result in these accounts is the carrying 
forward in the parent accounts of a debit balance of 
£7,815 and in the subsidiaries’ accounts of £47,345, 
of which £47,015 is the Hustler figure. 


Credit Squeeze 


'To add to these worries, the directors had to deal 
with the effect of the ‘credit squeeze’ on the group's 
position and finances. The prohibitive interest rate 
of 64 per cent, states the report, coupled with 
instructions to reduce overdraft commitments, com- 
pelled the board to take action by realizing certain of 
the group’s assets. 

Negotiations were instituted for the disposal of the 
East Coast subsidiary, Laverack & Goddard Ltd. 
The general shortage of available capital in the timber 
trade, it is stated, prevented the sale of this subsidiary 
as a going concern, and as a consequence it has been 
necessary to reduce stocks of timber. Although the 
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sale of the timber stocks did not take the form of a 
forced sale, margins had to be reduced and a small 
loss of £330 was incurred for the year. 

These figures, it will be noticed, are after adjust- 
ment by the credit balance of £1,141 brought in, and 
to that extent the report’s reference to them. as ap- 
plicable to the year is not quite exact. Taking the 
report with the accounts, however, the meaning is 
evident and the amount brought in is not sufficient 
to make material difference. 


Money Market 
Raising the bid by 3d to £98 14s 11d on August 31st, 
the discount market obtained 80 per cent of the 
£290 million of bills on offer. Applications were 
lower than the previous week at £384,955,000 and 
the average discount rate was [5 os 6:414 per cent. 
This week's offer is again {290 million, or £30 
million more than corresponding maturities. | 





JOHN CARTMELL & SONS (1947) LIMITED 






































BALANCE SHEET as at 3lst MARCH, 1956 * 
1955 1955 
£ £ Е £ £ £ 
SHARE CAPITAL :— FIXED ASSETS:— 
Authorised and izsued— 195,205 Investments in Subsidiary Companies, at 
300,000 1,200,000 Ordinary Stock Units of 5s, each, — Cost (Ses Note 2) .. x D ws 195,205 
fully paid bi a T > 300,000 
CURRENT ASSETS;:— 
6,800 CAPITAL RESERVE—As at 31st March, 1955 6,800 29,581 Stock in Trade as Certified by the Manage- dnd 
ment T M va E 22 
REVENUE RESERVE:— 595 Sundry Debtors and Payments іп Advance 3,739 
5,000 General Reserve v ~ 22 .. 15,000 4. Cash at Bank—Dividend Accounts .. xis 339 
114 Less Profit and Loss Account . 7815 10,690 Net Dividends receivable from Subsidiary 
у Companies .. Ta ais Sa .. 1,290 
16,141 7,185 352,129 Other Indebtedness of Subsidiary Companies 371,117 
322,941 TOTAL CAPITAL AND RESERVES 313,985 393,445 422,782 
11 TRADE INVESTMENT (Unquoted) as Valued 
CURRENT LIABILITIES AND PROVISIONS :— at Cost by the Directors ., z E п 
2,260 Indebtedness to Subsidiary Company . 4,392 
19,343 Sundry Creditors and Accrued Charges .. 20,860 NOTES :— : 
33,972 Bills Payable fess Interest Apportionment 33,564 1, Two of the Subsidlary Companies have 
201,979 Amount owing to Bankers .. a .. 244, guaranteed any Bank Overdraft which 
450 Unclaimed Dividends M n A 339 may be required by the Parent Com any 
3,403 Current Taxation .. .. T "PEEL to the extent of £135,000 and £50,0 
4,313 Provision for Proposed Dividend (Net) e — respectively, 
2. No provision is made for losses of 
265,720 304,013 roximately £47,000 suffered by Sub- 
sidiary Companies, 
Signed on behalf of the Bosrd:— 
HUGH DAWSON 
E. WILMOT SEALE } Directors 
J. К. OGLETHORPE, Secretary 
£588,661 617,998 — £588,661 £617,998 








REPORT OF THE AUDITORS TO THE MEMBERS OF JOHN CARTMELL & SONS (1947) LIMITED 


We have obcained all che Information and explanations which to the best of our knowledge and belief were necessary for the purposes of our Audit. 
In our opinion proper books of account have been kept by the Company so far as appears from our examination of those books. We have examined the 
above Balance Sheet whlch is in agreement with the books of account. In our opinion and ro the best of our Information and according to the explanations 
given us the said Balance Sheet gives che information required by the Companies Act, 1948, in Цу: manner so required and gives a true and fair view of 


the state of the Company's affairs as ас 3 (3с March, 1956, 


We have also examined the annexed Consolidated Balance Sheet and Consolidfted Profit and Loss Account of the Company and Its Subsidiaries dealt 
with thereby with the audited accounts of chose Companies, none of which has been audited by us. Subject to the foregoing and subject to references In 


the annex 
ance with the provisions of the Companies Act, 1948, so 
Cartmeli & Sons (1947) Limited and ics Subsidlarles dealt with thereby. 


Starkie House, 
Starkle Street, 
Preston. 


28th June, 1956. 


Report of the Directors dated 28th June, 1956, concerning the over-statement of the stock in trade and work in progress of a Subsidlary 
company as at 3152 March, 1955, In our opinion such Consolidated Balance Sheet and Consolidated Profit and Loss Account have Poen pro 
in acco! apto give a true and fair view respectively of the state of affairs and of the loss of John 


y prepared 


WILKINSON & FREEMAN, 
А Incorporated Accountants. 
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REVIEWS 


'The Law of Contract 
. (Fourth Edition) 
by G. C. Cheshire, D.C.L., F.B.A., Barrister- 
at-Law, and C. H. S. Fifoot, M.A., F.B.A., 
Barrister-at-Law 
(Butterworth & Co (Publishers) Ltd, London. 
47s 6d net) 
In the eleven years during which Dr Cheshire’s work 
on contracts has been available to students it has 
proved to be a great boon. Dr Cheshire has a very 
happy facility for expounding knotty points of law – 
and contract law is a peculiarly knotty branch of the 
law in general, besides being that branch which 
affects the greatest number of people. Even for the 
professional lawyer, a glance at this book for the 
relevant first principles is a useful preliminary to 
the solution of any practical problem. By cutting 
out matter that is now obsolete, the editors have 
achieved the feat of incorporating all the changes 
in the law since the last edition without lengthening 
the book by more than eleven pages. One of the 


features of the new edition is the copier redrafting. 


of the chapter on mistake. · 


The Cost of the National Health Service 
in England and Wales 


by Brian Abel-Smith and R. M. Titmuss 


(Cambridge University Press Ltd, London. 
275 ба net) 
On April 1st, 1953, the Minister of Health set up a 


committee under the chairmanship of Mr C. W..- 


Guillebaud, с.В.Е., 
reference. 

"Io review the present and prospective cost of 
the National Health Service; to suggest means, 
whether by modifications in organization or other- 
wise, of ensuring the most effective control and 
efficient use of such Exchequer funds as may bé 
made available; to advise how, in view of the 
burdens on the Exchequer, a rising charge upon it 
can be avoided while providing for the maintenance of 


with the following terms of 


an adequate service; and to make recommendations.’ ` 


То assist it in its work the committee invited the 


National Institute of Economic and Social Research . 


to supply it with an economic analysis of the costs of 
the Service. The Institute entrusted this task to 


Mr Brian Abel-Smith with Professor R. M. Titmuss, : 


of the London School of Economics, as consultant, 
and the results of their efforts are now published i in 
this book. 


Briefly, the authors trace – for the whole of the. 


Service and for each of its main branches – the 
changes in factor cost and in the amount of resousces 
absorbed by the Service since its establishment in 
1948. They relate the costs of the Service to the size 
of the national income; analyse the causes of the 
‘trends so revealed, separating “the effects. of price 


changes from the effects of changes in the quantity 
of productive resources absorbed by the Service; 
distinguish between different kinds of resources — 
personnel of various grades, medical and other 
supplies bought from outside suppliers, and between 
capital and current expenditure; and attempt to 
assess the importance, for the cost of the Service, 
past and future, of changes in the number, age and 
sex distribution of the population. 


The Measuring of Work in the Office 


(British Institute of Management, London. 45 net) | 


This booklet, the second of the series on various 
aspects of office management currently being issued 
by the British Institute of Management, states that 
office work may be measured in order to ascertain the 
total time it takes, to allocate it evenly, to obtain 
a standard against which actual performances may 
be compared, to provide financial incentive, to deter- 
mine the cost and to assess. the relative efficiency of 
different methods. The booklet also states that it is 
usually advisable, before applying the tests, to create 
staff confidence by explaining that no one will be 
allowed to suffer as a result of redundancy. 

This line of reasoning does not include the real 
purpose of measuring work which is to improve 
efficiency, and efficiency certainly ‘does not exist in 
an office until the required quantum of work is 
being capably performed with as small a staff as 
possible. If scientific measurement reveals — as it 80 
often does - that too many persons are being em- 
ployed, then there is bound to be some suffering in 
the ensuing sort-out. 'T'o think otherwise is to confuse 
the realistic conditions of a competitive economy with 
the cosy philosophy of the Welfare State. 


Information Processing Equipment 
Edited by M. P. Doss 


(Reinbold Publishing Corporation, New York; 

Chapman & Hall Ltd, London. 70s net) 
This symposium was prepared for an American 
scientific organization but it will be helpful to any 
business executive concerned with the compilation, 
storage, and dissemination of information, It deals 
with methods 5f printing, duplication, photographic 
copying, sound-recording, punched-card recording, 
and machine calculation (though not in their book- 
keeping applications); and gives assessmerits of the 
potentialities qf various types of equipment, sup- 
ported where appropriate by comparative tables of 
performance. 

In addition, some fifty pages are devoted to the 
preparation and projection of slides, giving details 
of certain standards that have been developed in the 
U.S.A? Even those accountants who are accustomed 
to this means of presenting management information 
or of illustratipg procedures, will find suggestions 
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here which may well contribute to the Boprovedieut 
of their technique. 

The book is in general written with a clarity of 
style resulting from personal experience, and it 
forms a useful supplement to the limited amount of 
published material available in this country. 


Electronic Data Processing for Business 
and Industry 


by Richard G. Canning 


(John Wiley & Sons Inc, New York; Chapman - 
& Hall Ltd, London. 56s net) 


Out of the stream, which is now threatening to 
become a flood, of books and articles dealing with 
various aspects of electronics, there are few books, 
and certainly none in this country, which attempt to 
review as a whole the field of electronic equipment and 
its possible applications. One reason for this is that 
such books tend to become out of date almost by the 
| time they appear since the pace of development is 
so rapid. 

Despite this danger, there is obvious value to the 
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accountant in having available à text-book which 


.describes the main features of the different types of 


electronic equipment and the arrangements necessary 
if they are to operate successfully. Mr Canning’s 
readable book- an American publication – mes 
this need. 

Besides describing and exemplifying the ordinary 
applications to business functions, a considerable part 
of the book is devoted to the planning of the pro- 
cedures necessary if electronic data processing equip- 
ment is to function satisfactorily. In fact, the under- 
lying theme of the book is the view that adequate 
planning of every stage and of every aspect of elec- 
tronic applications is more important than, within 
limits, choice of equipment. The book also contains 
a chapter on operational research: electronic equip- 
ment, through its ability speedily to perform mathe- 
matical calculations, may enable valuable information 
to be prepared which either would have been too 
expensive to produce by ordinary methods or, if 
produced at all, would have been too late to be useful. 

The reviewer has not yet encouritered a better 
book on the general subject of electronic accounting. 


ve 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Receipts for Cheque Payments 


Sm, – The letter from ‘M. H. & S.’, in your issue of 
August 25th, raises an interesting matter and it is one 
with which I am already concerned as the general 
manager of a large firm of travel agents. 

As is well known, the practice of giving receipts 
on the settlement of accounts by cheque is often not 
followed in continental countries, this being par- 
ticularly the case with recipients who are small firms 
or private individuals. We send many thousands of 
cheques abroad each year (drawn on our various 
current accounts with foreign banks) and most of 
these go to hoteliers, local transport firms and the 
like. It is very rarely indeed that we are sent a 
receipt. 

Although the payments are fully supported by the 
accounts received and other evidence, our auditor 
refuses to accept such evidence as sufficient. 

In our case the particular point arises that we are 
registered under the Industrial and Provident 
Societies Act, 1893, Section 13 (2) of which lays 
upon the auditor the duty of certitying the accounts 
as ‘correct, duly vouched, and in accordance with 
law’. Our auditor considers that in the absence of a 
receipt he cannot ‘duly vouch’ the payments and ia 

‘bound to qualify his certificate, which he regularly 
. does in the following terms: ‘Certain payments in 
foreign currency have, not been fully vouched. 
Confirmation of the nature of the payment has been 
furnished by the Society itself, but there is no direct 
acknowledgment from the payee. According to the 


information given me, I am satisfied that such 
payments were properly made.’ 

It has always been our contention that provided 
there is full and adequate evidence of the bona fide 
nature.of a payment and of the clearing through the 
bank of a cheque in favour of the creditor, then the 
fact that the auditor does not see a formal receipt 
does not mean that he cannot ‘duly vouch’ the entry 
in the books of account. 

It would be interesting to know the opinion of 
other-accountants who may be engaged on similar 
audits. Yours faithfully, 

E. M. W. 


5 - 


Home Consumption and the Wernher Decision 
Str, – Whilst Mr Mortimer, in your issue of August 
25th, rightly criticizes failures to distinguish between 
stock and trading accounts, it adds confusion, I 
suggest, to talk about 'cost price' to say nothing of 
possible tax losses for agricultural clients, to prefer it 
to market valuation for home consumption. 

The term ‘cost price’ has so many possible interpre- 
tations that it is useless in any precise discussion on 
accountancy. For a pure merchant buying goods for 
resale again; cannot we oppose 'sale price' by the 
more natural and precise ‘purchase price’? 

The main object of Mr Mortimer’s letter is to ask 
the profession to unite in resisting the Sharkey v. 
Wernher decision. ‘Goods bought or produced’, а 
Mr о ‘by а Erro are already his. . 
he eats... stock . . . it falls to be deducted . 
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cost price’. Taking the most usual context in which 
this problem arises, viz. farming and market garden- 
ing, I pose Mr Mortimer two questions: 

(1) how much does cost price mean — is it not very 

uncertain compared with market value? 

(2) what values are created by the producer of 

goods that he destroys by consumption? 
By way of example on (1): marginal lettuces produced 
for his household by a market gardener may cost 
practically nothing; lettuces produced for his house- 
hold by a farmer are likely to cost a great deal more 
than the price at which they can be bought from 
outsiders. 

On (2), is it not reasonable to think that the values 
created by a producer depend upon the market 
values of his products? In other words, what is the 
logic of doing otherwise than Mr Mortimer himself 
suggests is the logical conclusion under (3) of his own 
. reasons? It is not a question of making a profit or 
loss out of one's own consumption. The cost of what 
one consumes is the (alternative) market price one 
foregoes. 

Yours faithfully, 


Dublin. А. PAKENHAM-WALSH. 


Sm, - Your correspondent, Mr C. W. Taylor, makes 
some very pertinent comments on this remarkable 
case, in your issue of September rst. Would any of 
your readers kindly assist a very baffled practitioner 
in regard to some queries which arise in his mind 
after reading this and earlier letters? 

It is the custom of many businesses to allow staff to 
purchase stock (for the employees' personal use, and 
not for friends and relations!) at cost price, or at 
some figure between that and full selling price; this 
practice encourages honesty, increases the staff's inter- 
est in the affairs of the business and may have some 
incidental publicity value. Am I to assume that the 
Wernher decision can be extended to enable the 
Revenue, in such case, to do either of the following: 

(a) treat the difference between price paid and 

current seling price as a taxable 'benefit in 
kind' of the employee? or 

(b) write back that price difference in the Schedule 

D computation of the employer, as a non- 
allowable expense? 

If the answer to both these questions is ‘no’, 
then we seem to have the position that an employee 
is better off than his own 'boss', when it comes to 
using the goods they jointly make or trade. On the 
other hand, if the answer to either of these questions 
is *yes', endless pernicious reactions seem possible. 

Then again, suppose that a retail radio dealer 
orders, from one of his wholesale or manufacturing 
suppliers, a set for his own domestic use. Once 
upon a time everybody would have assumed that,the 
correct thing to do was to debit his drawings acgount 
with its cost (less counting house discount, plus cbst 
of one stamp and one letter and envelope?); now, 
apparently he must debit that drawings account 
with the full retail selling ргіёе (which, in the case 
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of his general trade, is designed to cover his costs o 
indefinite storage, advertising, shop salesmen, trans- 
port on free home demonstrations, etc.). Granted 
that this second treatment is now imposed by the 
Wernher decision, is any distinction to be drawn 
between (а) the manufacturer of. television sets; 
(6) the wholesaler; and (c) the retailer of such 
equipment, or, more precisely, must any one of the 
three classes charge himself, on withdrawal of stock 
for personal use, with the full retail selling price; or 
is one of three prices – manufacturer-to-wholesaler, 
wholesaler-to-retailer, retailer-to-public — separately 
appropriate to each separate case? 

Again, it isto be presumed that many business men 
withdraw items from stock in excess of personal need 
or desire for the purpose of testing the qualities of 
those goods, and of familiarizing themselves with 
their characteristics under full ‘consumer-use’ condi- | 
tions, in fact to do what the big organization will, 
pay a special department to do ‘in the boss's time’. 
Is any modification of the ‘full severity of the 
‘Wernher rule’ possible in such circumstances? 

Finally, sir, may I say that I feel that no such 
perverse ruling has ever before been made in the field 
of income taxation, and that it is imperative for the 
main accountancy bodies, and, in fact, the Revenue 
itself, to press powerfully and immediately for its 
elimination, if any remaining respect of accountants 
and taxpayers for the taxation system in general is 
to be preserved, or any belief in its honesty of 


purpose maintained. 
Yours faithfully, 
A. WALLIS LEE. 





Birkenhead. 


Sir, – With respect, your correspondent in the 
August 25th issue, appears to have overlooked the 
point that the decision concerned income tax and 
nothing else. 

For income tax purposes the activities that go to 
make up a source of income can be, and are, regarded. 
as something distinct and apart from the taxpayer. 
А farming business belongs to a farmer, but for tax 
purposes, there exist two things: (а) the business; and 
(b) the farmer. ТЕ the farmer takes home some of the 
trading stock, what is the credit that must go to 
trading account? One of the law lords concerned in 
the decision said he could see no justification for 
crediting anything other than selling price. À taxpayer 
cannot make a profit out of himself but he can trade 
with himself— which, for all practical purposes 
(other than income tax) means the same thing. 

As regards the ‘cost of sales’ method of compiling a 
trading accouht, it is deficient in that it overlooks the 
grifn necessity of revaluing the unsold purchases as 
at accounting date. If this step is not taken the 
trading profit will be reflected as to part by ав 
inventory of inflated values and to this extent the 
profit will exist only in the inflated inventory values. 


Yours faithfully, 
London, EC2. E. HA 
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The 1956 summer school of The Institute of Cost and 
Works Accountants, returned to St Catharine’s 
College, Cambridge, this week, for the sixth occasion 
since the school was inaugurated. Last year the school 
wis held away from Cambridge for the first time — 
owing to building operations at St Catharine’s — and 
took place at Balliol College, Oxford. 

A growing number of members and students are 
recognizing the value to be gained from a week devoted. 
to discussion — both formal and informal – on matters 
of current professional interest and the summer school 
has now become one of the outstanding events in the 
Institute's year. The number of students attending the 
schools has increased each year and on this occasion the 
proportion of students and members was almost equal. 

In 1955, a break with tradition was made in that 
there was no central theme running through the 
various papers The innovation proved successful 
enough to warrant its repetition this year and the 
| subjects of the four papers presented were selected 
with the aim of stimulating thought and discussion on 
a wide range of topics. 


Eight Discussion Groups 


The eight discussion groups, which met after each 
address and presented their reports at subsequent 
meetings, were arranged to include members and 
students from different industries and different parts 
of the country. In previous years it had been the 
practice to appoint new group leaders for each day of 
the school and to choose them from among the younger 
Associates and students. This year, however, it was 
decided that the group discussions would benefit from 
maturer leadership dnd the group leaders were chosen 
with this point in mind; also, to preserve continuity, 
they held office throughout the school. 

The first of the four papers presented was given last 
Tuesday by Mr J. L. Hilton, F.C.W.A., A.M.LI.A., of 
The Wallace Attwood Co. Mr Hilton spoke on ‘Cost 
information for small companies' and his address is 
reproduced elsewhere in this issue. 

On Wednesday, Mr С. C. Stone, F.C.W.A., secretary 
and chief accountant, Wilmot-Breeden (Holdings) Ltd, 
presented a paper entitled 'Key factors for the measure- 
ment of business efficiency’, Mr Stone reviewed the 
objective of profit earning as a return on capital em- 
ployed; outlined the risks, in seeking a profit, of 
making a loss, and discussed the significance of fixed 
expenses and of ascertaining and recovering them. He 
also discussed the suitability and desirability of relating 
profit to fixed expenses, and spoke on the discernment 
and exploitation of factors favourableefor obtaining 
profits higher than the average. • 

In a paper entitled “The future of costing techniques 
and records’, submitted on Thursday, Mr G. J. Pierce, 
F.C.W.A., deputy chief accountant, Bristol Aircraft Ltd, 
referred to the striking developments in office machi- 
nery and in the computer field and outlined some of the 
possible effects of these on costing techniques and 
methods over the next decade. 5 
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Mr Pierce stated that from a costing point of view 
there is little doubt that the biggest problem is the 
storage of information. With computers a certain 
amount -of information can be stored within the 
machine, the amount depending on the computer. 
By and large, the price of the computer increases with 
the size of the storage capacity. 'T'o enable the machine 
to compute very rapidly it must have a high speed 
store: this is often comparatively small. A high speed 
store is one with very fast access time, in other words, 
information can be read from the store very quickly. 
Some computers have also what is known as a slow 
store — blocks of information are read from this to the 
fast store. In addition, information needs to be stored 
outside the computer ~ methods of doing this include 
the use of punched cards, punched tape, magnetic 
tape, magnetic discs, and magnetic core. 

Referring to data processing, Mr Pierce stated that, 
in his opinion, he believed there was a very real lack 
of-the data processing approach in this country. It 
very often happens, he said, that paperwork from one 
department is entirely unsuitable to another in its 
present form and has to be re-drafted with a con- 
siderable amount of unnecessary work and risk of 
error. The data processing approach avoids this and a 
change-over to this view could save many companies 
large amounts of expense, especially in the fields of 
duplicate records, re-copying documents and excess 
documents. 

On Friday, Mr J. Stafford, C.B., M.A., director of 
statistics, Board of Trade, addressed the school on 
‘The uses of economic statistics’. He described the 
four objectives of the official statistician at the present 
time as, first, to produce increasingly reliable and 
up-to-date figures of the national income and ex- 
penditure; second, to measure the latest movements 
in the main and particularly the most variable com- 
ponents of national income and expenditure; third, to 
improve similarly our balance of payments statistics; 
and fourth, to provide a series of up-to-date economic 
indicators which will tell us how the economic system 
is reacting to the pressures upon it. 


Summer School Dinner 


On Friday evening, the summer school dinner was 
held in Hall, with Mr Ian T. Morrow, C.A., F.C.W.A., 
President of the Institute, in the chair. Among the 
guests present were Colonel D. Portway, T.D., M.A., 
J.P., D.L., Master of St Catharine's; Councillor C. E. 
Ridgeon, M.A., Mayor of Cambridge; Mr J. Stafford, 
C.B., M.A.; Dr F. A. Wells, of the University of Notting- 
ham, and Mr W. T. Wells, Q.C., M.P. 

The toast of ‘The City and University of Cambridge’ 
was proposed by Dr J. M. S. Risk, B.COM., PH.D., С.А., 
F.CW.A., A.C.LS., and responses were made by the 
Mgyer of Cambridge, on behalf of the City, and by 
Colonel Portway, on behalf of the University. 

Mr W. 'T. Wells proposed the toast of "I'he Insti- 
tute of Cost and Works Accountants' and the President 
of the Institute replied. 
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Residential Courses 


Successful applicants for admission to the course to be 
held at Balliol College, Oxford, from September 13th 
to 16th, will receive their copies of the course booklet 
during the next few days. 

'The lectures to be given at the course are as follows: 

‘Taxable income’, by Mr Frank Bower, С.В.Е., M.A., 
Chairman, Taxation Committee, Federation of British 
Industries. 

"The accounting tools of industry’, by Mr Dudley W. 
Hooper, M.A, A.C.A., chief organizing accountant, 
National Coal Board. 

‘Auditing’, by Mr J. Francis Shearer, O.B.E., F.C.A. 

‘Some problems of accounting principle’, by Mr W. E. 
Parker, С.В.Е., F.C.A. 

“The principles of case law’, by Mr A. C. Staples. 

Unfortunately it has not been possible to accom- 

modate all those members who applied, but the 
South Eastern Society of Chartered Accountants has 
very kindly invited any of our students who are 
interested to take part in their Students’ Residential 
Course which is to be held in Brighton from September 
24th to 28th. Details of this course have been sent to 
all students whose applications for enrolment in our 
own scheme had to be refused. Other interested mem- 
bers should apply to the Assistant Secretary, South 
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Eastern Society of Chartered Accountants, 33 Lawrenc 
Road, Hove, 3. The fee for the course is £3 15s od 
exclusive of accommodation. 


New Session 

The first activity of the autumn session will be the 
new members’ meeting on Friday, September 28th. 
Invitations for this occasion will be issued shortly, 
as will the autumn programme. 

'The President's Meeting is to be held in Guildhall 
on October 8th, when Sir John Wolfenden, Vice- 
Chancellor of Reading University, will address 


members. 
Cricket 


In spite of a notably wet summer, rain has not always 
stopped play. The match against Bournemouth Char- 
tered Accountant Students’ Society on July 13th was 
drawn. Against Kings' College, Cambridge, the match 
on August 3rd was lost by 21 runs, but the team is to 
be congratulated on beating the Solicitors’ Articled | 
Clerks’ Society by 128 runs on August 15th. | 

In the most recent match — with the Bristol Students’ | 
Society, played at Byfleet on August 28th - bad | 
weather did intervene. Тће London students declared 
at 155—9 (W. R. Cook 76 not out) and Bristol put on 23 
without loss before... rain stopped playl 


NOTES AND NOTICES 


Personal 
Messrs WILKINSON &, MELLOR, Chartered Ac- 
countants, of x Leadenhall Street, London, EC3, 
announce that Mr Беле F. LUETCHFORD, F.C.A., 
retired from the partnership as from August 31st, 
1956, to enable him to devote the whole of his time 
to a directorship. 

Messrs Leys & Brown, Chartered Accountants, 
announce that, as from September ist, 1956, they 
have. disposed of the St Neots portion of their 
practice, but will continue to practise from 5A 
Harpur Street, Bedford. 

Messrs WHITMARSH, STERLAND & Co, Chartered 
Accountants, of 7 All Saints Passage, Cambridge, 
announce that they have acquired the St Neots 
portion of the practice of Messrs Leys & Brown, 
Chartered Accountants. As from September 185 
1956, the practice will be carried on under the name 
of WHuHrTMARSH, STERLAND & Co, at High Street 
Chambers, St Neots, Hunts. 

Messrs Lowe, BiNGHAM & MarrHEWS, Chartered 
Accountants, of Alexandra House, Hong Keng, 
announce that Mr D. S. Ross, C.A., retired from the 
firm on September 25th, 1956. г 

Messrs RAWLINSON, GREAVES & MITCHELL, 
Chartered Accountants, of Netherwood Chambers, ІА 

Manor Row, Bradford, 1, annóunce that Mr L. E. A. 


HELLIWELL, A.C.A., has retired from the partnership 
as from August 31st, 1956, in order to take up a 
commercial appointment. The practice will be 
continued by the remaining partners. 

Messrs Gro. MACKENZIE & Co, Chartered Ac- 
countants, of Northern Trust Building, 28 Harrison 
Street, Johannesburg, announce that Mr РЕТЕК 
RricHarD CaNNON has been admitted to their Lusaka 
partnership and is resident and in charge of their 
office there. 

Messrs Deacon & Co, Chartered Accountants, of 
Lloyds Bank Chambers, Greyfriars Lane, Coventry, 
announce that they have taken into partnership Mr 
Каумокр W. May, ac.a., as from September rst, 
1956. Mr RoNarLD E. WEAVER, A.C.A., retired on 
August 31st, 1956. The name of the firm remains 
unchanged. 

Mr Комлір E. WEAVER, A.C.A., announces that he 
has retired from the firm of Deacon & Co, Chartered 
Accountants, "as from August 31st, 1956, and now 
práctises under his own name at Westminster Bank 
Chambers, Hertford Street, Coventry. 

Messrs WATSON, WADDINGTON & SHARP, Incor- 
porated Accountants, of Georgian House, Princes 
Street, Doncaster, Yorks; 72 Mary Street, Scun- 
thorpe, and High Street, Epworth, Lincs, announce 
that Mr Grorce M. Barr, .з.л.., who has been 
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sociated with the firm for a number of years, has 
een admitted into partnership. The name of the 
will remain unchanged. 

Messrs L. BENJAMIN & Co, Certified Accountants, 


T'AYLOR & Co, and their offices removed from 40-42 
Oxford Street, London, Wr, to 5-9 Wigmore Street, 
London, Wr. Telephone: Langham 8626-7. 


Professional Notes 


Mr A. N. Todd, a.c.a., chief accountant of the 
London Electricity Board, has been appointed 
deputy chairman of the board. 

Mr W. А. Harvey, B.COM., С.А., F.C.W.A., Е.С.1.5., 
who has been secretary of W. Symington & Co 
Ltd for the past five years, has been appointed to 
the board of the company. 

Mr W. H. Marsden, A.C.A., secretary and chief 
accountant of Venner Ltd and its subsidiary com- 
panies, bas been elected a director of the parent 
company as from September 1st, 1956. 

Mr W. S. B. Sampson, F.c.a., А.С.1.5., financial 
adviser to Mr Isaac Wolfson, chairman of The Great 
Universal Stores Ltd, has been appointed initially 
| to the staff of the International Bank for Reconstruc- 

tion and Development in Washington, D.C., for sub- 
sequent transfer to the International Finance Cor- 
poration, the new affiliate of the Bank. Mr Sampson 
was formerly a senior partner of the Brazilian firm 
of Messrs Deloitte, Plender, Griffiths & Co. 

Mr S. Russell Lang, F.c.a., of Sutton, Russell 
Lang & Co, Chartered Accountants, of London, has 
been elected a director of Pahi Plantations Ltd. 


'The Institute of Chartered Accountants 
in Ireland 


The next Preliminary, Intermediate and Final 
examinations of The Institute of Chartered Account- 
ants in Ireland will be held on November 2oth, 
21st, 22nd and 23rd, 1956, in Belfast and Dublin. 

Intending candidates should send in their applica- 
tions not later than October 8th, 1956. Forms of 
application can be obtained from the Secretary of the 
Institute, 7 Fitzwilliam Place, Dublin. 


Hospital Financial Officers’ Conference 
The annual conference of the Association of Chief 
Financial Officers in the Hospital Service in England 
and Wales is to be held on Friday, November gth, 
in the Connaught Rooms, London, УУС2. 

The conference will be divided into morning and 
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afternoon sessions which will be addressed by Mr 
C. W. Guillebaud on "The Guillebaud Report and 
after’, and by Mr François Lafitte who will speak as 
an independent observer. 


The Institute of Internal Auditors: 
London Chapter 
The first meeting in the 1956-57 programme of the 
London Chapter of The Institute of Internal 
Auditors will be held on September 19, at The 


"Kingsley Hotel, Bloomsbury Way, WC1, when Mr 


L. A. Hill, a.a.c.c.a., of Shell Petroleum, will speak 

on “Olive methods’. 

Other meetings will be held as follows: 

October roth, 6.30 p.m. 

"The responsibilities and functions of the Comptroller 
and Auditor-General’, by Mr W. J. Beach, director of 
audit, Office of Comptroller and Auditor-General, 

November 7th, 12.30 
"The potentialities o deron, by Mr D. W. Hoo 
M.A., A.C.A, chief organizing accountant, National 
Board. 

December Ist, 10 a.m. 

Day conference. 

January 2nd, 1957, 6.30 p.m. 

‘Requirements from internal audit’, by Mr E. H. 
Davison, A.C.A., chief accountant, Courtaulds Ltd. 

February 6th, 12.30 p.m. 

‘The internal auditor's contribution to Emi Mc by 
Mr H. W. Parker, A.C.A., director, Standard Telephones 
& Cables Ltd. 

March 6th, 6.30 p.m. 

'[s devolution of management control overdone?’ by 
Mr H. P. Barker, managing director, Parkinson & 
Cowan Ltd (Holding Company). 

April 3rd, 12.30 p.m. 

- 'Insurance', by Mr А. L. Watson, British Electricity 
Authority. 

May rst, 6.30 p.m. 
‘Engineering audit’, by Mr A. W. Smedley, head of 
engineering audit department, Rolls-Royce Ltd. 

June r2th, 6.30 p.m. 

Annual general meeting. 
The secretary of the Chapter is Mr J. Shannon, 

c/o Vitamins Ltd, Upper Mall, London, W6. Теје- 


phone: Riverside 5001. 


U. 5. Post Office Adopts Thirteen period 
Year 


For the fiscal year 1957, the United States Post Office 
Department has adopted a 'thirteen-period year’ for 
internal accounting and management purposes. 

By this step, the Post Office has become the first 
government department to use the uniform twenty- 
eight day accounting period. . 

Deputy Postmaster-General Maurice H. Stans 
explained in a statement published in the bulletin of 
instructions for postal employees that the change 
would improve the usefulness of accounts and permit 
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more accurate reporting. He added that the thirteen- 
period year 'facilitates comparisons of operating 
results since each accounting period will consist of 
twenty-eight days with the same number of Satur- 
days, Sundays, and weekdays in each’. 
he traditional government fiscal year ending 
June 30th, will continue to be observed for external 
reporting and annual budget purposes. 
The Journal of Accountancy, New York (August). 
[Mr Maurice H. Stans, C.P.A., served as President 
of the American Institute of Accountants in 1954—55. 
Before his appointment last year as Deputy Post- 
master-General, he had been a partner in the firm of 
Alexander Grant & Co, of Chicago. – Editor.] 


Business Efficiency Exhibition at 
Southampton 
The first Business Efficiency Exhibition to be 
arranged in the south of England since the war will 
be held at St Mary's Drill Hall, Southampton, on 
September 25th. Forty-eight firms are taking part 
in the exhibition which is being organized by the 
Office Appliance and Business Equipment Trad 
Association. , ~ 


Our Weekly Problem 

No, 134: CRACKERS IN SUMMER 
Charles Sidate accompanied Ivor to the last match 
of the cricket league in which each club played every 
other club. Ivor who had batted well in each innings 
was put on to get the last man out in the match 
against the M.D.D. which the Crackers won in the 
last over. 

At the end of the season the ‘No Balls’ Club had 
full points. ‘Few Graces’ scored no points but com- 
plained that as they lost the toss each time they never 
had first knock. On the county championship basis 
60 points were scored by the four teams in total. 
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The fourth innings. was only completed in tw 
matches, but two matches were won in an innings 
No match was abandoned without points, nor di 
any side follow on. 

Note. Win, 12 points. Lead on first innings o 


‘match drawn or lost, 4 points. Tie, 6 points each. 


How many points did the Crackers gatn? 
The answer will be published next week. 


ANSWER то Мо. 133: THe Penns Drop 
The ages were: Alan 6, Janet 5, David 4 and Roger 3. 
David took 43 + 32 = 91 


Janet , 5° +32 = 154 

Alan „p 43 + 5% = 189 Б 

Mr Sidate added 48 
480 


Mr Sidate therefore spent £2 on his grandchildren. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant ов SEPTEMBER 10TH, 1881 
Letter to the Editor entitled 
“OFFICIALISM” IN BANKRUPTCY 


Dear Srg,—I was glad to notice the leading article 
in your issue of the 3rd instant. 

The injury to creditors’ interests by "'centralisa- 
tion" and “‘officialism,” as described, is undoubtedly 
accurate. 

As manager of this association I have had to do with 
many cases in Ireland, and can testify that creditors 
wil put up with any statement di debtor as to 
bona fides and facts, and concur in almost any private 
arrangement, rather than face the difficulties and loss 
occasioned by the official arrangements under the 
Irish Bankruptcy Act. The same result in England 
may be anticipated, in probably a far worse form,— 
in the event of the proposed Bankruptcy Bill of last 
session ever becoming law, so far as our wholesale 
houses are concerned, whose debts are unsecured, and 
whose insolvent debtors' estates are generally from 
£500 to £2,000 liabilities, with “free” assets averaging 
25 to 40 per cent. In these cases dividends would 
probably decrease from shillings to pennies, and the 
time in settlement would be extended from months to 

ears. 
| There is room for а vast improvement in bankruptcy 
law, but not in the direction of “‘officialism.”’ 
Yours, &c., 
° WM. IZARD, 
Secretary and Manager Creditors’ 
Association of Wholesale Dealers. 
6 Arthur-st. East, E.C. 
Sept. 6, 1881. 
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WAGE ACCOUNTING 
BY ELECTRONIC COMPUTER 


UCH has been published in these pages about the 
M theory surrounding the application of scientific com- 
puters to the routines of accountancy. 

A detailed report entitled Wage Accounting by Electronic Com- 
puter, has now been produced by the National Physical Laboratory: 
it is the first of a series of reports to be published by a study group 
set up by the Department of Scientific and Industrial Research 
to study the application of computers to clerical functions, with 
particular reference to work in Government departments. 

This. group was formed in 1954, and consists of representatives 
of the Organization and Methods Division of H.M. Treasury, 
the National Physical "Laboratory as computer experts, and the 
Ministry of Pensions and National Insurance as potential users of 
computers. 

- The first investigation was carried out at the central office of 


. the Ministry of National Insurance in Newcastle, and the pro- 


cedures involved in the weekly wage accounting were chosen. 
This subject was selected because the weekly payroll is a regular 
routine which absorbs the time of thousands of clerks throughout 
the country. It holds out, therefore, the hope of being an activity 
in which an obvious saving of labour can be made. But it is hoped 
that this will not mislead people into thinking that computers 
are only useful for handling.large payroll problems. There are 
many other problems —such as inventory control, production 
planning and progress control — which by their sheer complexity 
and detail tend to defeat normal clerical processes. In such fields, 
the computer holds out hopes of solving problems which have 


` hitherto either not been tackled, or have been only, imperfectly 


solved. 

Since the main purpose of the investigation was to provide 
experience of the problems to be met, it was decided to assume 
from the outset that a particular computer — the Deuce, installed 
at the National Physical Laboratory — would be used. In addition, 
it was assumed that four magnetic tape readers of suitable design, 
together with a battery of six electric typewriters, would be 
available. In fact, these devices are not yet available and the 
Deuce, as installed at present, has only a comparatively slow input 
and output; but these additional devices should be available 
within two years:-In order to gain experience, it was also decided 
to perform as much of the work as possible on the computer, 
and the procedurés described show how the whole operation of 
‘sorting and marshalling the data for each man can be done 
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automatically, in addition to the actual computing 
of the wages and the recording of the results. 

Аз an introduction for those who have not 
studied the subject, the report contains a brief 
but clear description of the parts of a computer, 
and ‘what is meant by a fully automatic computer. 
This is followed by a description of the weekly 
wage procedures being used by the Ministry of 
Pensions when the investigation was made. In 
planning. this work for the computer, it was 
decided not to change the pay dates or the dates 
on which returns of. weekly information are 
received, 

~ The computer system to replace the present 


‘clerical procedures is described in subsequent 


séctions. of the report. Permanent basic infor- 
mation for each man is to be stored from week 
‘to week on magnetic tape; while any changes, or 
information relating to new employees, will be 
introduced ori punched cards with the weekly 
‘data. This new information will then be tratis- 
ferred to magnetic tape by the computer. The 
method of estimating the: time’ required each 
week to punch and verify the cards is set out in 
detail, and when the total costs of the installation 
are examined it is found that the costs of input 
preparation can be greater than the cost of the 
work done by the computer itself. 'The actual 
operations ‘of the computer are described in 
seven main steps, and each series of operations 
is shown diagrammatically with flow charts. 
This must be one of the first publications to 
deal with a specific application in such detail, and 
the method of systematically setting out the. flow 
of information so that it can be understood by 
programmers and others is instructive in itself. 
An estimate is made of the time required by the 
computer, and it is indicative of its great speed 


that it would take only one hour to sort and. 


compute the wages together with all deductions 
and summaries (such as coin analyses) for 3,400 
employees. One-third of this time would be 
occupied by feeding in the punched cards. The 
printing of the results would take a further 
7% hours on а bank of six electric typewriters. 
Some reassuring statements are made con- 
cerning the possibility of breakdown of she 
computer; and, provided that the proper testing 
and fault-finding routines are carried out, it has 
been found that over go per cent fault-free 
time can be expected from Deuce. Another point 
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which might worry auditors and others is the 
permanence of information stored on magnetic 
tape. But it is stated that almost the only chance 
of loss of a record stored in this way is by in- 
advertently writing new data on to tape already 
holding a record, and that this could be pre- 
vented with proper circuits. It is almost im- 
possible for demagnetization of tapes to occur 
while they are being stored, and a magnetized 
mark on a tape is stated to be as permanent as 
an ink mark on a piece of paper. 

The complexities of wage accounting will differ 
widely in different applications, but it is interest- 
ing that in this case even if the computer is 
used for only one hour each week to compute the 
wages, the cost would only be £16,190 a year as 
against the present cost of £12,700. If the com- 
puter were occupied on even a small amount of 
additional work, an overall saving would be made. 

The question now arises ag to' how far the 
results of this particular investigation can be 
applied to other similar problems. It is normally 
a long task to study a particular clerical function, 
and to decide how it could be performed on a 
computer and, if so, what the cost would be. 
ТЕ the cost is found to be too great, it means that 
time may have been wasted on the investigation. 
However,.experience elsewhere has shown that 
such a detailed investigation can often be turned 
to profit by the improvement of existing methods 
even though a computer is not installed. But to 
reduce the risk of such a possible waste of time it 
would seem that, using the results of this report, 
it should be possible to estimate, quite quickly 
the cost of preparing another payroll on Deuce 
and, therefore, the discussion as to how far the 
results of one payroll investigation can be applied 
to other payroll work is of great interest. 

The methods of application described in this 
report are set out so clearly that we feel sure that 
the report 45 a whole will be very helpful to 
those studying similar. problems. However, some 
parts of the report are, we feel, of general interest, 
and these are reproduced elsewhere in this issue. 
These parts deal with the estimated cost of using 
the proposed computer system, the application 
of computers to other payroll work, reliability, 
and the general conclusions of the report. The 
study group are to be congratulated on their work 
and we look forward to further reports in this 
series dealing with other computer applications. 
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PURCHASED LIFE ANNUITIES 
THE FINANCE ACT, 1956—1 


HE immense publicity given to the pro- 

visions for tax relief in respect of premiums 

paid to secure retirement annuities has 
somewhat obscured the significant changes 
wrought by the Finance Act, 1956, in the tax 
treatment of ‘purchased life annuities’. Section 27 
puts into effect the recommendations of the 
second Tucker Committee on this subject, con- 
tained in paragraph 503 of their report which 
reads as follows:! 

‘503. Our conclusion is that the arguments in 
favour of the splitting of purchased life annuities 
outweigh those against. it, and we therefore recom- 
mend that in the taxation of purchased life annui- 
ties, the part of each periodical annual payment 
representing the estimated capital content should 
be exemptéd from tax, and only the difference 
should constitute taxable income. In the case of 
purchased "annuities-certain", the present prac- 
tice under which they are not taxed on their capital 
content should be given statutory force. Neither 
of these recommendations extends to annuities 
purchased by a concern carrying on a trade, where 
the purchase of those annuities forms part of the 
trade and where the cost of their acquisition 
consequently falls to be treated as a trade expense. 
Nor do they extend to'annuities becoming payable 
as the result of the operation of any of the types 
of pension scheme dealt with in the earlier chapters 
of this Report.’ 

For many people who are self-employed or in 
non-pensionable employment, the balance of 
advantage lies not in a deferred annuity contract 
of the type now qualifying for the new relief, 
but in an endowment policy which will provide 
on maturity a capital sum out of -which an 
immediate annuity can be purchased. True, the 
premiums on the policy will not be deductible 
from taxable income, but a substantial amount of 
life insurance relief can be claimed, the interest 
element in sum assured is not fully taxed, and 
the annuity will be taxed only on the non-capital 
element. Moreover, unlike the much publicized 

_ pension annuity contract, the endowment policy 
soon acquires a substantial intrinsic value. Mqney 
can be raised on it to assist house purchase or 
meet an emergency, and to be repaid later or 
deducted from the proceeds of the policy on 
maturity. Interest paid on that ВЕЕ is’ paid 
1 Ста. 9063. 


under deduction of tax and in most cases is also 
deductible for surtax purposes. A with-profits 
endowment policy may grow rapidly in value 
and will to some extent offset subsequent infla- 
tionary tendencies which so often in the past 
have rendered provision for old age inadequate. 


This will be particularly so where the fund 


into which the premiums are paid is invested to 
a substantial extent in equity shares. 

„As a further encouragement to the purchase 
of life annuities, Section 38 (1) of the Act grants 
substantial stamp duty concessions. Normally 
hitherto, a purchased life annuity has attracted 
stamp duty at 2 per cent of the purchase price 


(Stamp Act, 1891, Section бо). If it did not fall 


within Section бо, the annuity normally attracted 
stamp duty at 55 per £5. Under Section 38 (1) 
it will attract the special reduced rate anes in 
favour of ‘ superannuation annuities’. 

‘Life annuity’ is defined in Section 27 (but not 
in Section 38) as 

‘an annuity payable for a term ending with (or at 

a time ascertainable only by reference to) the 

end of a human life, whether or not there is pro- 

vision for the annuity to end during the life on 
the expiration of a fixed term or on the happening 
of any event or otherwise, or to continue after the 
end of the life in particular circumstances’. 

(Section 27 (7).) - 

The word ‘purchased’, in the expression ‘pur- 
chased life annuities’, is given, both in Section 
27 (7) and Section 38 (6), а meaning at once 
wider and narrower than its ordinary meaning. 
In the first place, the annuity need not be pur- 


‘chased for a money price, it is sufficient if 


money's worth is given. In the second place, 
only annuities granted in the ordinary course of 
a business of granting annuities on human life 
will qualify. 

This restriction is панк to ensure that 
sums paid to secure an annuity and not returned 
to the payer will bear tax in the hands of the 
recipient. Otherwise it would be open to two 
pepple to sell an annuity to each other, as a tax 
avoidance device. Where- under a partnership 
agreement a retiring partner gives up his share 
in the partnership in return for a life md 


.the relief will not apply. 
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The definition cof. ‘purchased: life annuity’ is 


in effect further cut dowr by Section 27 (8) which : 
takes out of the section several kinds of annuities 


which might quietum qualify. Thus, where the 
annuity 
(а) is diy ЕВР (under existing =o 
partly capital; or 
(b) was provided for wholly or partly out of 
‘contributions which qualified: for relief 
under Section 23 of the Act, or under 
Section 225 of the Income T'ax Act, 1952; or 
(c) was purchased in pursuance of a direction 
in a will or to provide an annuity payable 
"under a will or settlement, out of me estate 
7 ‘or settled fund; ot / 
91 is purchaséd — - l 
(1) in connection with a: — super- 
: ' annuation scheme or a scheme approved 
= under Section 23; ог - 
(ii) in recognition of service in an office or 
. : employment, . 
it does: not qualify for relief under Section 27, 
even though it constitutes а Beet life annuity 
(Section 27 (8). ` VES 
Exclusions (b) an (d) give effect to the general 
:principle ‘propounded’ by the second Tucker 
Committee that where the ‘build-up’ of an 
“annuity is exempted, the annuity itself should 
be taxed in full. However, the special form of 
‘life insurance’ relief granted under Section 225 
-hardly amounts to exemption. Exclusion (c) pre- 


sumably arises from the view that an annuitant 


who receives his annuity as a gift cannot complain 
if it 18 taxed in full. No doubt this discrimination 
will be borne in mind when future wills and 
settlements are drafted. The word ‘settlement’ is 
not defined: presumably the law and practice 
relating to the interpretation of the same word 
in the Stamp Act, 1891, is intended to be applied. 
Broadly speaking, there is a settlement when a 
fund or other property is held for different 
persons in succession. 

The method of arriving at the capital element 
in a purchased life annuity is naturally somewhat 
complicated. In the ordinary case of an annuity 
whose term and amount are dependent entirely 
on the duration of human life, its actuarial value 
is to be ascertained as at the date when the.first 
payment begins to accrue (Section 27 (3) (с)). 
"Ihe valuation is to be by reference to the pre- 
scribed mortality tables, ie no regard is to be 
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paid to the actual state of health of the person 
whose life has been adopted. The tables pre- 


'scribed by the Inland Revenue pursuant to Sec- 


tion 28 (3) are those published in 1953 by the 


‘Cambridge University Press for the Institute 
'of Actuaries and the Faculty of Actuaries and 
‘called The a(55) Tables for -Annuitants. For 


ages not covered by these tables, the Government 


‘Actuary is to assess the value (The Income Tax 


(Purchased Life Aniuities) Regulations, 1956, 


'S.I. 1956, No. 1230). 


: Having determined this sociata value, it is 


-then necessary to compare with it the value of 


the consideration given for the annuity. Тће 
proportion which this consideration bears to the 


"actuarial value is the proportion of the annuity 
“payments which is to be treated as capital. This 


proportion is constant throughout the life of the 
annuity; the Committee considered it impractic- 


‘able to have a varying рторогноћ (Section: 27 


(2) (b). 

Where the annuity is not entirely dependent 
on the duration of human life, e.g. where there | 
is provision for continuance for a fixed period 
after death, or for an apgregate maximum, then 
the capital proportion is to be such an amount 


fas may be just’, having regard to the provisions 


applying to normal annuities and the con- 
tingencies affecting the annuity. Presumably the 
intention here also is-to disregard the precise 
state of health of the person whose life is adopted, 
but whether the section achieves that result is 


Ђу no means clear. Ап annuitant in poor health 


might well contend for a low value for his 
annuity, with a. correspondingly higher capital 
proportion. 

Some possible difficulties about arriving at the 
precise value of the consideration given for an 
annuity are provided by Section 27 (3) (a) (b). 
A single consideration given both for an annuity 
and something else is to be apportioned ‘as 
appears just’ — taking into account any right to 
repayment of part of the consideration. If ‘it 
appears' that the consideration purporting to be 
given for an annuity has affected, or been affected 
bye the consideration given for some other 
matter, the two separate considerations are to 
be aggregated and then apportioned, again ‘as 
appegrs just’ (Section 27. (3) (b)). These pro- 


-visions are broadly to the same effect as the prac- 


tice which has long been observed in relation to 
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the assessment of ad valorem conveyance duty. 
It is worth noting here that Section 28 (5) 
imposes a penalty of £500 on persons who 
knowingly make a false statement or false repre- 
sentation in order to obtain relief under Part ПІ 
of the Act, for himself or someone else. 

The procedure for claiming the application 
of Section 27 to a particular annuity is laid down 
by The Income Tax (Purchased Life Annuities) 
Regulations, 1956. The payee must apply in 
writing to his Inspector of Taxes, giving a num- 
ber of particulars for identifying the annuity and 
assisting a decision as to whether it is excluded 
from the section or not. On his part, the Inspector 
may require further particulars from the payer: 
he has a wide discretion to ask whatever questions 
appear to him to be relevant. The Inspector 
then makes an ‘original determination’ of whether 
the annuity is a purchased life annuity and, if 
so, what is the capital proportion. He notifies 
the payee, and also the payer unless the annuity 
is payable in full without deduction of tax. 

The original determination is conclusive as 
between payer and payee, but the latter has the 
usual right of appeal, within twenty-one days. If 
the appeal is not settled by an agreement, it is 
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to be heard by the Special Commissioners. Thére 
is also provision ог. either раусе or Inspector 
to attack an original or revised determination 
subsequently, when roughly the same procedure 
is followed. If, owing to the revision of a de- 
termination, tax’ proves to have been оуег- 
deducted, the Inland Revenue is to repay it to 
the payee. Under-deductions are to be recovered 
by Case VI assessment. 

The person paying a purchased life annuity for 
which a capital proportion has been determined, 
will to that extent be precluded from exercising 
the right to deduct tax which he would otherwise 
have had. Provided he is still carrying on the 
business of granting annuities on human life, he 
will be allowed to set off against his tax liability 
the amount of tax which he would have been able 
to deduct from the annuity 4 Section 27 had 
not been passed. 

‘A body of persons carrying o on the business’ of 
granting life annuities, or of issuing insurance 
policies, may in certain circumstances enter into 
an agreement with the Inland Revenue under 
which the contracts for payment, and the policies, 
may Бе issued unstamped, the body of. persons 
accounting for the stamp duty at regular intervals. 


DIRECTORS’ NEGLIGENCE 
SHAREHOLDER’S RIGHT TO SUE 
by S. D. TEMKIN, M.A., LL.B. ` 


2 All E. Е. 518), decided by Mr Justice 
Danckwerts on May 14th, 1956, the plaintiff 
brought an action in respect of the alleged negli- 
gence of the directors of Tunnel Asbestos Cement 
Co Ltd, in selling an asbestos mine for about 
£182,000 which the plaintiff alleged to be worth 
somewhere in the neighbourhood of ХІ million. 
The capital of the company consisted of 600,000 
ordinary shares of 105 each and the same number 
of deferred shares of 1s each. The plaintiff was a 
holder of deferred shares only, and these did 
not confer the right to receive notjces of, or to 
attend or vote at general meetings of the company. 
In fact, the majority of both classes of shares 
was owned by another company, the Tunnel 
Portland Cement Co, and the boards of uri two 
companies were interlbcked. 
The plaintiff alleged that the conduct ot the 
directors in effecting sale was grossly negligent 


Е Pavlides v. Fensen and Others ([1956] 


because it was at an undervalue, but he did not 
allege fraud or that the sale was ultra vires the 
company. 

The action failed on a preliminary point of law, 
that is, without the allegations of negligence 
having been gone into in detail, and the case 
illustrates once more the narrowness of the 
opening which the Courts leave for shareholders 
who are minded to use litigation as the means of 
seeking redress for their grievances against the 
companies of which they are members. 


The Basic Principle 
Mr Justice Danckwerts referred to the state- 
ments of the law laid down by Lord Davey in 
Burland v. Earle ([1902] A.C. 83): 

• fi) The Court will not interfere with the in- 
ternal management of companies acting 
within their powers and in fact has no ` 
jurisdiction tô do во; . 


254 


(ii) In order to redress a wrong done to the 
company or to recover moneys or damages 
alleged to be due to the company, the 
action should prima facie be brought by 

- the company itself; 

2 Unless otherwise provided by the regu- 

_lations of the company, a shareholder is 
not debarred from voting or using his 
voting power to carry a resolution by the 
simple circumstance of his having a 
particular interest in the subject-matter of 
his vote. 

The clarity with which these principles are 
stated is admirable; yet this branch of the law has 
been complicated by the engrafting on these 
principles of a considerable and often confusing 
body of exegesis. 


Directors’ Powers 
The first of the three principles must be 
considered in the light of the fact that companies 
usually take power to dispose of the whole or any 
part.of their assets and undertakings; and that 
their articles of association invariably (see e.g. 
Reg.. 80 of Table A) confer upon the directors 
full powers of management, including all powers 
as are not by the Companies Act, or by the articles 
required to be exercised by a general meeting, 
and, presumably, the Tunnel Asbestos Cement 
Co Ltd was regulated in this way. 

Even if there has been some breach of the 

articles, e.g. the act complained of is not ultra 
vires the company but is ultra vires the directors, 
then the Court is reluctant to intervene. If it is 
within the power of the majority to ratify the act 
complained of, then there would be no purpose in 
issuing an injunction at the instance of a single 
shareholder or of the minority to restrain the 
act, if the only result of so doing would be for a 
general meeting to be called to regularize it. 
If the majority asked the Court for an injunction, 
then presumably it would be granted since by 
applying for the injunction they have shown their 
disinclination to ratify the act. ; 
· In Pavlides v. Jensen, the plaintiff, as we have 
seen, had no voting rights. Hence he could not 
take steps to assert his claim in any internal 
forum; but apparently Mr Justice Danckwerts 
did not regard this as being grounds for entitling 
him to seek the assistance of the Court. The 
point may be worth remembering since it is a 
· feature of many ‘take-over’ bids that the pûr- 
chaser gives his own non-voting shares* in 
exchange for shares in the company that is 
acquired. 

'The second ptinciple — that it is the company 
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itself which must sue to redress a wrong done to 
it — was also,to the fore in Pavlides v. Jensen. 


Split Personalities 

We have to disengage the separate personalities 
which to the layman aré often inseparable in 
company affairs. The company may be dominated 
by one director-member but the law distinguishes 
it from that director and again distinguishes the 
person concerned in his capacity as director from 
the same person in his capacity as a member. If 
the directors of a company run the business 
negligently or commit a fraud, then it is the 
company which has suffered the wrong, not the in- 
dividual shareholders. The principle that the com- 
pany must sue to redress that wrong is 
qualified by the term prima facie, for the rule is 
subject to important exceptions. Where the 
acts complained of are of a fraudulent character 
or are beyond the powers of the company and 
the alleged wrongdoers themselves hold and 
control the majority of the shares in the company 
and will not permit.an action to be brought in the 
company’s name, then the minority may sue. 

This is a matter of procedure, and the plaintiff 
can have no larger right than the company itself 
would have if suing. The minority cannot sue in 
respect of a mere irregularity or informality 
which the majority can ratify. Memoranda of 
association are drafted so widely that it must 
rarely occur that a minority even has to consider 
the necessity of taking action in respect of an 
act ultra vires the company. Human nature, 
however, cannot be tailored by the skill of the 
draftsman, and there are several cases illustrating 
what is fraud on a company. But in Pavlides v. 
Jensen the plaintiff did not allege fraud, and 
mere negligence, even had it been proved, was 
not enough to warrant the Court’s intervention. 

But the plaintiff also placed reliance on some 
general words which Sir George Jessel had used 
in Russell v. Wakefield Waterworks ((1875) 
L.R. 20 Eq., at page 482): 

“The rule,is a general one but it does not apply 
to any case where the interests of justice require 
the rule to be dispensed with.’ 

A key of that shape could unlock many doors, 
but Mr Justice Danckwerts was disinclined ‘to 
use it. For the time being, this case will stand as 
one further discouragement to the minority 
shareholder to invoke the help of the Courts. 
That does not mean, however, that in the future 
somesother Court may nôt decide that it is Sir 
George Jessel’s dictum which provides the grand 
Purse ori which to proceed. 
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SUMMER COURSE SCENE 


by DEREK С. BEE, F.C.A. 


The tenth annual summer course of The Institute of Chartered Accountants in 

England and Wales concluded at Christ Church, Oxford, last Tuesday, and a report 

of its proceedings appears on another page. The occasion is also appropriate, we 

feel, for the pablication of the following article, in which a member of the course 
so aptly describes the summer course scene. 


HE annual summer course at Christ 

Church of The Institute of Chartered 

Accountants in England and Wales has 
become an institution; and like most institutions 
it is acquiring its traditions, the majority of 
which, not unexpectedly, are connected with 
Christ Church and Oxford as much as with the 
Institute and professional life. The college 
casts its spell upon those who are attending the 
course for the first time within a few hours of 
their arrival, and upon those who have been 
before even as they converge upon Oxford from 
all parts of the country. Such things as pin 
stripes, telephones, secretaries and office hours 
are forgotten, their places being taken by the 
mellowness of Christ Church and the com- 
panionship of men quite unlike the slightly 
austere beings they were a few hours earlier. 
Even the Institute staff is affected; the pre- 
course instructions - Members will assemble’, 
‘Off-duty dress will be worn’, ‘Members will 
find it useful to have with them a small electric 
torch’ – give way to an informal greeting when 
one calls at the office in Tom Quad to be 
decorated with the lapel pin bearing one’s 
name. The fact that the name-plates usually 
cannot be read without more than a casual 
look does not really matter, for nobody minds 
being met with an exploratory peer before 
the conventional greeting. 


The College Rooms 
Before taking tea in the Junior Common Room, 
there is one’s room to be found and contact to 
be made with the scout. The head porter at 
Tom Gate will give directions to new-comers; 
the more experienced, who are to be accom- 
modated on the staircases in Canterbury and 
Peckwater Quads, will have come in by the Canter- 
bury Gate, instead of from Tom Quad, past ће 
memorial to the unloved Dr Fell. (Some who were 
legs experienced than they imagined will have 
arrived at 7.1 p.m. to find the Canterbury Gate 
shut.) Without exception all the rooms are 2 joy. 
Whether the sitting-rooms overlook Tom or 
Peckwater Quads, the Meadows, pr from the 


‘Old Library’ , the Cathedral Cloisters, there 
is an air of tranquility that is seldom met nowa- 
days. How fortunate are the undergraduates who 
occupy these rooms during term time, and how 
privileged are we to be allowed their use, if only 
for a few days. 

' The small bedroom, in most cases opening off 
the sitting-room, may be somewhat monastic 
but it is comfortable enough and adequate for its 
purpose. A worthy gentleman who attended a 
conference at another Oxford college and who 
later complained about the standard of his 
accommodation, can have had no sense of the 
fitness of things. A centrally-heated boudoir 
would be quite out of place in surroundings 
like these. It is, in fact, a pleasant feature of the 
course to be able to stop on the journey across 
the quad to or from one's morning bath, to pass 
the time of the day with other figures in dressing 
gowns, and who may possibly be bearing open 
umbrellas if the weather is unfavourable. 


Discussion Groups 

The scout having been briefed regarding morn- 
ing tea and newspapers (and in the nature of 
things some are more helpful than others in this 
respect), tea having been taken and acquaintances 
made or renewed, there come the first meetings 
of the groups to which all members of the course 
are assigned. Each group consists of about twenty 
members, carefully arranged to contain a cross- 
section of the profession. 

АП the members are young – in outlook at any 
rate — although some are less young than others 
in years. Some are partners in international firms, 
some are chief accountants to large companies, 
some come from overseas appointments; others 
are representative of that mythical figure, the 
average member of the Institute, whether in 
industry, in practice or employed in the profes- 
sion. No matter what their positions elsewhere 
may, be, they are all members of the group on 
level terms, and no greater part is played in the 
discussions by the eminent than by the more 
lowly. 

The success of a group, and of its discussions, 
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is dependent very largely on the group leader 
who is appointed in advance by the Summer 
Course Committee. He has a difficult job. to do. 
A good group leader, having established contact 
with and between the.members of his group, 
will follow the example of the conductor of an 
orchestra and let others make the noise while 
keeping them fully under his control. A leader 
who talks too much himself is no more good to 
his group than one who allows the-over-talkative 
mersber to а the Нов ; 


Informality 


Groups and group leaders smack of formality, 
but there is none. Only very occasionally can one 
feel. the influence. of the Institute's ‘instructions 
to group leaders’ creeping in and it is a pity, in 

some ways, that it has been necessary to resort to 
standardization even in so small a manner. In the 
earlier. courses there was a marked difference in 


character between each group. The procedure ` 


arid timing were not always the same but rather 
formed themselves according -to the individual 
character of the leader and the members of the 
group. i 

It is at group meetings where the work is done 
and where, in the view of many, the main benefits 
of the course lie. The papers – admirable as they 
all are – are only the starting off points for dis- 
cussion and it matters little whether the subject 
is of interest to a particular member or not. If 
the group as a whole has no worth-while views to 
express on.a paper, other subjects will be brought 
up and views exchanged to the interest and 
enlightenment, and sometimes the amusement, 
ofall. ` 

So the course starts and the pattern is set for 
the days that follow. Papers are read, discussions 
take place іп groups and individually. А drink 
in one's room before dinner is offered, and 
individual problems are brought out; pet theories 
are advanced and turned down. A casual meeting 
. with a member of another group, an acquaintance 
from a previous course or a member of the 
Council, takes place (perhaps at midnight) in a 
quadrangle and maybe an hour is passed dis- 
‘cussing yet another point of view. One can 
always find someone to agree or disagree with, 
according to one's mood. А practitioner who is 
tired of auditing and income tax may legrn 
something of electronic accounting from, an 
expert; a chief-accountant will tell an auditor “of 
the disruption caused by audit staffs; an overseas 
member may exchange details of, perhaps, the 
taxation of ‘Turkish army officers for an outline 
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of accountant's work-in-progress records. The 


` coffee houses and inns of Oxford hear many a 


discussion on subjects quite foreign to them. 


Recreation 


‘Each afternoon is free for recreation, visits to 


works and places of interest or even for relaxa- 
tion. One may punt or be punted on the river, 
play golf, tennis or squash. One may look round 
the other colleges, visit the Bodleian Library or 
browse round the antique shops of the city. А 
change from accountancy 18 essential in order to 
return refreshed to the evening sessions. 

A feature of each course is the guest-night 
dinner when officials of the College and of the 
University as well as visiting members of the 
Council of the Institute: and others, are enter- 
tained. It is difficult to imagine a more splendid 
sight than the famous: Hall of Christ Church 
with the silver gleaming on the long oak tables 
in the light of shaded lamps, the brilliant hoods 
of the University guests at High Table and the 
wonderful gallery of pictures on the walls. Many 
people, famous in history, have dined in this 
Hall, and by no means the least interesting part 
of the course is the introductory talk given by 
one of the College officials on the day the course 
assembles. 

'The speeches of the guests are a Joy. to bear 
and the occasion is one that will live in the 
memories of all who have been privileged to 
attend. Тће proceedings after dinner vary accord- 
ing to individual inclination. Suffice it to say 
that many members of the course are able to 
revive memories of other guest nights on other 
occasions in other places. 


Amusing Highlights 
Nearly every course has produced one par- 
ticularly important topic upon which discussion 
has centred and there has usually been a high- 
light of a.less serious sort. There were the years 
when ‘Senor’ Cochrane of the U.S.A. told us tales 
of his experiences in South America; when a 
well-known Mancunian turned up to breakfast 
in Tyrolean shorts; when the first impromptu con- 
cert took place after guest-night dinner; or when 
a long discussion took place on the Library steps 
as to the duttes of an auditor in connection with 
inventories with particular reference to diamonds 
(there was an American guest again that year). 


The Council’s Initiative 


Apaft from the setting aside of Sunday morning 
to allow members to attend service in the 
Cathedral which uniquely, it is believed, is a part 


September 15th, 1956 


of the College, the programme of papers and 
discussions continues from the time of assembly. 
on Thursday to Tuesday lunch-time when the 
course finishes. That these courses should now 
have been held for ten successive years is a 
tribute to the initiative of the Council of the 
Institute in taking note of the success of the post- 


war refresher courses for members released from: 


H.M. Forces and starting the annual courses in 
their present form, and to the ability and en- 
thusiasm of succeeding chairmen and members 
of the Summer Course Committee. They have 
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brought the more enthusiastic members of the 
profession into closer touch with each other than 
ever before; they have demonstrated to the 
ordinary mejnbers something of what their Insti- 
tute is trying to do for them and they have given 
members thé opportunity of meeting, on in- 
formal terms, the mémbers of the Council who 
for the time being lead the profession. They may 
even have given those members of the Council an 
insight into, or perhaps a reminder of, the lives 
and problems of the lesser members of the 
profession. l 


WEEKLY- NOTES 


Summer Course at Oxford 


We have pleasure in presenting as a supplement to 
this issue, a photograph of some personalities who 
attended the tenth summer course of The Institute 
of Chartered Accountants in England and Wales at 
Christ Church, Oxford, which ended last Tuesday. 

The course once again proved a complete success 
and the Summer Course Committee, under the 
chairmanship of Mr W. L. Barrows, F.C.A., are to be 
congratulated on the excellence of the arrangements. 
An article on the ‘Summer course scene’, by a mem- 
ber of the course, is published in this issue, and a 
réport of the proceedings appears on another page; in 
subsequent issues we hope to reproduce the three 
papers which were presented. 


'The Society's Cambridge Course . 


The annual residential course of The Society of 
Incorporated ‘Accountants commences at Gonville 
and Caius College, Cambridge, next Thursday 
evening and continues until Tuesday morning, 
September 25th. 

Six papers are being presented and the subjects 
and speakers are as follows: 


Friday morning: “The reconstruction of companies’, 

by Professor G. A. Grove, LL.M. 

afternoon: ‘Some aspects of business 
decisions’, by Professor C. F. Carter, M.A., 
Queen’s University, Belfast. 

Saturday morning: "The application of electronics to 

: accounting’ (a discussion led by Mr T. R. 
Thompson, M.A., B.C; Mr D. W. Hooper, 

, MLA, ACA, and Mr W. W. Fea, B.A., A.C.A.). 

Saturday evening: "l'he contribution of accounting 
to business POET by Mr W. F. Edwards, 
F.S.A.A. 

Monday morning : "Valuation of shares of private 
companies for estate duty purposes', by Mr Ј. A. 
Jackson, F.C.A., F.S.A.A. 

Monday afternoon: “The Finance Act, 
Mr J. S. Heaton, F.S.A.A. 


On Sunday morning a service will be héld in 
Caius College Chapel arid in the evehing the Rev. 
J. S. Bezzant, Dean of St John's. College, will give 
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an address on “Theories of бе "There will also be а 
discussion on problems of professional ethics and 
etiquette on Friday evening, led by members of the 
Course Committee, while on Monday evening a 
guest night dinner will be held, presided over by 
Sir Richard Yeabsley, С.В.Е., Е.С.А., F.S. AA, President 
of the Society. | 


What is ‘Book Value’ ? 

mi its third bulletin, recently issued, the Committee of 
Terminology of the American Institute of Account- 
ants makes war on the phrase ‘book value’. It points 
öut that the term refers to amounts contained in 
accounting records and financial statements but that 
it does not indicate the basis on which the value of an 
item so described is arrived at. In fact, where applied 
to individual items, the words ‘book value’ are 
generally intended to signify the amount at which 
that item is stated in accordance with the accounting 
principles relating to it. The committee recommends 
that, to save confusion, the term should be avoided 
and that, instead, the appropriate specific phrase, 
such as ‘cost, less depreciation’, or ‘lower of cost or 
market value’, should be used. 

. The committee recognizes that ‘book value’ is also 
used in partnership agreements, contracts for the 
sale of a business or business interest and in wills and 
“trusts to denote amounts which signify capital stock 
or net assets. In these instances, the committee again 
suggests that the phrase should not be used and that 
any agreement ‘involving the general concept of book 
value’ should be detailed and specific as to the basis 
of value of the constituent items making up the total. 


International Finance Corporation Policy 
A booklet has now been prepared by the Inter- 
national Finance Corporation on its operating 
policies and procedures. It will be recalled that 
I.E.C. was formed in July 1956, with an authorized 
capital of U.S. $100 million of which $78-4 million 
has to date (the date of the booklet) been subscribed 
by. thirty-two countries. I.F.C. is authorized to 
borrow by selling its own bonds but it does not 
expect to do this in its edrly years. In consequence, its 
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funds for the time being available for investment аге 
its subscribed capital. ТЕ aims to further economic 
development, especially in the less developed areas, 
by investing in productive private enterprise in 
association with private investors but without 
Government guarantee, by serving as a clearing 
house to bring together investment and experienced 
management and by helping to stimulate the invest- 
ment of private capital. 

Enterprises financed by I.F.C. must be located in a 
member country, including a dependent territory. 
ТЕ will not usually make investments in the more 
highly industrialized countries in its early years. In 
every case it must be satisfied that private investors 
are contributing out of their own resources as large a 
proportion of the necessary funds as can be reason- 
ably expected. Ordinarily this will mean more than 
50 per cent of the capital required. The lower 
limits of LF.C.s interest will be an enterprise 
requiring about $500,000 and an I.F.C. participation 
of at least $100,000. Мо upper limit has at present 
been fixed, but the Corporation looks forward to a 
substantial number of moderate-sized investments 
rather than а few large ones. At first, I.F.C. will 
prefer predominantly industrial ventures and it will 
not be interested in social expenditure as such or 
public utilities. 

Т.Е.С. is authorized to invest in any form it thinks 
appropriate provided it does not invest in capital 
stocks or shares. Thus, I.F.C. investments will take 
the form of loans but they will not usually be 
conventional fixed interest loans. Since the Cor- 
poration hopes to revolve its funds by the sale of 
investments it will be interested in holding securities 
or contractual rights which can be re-sold to private 
investors. Wherever practicable, it will wish to 
obtain convertible debentures, subscription warrants, 
or some other form of rights to obtain capital shares 
or stock, for although such rights cannot be exercised 
by LF.C. itself (except to protect an investment in 
jeopardy) they can be sold to and exercised by a 
purchaser. In this way LF.C. can make capital 
gains. Other particulars t the I.F.C.’s policy can be 
found in the booklet issued from its offices in Paris 
and Washington. 


Capital Spending by Industry 
'There are now definite indications that the volume of 
industrial building will fall off early next year. 
When it occurs, it is possible that the recent upward 
trend in capital investment by industry will change, 
a development which might have important infla- 
tionary significance for 1957. 

The latest hint that this is likely to occur comes 
from the provisional estimates, published last week by 
the Board of Trade, of industry's probable investment 
programme for next year. Total spending is likely 
to fall by about r per cent. An increase of about 
г per cent in the outlay of plant, machinery and 
vehicles is likely to be offset by a fall of 9 per cent in 
expenditure on factory building. ТЕ is noticeable that 
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further capital outlay by shipping companies 18 
expected, a reflection of the large tanker building 
programme which is now in hand. 

These provisional estimates have been compiled 
from about two-thirds of the 600 companies forming 
the regular sample inquiry. This was something of a 
snap sample following a meeting between the 
Federation of British Industries and the Board of 
Trade in March, when the effect of the various 


. deflationary measures was proving particularly 


difficult to assess. It would not be surprising if the 
preliminary results have to be modified to some extent, 
for companies do not usually put together their capital 
investment programme in the late spring and early 
summer of the year. Nevertheless, it will be surprising 
if the general picture they offer is reversed, for the 
quarterly figures of industrial building projects 
approved by the Board of Trade have been showing 
the same downward tendency and it is known that 
the larger accumulation of building licences approved 
and now in hand was a major factor in the inflationary 
pressure experienced in 1955. 


• 
Debt Agreement with Argentina 


Agreement has been reached in principle for the 
repayment by Argentina of £25 million of commercial 
and Government debts. It appears that the details 
will be worked out later when the Argentine mission 
concerned has concluded its discussions in Western 
Germany, France and Italy. The opportunity has 
also been taken to examine the effects on the trading 


. policy of both countries of Argentina’s new multi- 


lateral trade system and payments procedure arranged 
in Paris between herself and eleven European 
countries. The final details of Argentina’s repayment 
to this country await arrangements being made 
between Argentina and her other creditors. 

There seems to be some hope of progress on 
blocked remittances of British investments in 
Argentina. It appears that the initiative is likely to 
come from Buenos Aires and a statement is expected 
from the Argentine capital rather than from the 
mission at present in Europe. There seems to have 
been at least a cordial exchange of views on the 
question of expropriated British properties in 
Argentina although the mission has pointed out that 
this question was not within its own terms of 
reference. 

Satisfactory’ as the atmosphere of these talks has 
been, they have taken place against a background of 
critical economic conditions in Argentina. Failure of 
the discussions in Buenos Aires to secure the revision 
of wage rates „following on the, expiry of collective 
agreements made in 1954 із bound to foster in- 

stability. The critical moment cannot be far off when 
the Argentine Government faces its strongest chal- 
lenge to the policy of deflation which has recently 
been pursued. With the best will in the world, that 
counfry will not be able to balance its external 
account and honour its debts if inflation gets out of 
hand as it did in the recent days of President Peron. 
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FINANCE AND COMMERCE · 


With no relief from the pressure of political and 
economic events the stock-markets remain inactive 
and sluggish. One of the few encouraging factors is 
the absence of any heavy selling pressure. Prices are 
being marked back more because of the absence of 
support rather than the appearance of any strong 
pressure to sell Any relief from present adverse 
conditions, therefore, could be reflected in a sharp 
upturn in values but until there is some sign of a 
marked improvement in economic conditions the 
basis for any rally can hardly be firmly established. 
Uncertainty, it seems, must continue for some time 
ahead. 


Provisional Accounts 


We reprint this week the accounts issued by the 
directors of Robinson & Cleaver Ltd (incorporated 
in Northern Ireland but known particularly for its 
‘Linen Hall’ jn Regent Street, London) only fifteen 
days after the close of the accounting period on July 


31st. The accounts, it should be noted, are provisional. 


and subject to audit, but are backed by the board's 
opinion that they give a true and fair view of the 
state of the group's affairs. 

"The position disclosed’, the board states, ‘is one 
which has been arrived at after months of carefully 
considered planning by the directors. It has in no 
way been affected by Messrs Henry Ansbacher & 
Company's bid on behalf of City Centre Properties 
Ltd and in the normal course would have been 
published next October in the report of the directors, 
statement of accounts and chairman's statement’. 

The Ansbacher bid of £5 per £1 share, less the 
final dividend, has since been made unconditional. 
The whole story of the bid, which has been freely 
reported in the Press, is too long to set out in this 
column. One cannot help marvelling, however, how 
expansive a board can become when faced with the 
competition of a bid for a company's shares, especi- 
ally when they describe the bid as ‘totally inadequate’ 
and insist that their administration is best for a 
company's shareholders. 


Higher Dividend , 


In this case the final dividend has been raised from 
20 per cent to 35 per cent with the total distribution 
up to 40 per cent from 25 per cent and the board 
points out that the final dividend, egual to 75 per 
share gross, will go to the bidders and*not to present 
holders if they accept the bid. 

The provisional accounts disclose the result of a 
property valuation, which is adopted in the balance 
sheet, and which has produced a property reserve of 
£975,768. The directors say that when they "indi- 
cated in a statement on July 14th that the company 
had adequate reserves, the approximate amount of 


those reserves, as now disclosed, had been known to 
the board since January 1956. The adequacy of the 
reserves was one of the points in the bid argument. 
Another disclosure that has come out in the argument 
is that the Crown lease of the company's рое 
had been sold last Јапџагу. 


Air Fares Up 


A warning in the British European Airways’ report 
that ‘it may eventually become necessary to make 
some upward adjustment in fares to improve the 
economics of the domestic routes’ has been quickly 
put into action. Readers who travel by air between 
London and the north will find it now costs more. 
This is not surprising as one reads the eighty-eight 
pages of report, accounts and statistics for 1955-56. 
Travellers on the domestic lines have been subsidized 
by those on the international runs. 

The statistics show a rate per passenger mile on 
the domestic routes of 4-838d, а reduction of 2:2 per 
cent in the last five years. On the international runs, 
the rate was 6-391d, a reduction of 8-2 per cent. This 
resulted in a rate on all routes of 5:945d, a reduction 
of 6:9 per cent. 

Operation results, shown under the two heads, 
disclose domestic traffic revenue of £4,568,640. 
After variable costs (mainly operating, servicing, 
landing fees, etc.) and allocated and apportioned 
costs, there is a deficit of £689,445. 

International services produced £16,146,906; allo- 
cated and apportioned costs were /6,134,776 and 
£13,100,235 respectively, leaving a surplus of 
£3,046,671. We extract a table showing the i increasing 
popularity of Britain's internal air services. 


SUMMER WINTER TOTAL 
Pas- In- Pas- In- Pas- In- 
sengers or sengers ат sengers iod 
1955-56 1954 155 1955-56 1954. 55 1955-56 1954-55 

per cent per cent per cent 

London- 

Glasgow 67,540 27 50,32) 29 117,867 a8 

London- 

Belfast 54,953 20 42,015 3: 96,978 a5 

London- 

Manchester 35,310 45 23,347 34 58,657 41 

London- ` у 

Edinburgh 29,988 56 18,076 82 48,064 65 

Money Market 


Lowering its bid by 34 to £98 145 8d, the discount 
market obtained 55 per cent of the £290 million of 
Treasury bills offered on September 7th. Total 
applications rose sharply to £429,960,000. ап 
increase of £45 million on the previous week. The 
average discount rate was £5 1s 4-50d per cent. This 
week the offer is again £290 million. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Church Accounts 


Sir, – I have been very interested in the correspond- 
ence during the past few weeks on the above subject, 
and am glad to support Mr Ransted's plea (August 
18th issue) for proper accounts for churches. 

The section of the Measure to which Mr Ransted 
refers definitely implies an income and expenditure 
account and a balance sheet, and with this method of 
presentation of church accounts I am wholly in 
agreement. Át the same time, one does appreciate the 
difficulty that could be experienced by many, say, 
country parishes endeavouring to carry this out, 
amongst whose congregation there does not happen 
to be a professional accountant or an experienced 
book-keeper willing to take on the job. 

Following on the terms of the Measure quoted, I 
feel that some lead should be given by the Church 
Assembly fog a uniform system of church accounts. 
Simplicity should be one of the keynotes, but at the 
same time they should be complete and water- 
tight. I would go a step further and suggest that all 
church accounts should in all cases be audited by a 
person competent to carry out such work. The 
financial affairs of many of our. churches are far too 
loose. 

On many occasions the accounts of the church to 
which I belong have been audited by well-known 
professional accountants and others qualified to act, 
and these gentlemen have from time to time made 
suggestions as to the layout of the accounts, and, if 
considered suitable by the parochial church council 
these suggestions have been incorporated. 

The balance sheet deals only with the funds of the 
church and parish, and no attempt is made or thought 
desirable to bring into account and value such 
assets as property, furniture and the like, beyond a 
covering note on the face of the balance sheet that 
they exist. Yours faithfully, 

Hale, Cheshire. LEWIS E. ALLEN. 


Valuation of Commercial Goodwill 

Sm, ~ The accepted method of valuing commercial 
goodwill appears to be the method laid down in the 
book Commercial Goodwill, by P. Ð. Leake, pub- 
lished by Gee & Co (Publishers) Ltd; the method 
being to deduct from the profits of a business fair 
remuneration for the proprietor, fair interest on 
capital employed and then to capitalize the net super- 
profits (after deduction of tax) af a diminishing 
annuity, thus arriving at the value of goodwil?. 

A case has arisen in which there are no super- 
profits (or goodwill profits) from which to value 
goodwill on the basis jndicated. My client is there- 
fore faced with two alternatives: one is to buy an 
existing business which, admittedly, has no goodwill 
which can be calculated from the profits, the other is 


to obtain similar premises, expend the corresponding 
amount of money to equip these and commence a 
new business. If he adopts the latter course, there 
will be a period during which he is working at a loss. 
Clearly, therefore, the existing business, although 
it has no goodwill based on super-profits, has some 
value in that purchasing it obviates the possibility 
of losses while building up a new business, and saves 
the trouble of obtaining premises and equipping them. 
It seems that there must be some value attaching 
to goodwill, even though there are no super-profits 
on which it can be valued. I would appreciate 
readers’ views on this matter and any suggestions 
on how the value of the benefit being purchased 
can be computed. Yours faithfully, 
Maidenhead. J. E. L. GRIFFITH. 


Home Consumption and the Wernher 
Decision 
Sm, – Recent correspondence under the above 
heading is reminiscent of the merchant's wife who 
told her husband that she did not want yet another 


.fur coat for her birthday. Couldn't she have the 
thousand guineas instead? To which the husband 
‘replied: ‘And where would I get a thousand guineas 


wholesale?” 

Those correspondents who deplore the Wernher 
decision appear to be ignoring the economics of the 
matter, in so far as they seem to be confusing com- 
mercial profit with personal income. Commercial 
profit (or loss) is the difference between the value to 
the holder of stock held and available for sale, and the 
value of the same stock to a consumer willing to 
accept it for use. In other words, the difference 
between what the consumer is willing to pay for 
possession of the stock and what it would cost the 
holder of the stock to replenish it at the time of sale. 
Personal income is not the difference between cost 
and selling price of stock sold, but the sum of personal 
expenditure plus personal saving over a stated period. 

For the sole trader consuming part of his stock for 
personal use, the commercial aspect disappears, 
there being no buying and selling on the open market, 
in the economic sense, in respect of the stock so con- 
sumed. The trader is merely reducing his stock for 
his own use, and when accounting for commercial 
profit, I suggest it would be wrong to credit such 
consumption at the prevailing retail price. In assess- 
ing his personal income, however, it is not only 
nec to take into account his expenditure, that 
ig, the cost of the stock (preferably at its replenish- 
mgnt cost at the time of use), but also the saving 
fepresented by the difference between cost and retail 
price at the time of use. 

Two farmers’ wives prepare a salad for their 
respective families. Wife A. takes from the farm store 


262, 


the necessary lettuce, tomatoes and eggs. Wife B.'s 
husband ћаз по stock of salad inpredients and she 
has to go to the village store to buy them at, retail 
prices. There is no question of commercial profit in 
either case, and the value of the salad for consumption 
purposes is the same in both cases. Therefore, the 
personal income value is the same; but whereas for 
wife B. the income value is the full personal expendi- 
ture at retail price with no' saving, for wife A. the 
income is the farmer's expenditure of cost of pro- 
ducing the ingredients, ‘plus his saving of the differ- 
ence between such cost and retail price. 

. l suggest the same principles apply to tbe case 
referred to by Mr Lee (September 8th issue), where 
employees are allowed to purchase stock from their 
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firm at less than retail price. In such cases there would 
seem to be an economic market for the sale of the 
stock, conditioned by employment, and the firm, for 
commercial profit purposes, should account for the 
difference (if any), between cost and selling price to 
the employees. To adhere to the principle of personal 
income equalling expenditure plus saving, the 
employees' personal income, however, would be 
represented by their wages (spent or saved) plus the 
saving of the difference between the price they paid 
for the stock and its retail price. Whether the Inland 
Revenue would find the cost of assessing such savings 
to be greater than the tax payable thereon is another 
matter. Yours faithfully, 
Burgess Hill, Sussex. WM. Е. SPRUCE. 


OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES: 
ORDINARY MEETING OF THE COUNCIL 


At a meeting of the Council held on Wednesday, 
September sth, 1956, at the Hall of the Institute; 
Moorgate Place, London, EC2, there were present- 

' Mr A. S. Н. Dicker, м.в.в., President, in the chair; 
Mr W. H. Lawson, C.B.E,, Vice-President; Messrs W. L. 
Barrows, Sir Harold Barton, Messrs T. A. Hamilton 
Baynes, J. H. Bell, H. A. Benson, C.B.&, Sir Bernhard 
Binder, Messrs J. Blakey, C. me Boyce, C.8.E., У. G. 
Campbell, P. F. Carpenter, W. S. i 
Clarke, E. C. Corton, W. W. Fea, G. R. Freeman, P. F. 
Granger, D. V. House, R. P. Leech, M.B.E., T.D., J. Н. 
Mann, м.в.я., R. McNeil, K. А. E. Moore, С. U. Peat, 
M.C., L. W. Robson, Sir Thomas Robson, M.B.E., Messrs 
Gilbert D. Shepherd, M.B.E., K. G. Shuttleworth, B. 
Smallpeice, C. M. Strachan, 0.B.E., E. D. Taylor, G. L. С. 
Touche, A. D. Walker, E. F. G. Whinney, R. P. Winter, 
M.C., T.D., with the Secretary and Assistant Secretaries. 


Welcome to New Members 

The President welcomed Mr H. A. Benson and Mr 

J. H. Mann, who were attending for the first time as 

members of the Council. Mr Benson and Mr Mann 

briefly replied. 
Certificates of Practice 

The following eleven applications for certificates of 

practice from associates who have commenced to 

practise were acceded to: 

Cameron, Edward Michael; 1952, A.C.A.; (T. G. Shuttle- 
worth & Son) and (Hadfield, Riddell & Со), 32 Wilkinson 
Street, Sheffield, 10. 

Cope, Allen Henry; 1955, A.C.A; (Walker, Murray & Co), 


Brassey House, New Zealand Avenue, Walton-on- 
Thames, Surrey. 

Cross, Peter George, в.5с.; 1956, A.C.A; (Harrison & 
Sedgwick), 112 Green е, Рег 


Hampson, Peter, B.A.(COM. i 1953; ACA; 
Street, Preston. 
James, Eric Frederick Lea; 1954, A.C.A.; (*Tames, Stanle 
аи New Eldon Chambers, 46 Cherry Street, Віліі. 
2. 
Marks, Gerald; 1953, ACA; 74 Friern Watch deduc 


Finehlev Tandan Nro 


1 Chapel 


• è 
Rankin, William; 1952, A.C.A; (*Pruddah, Eilbeck & Со), 
Central Buildings, 41 North John Street, Liverpool, a 
Sayer, John Stanley; 1953, А.С.А.; (Carter & E 
Greenfield Crescent, Edgbaston, Birmingham, 1 
Walker, Joseph Jeffery, 1947, A.C.A.; (Myrus Smith & 
Walker), Bank Chambers, 329 High olbom, London 


І. 
Wall, Reginald Harry; 1948, A.C.A.; (Carter & Со), 8 
Greenfield Crescent, Edgbaston, Birmingham, 15. 
White (Miss), Patricia Bessie; 1955, А.С.А.; зо The Grove, 
Coulsdon, Surrey. 


Elections to Fellowship 
(a) Twenty-six applications from associates for 
election to fellowship under clause 6 of the supple- 
mental Charter (bye-law 31) were acceded to. 
(b) Two applications from associates for election to 
fellowship under clauses 6 and 31 of the supplemental 
Charter (bye-law 31) were acceded.to. 


Admission as Associates 

(а) Three hundred and twenty-three applications 
for admission as associates under clause 5 of the 
supplemental Charter were acceded to. 

(b) Twenty-four applications for admission as 
associates under clause 9 of the supplemental Charter 
were acceded to. 

A list of those who complete their fellowship or 
membership before September 18th, will appear in 
The Accountant of September 22nd. 


Registration of Articles 
The Secretary reported that 145 articles of clerkship 
were registered luring the month of August 1956 as 
comp with 152 in August 1955, making a total of 
821 since January 1st, 1956, as compared with 752. 
for the same period in 1955. 


Change ot Name 


ee е чт . £ fad 


September 15th, 1956 


Deaths of Members 


The Council received with regret the Secretary's report - 


of the deaths of the following members: 
Mr Cecil Whitmore Ад п, B.A., В.С.А., London. 
» Robert Alexander, A.C.A., Newcastle upon Tyne. 
» Arthur Harvey Burnett, ¥.c.a., Manchester. 
» James Gough, r.c.4., Dudley. 
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Mr Herbert Holl, r.c.4., Norwich. 

» .Douglas Jeffery, a.c.a., Bishop Auckland. 
» Wellwood James Maxwell, a.c.a., London. 
» Frank Leicester Parry, F.C.A., London. 
» john Stuart Robson, A.C.A., London. 
» Thomas Alfred Ryder, M.C., B.A., 

London. 
» Charles Harold Travis, B.A.(COM.), F.C.4., Manchester. 


LL.B., Е.С.А., 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 
Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant 10 
bye-law x03 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at hearings 

held on August 1st and 3rd, 1956. 


A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a Fellow of 
the Institute had been guilty of acts or defaults dis- 
creditable to a member of the Institute within the 
ing of clause 21, sub-clause (3) of the supple- 
mental Royal Charter in that as a partner of a firm of 
chartered accountants he wrote letters notifying the 
opening of a new office of his firm, so as to render him- 
self liable to exclusion or suspension from membership 
of the Institute. The Committee found that the formal 
complaint hadbeen proved and decided that the member 
be reprimanded but that there existed special circum- 
stances justifying the omission of his name from the 
publication of the Finding and Decision. 





A formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that a Fellow 
of the Institute had been guilty of an act or default 
discreditable to a member of the Institute within the 
meaning of clause 21, sub-clause (3) of the supple- 


mental Royal Charter in that he failed to implement a 
promise to pay a sum of money to another person, so 
as to render himself liable to exclusion or suspension 
from membership of the Institute. Тће Committee 
found that the formal complaint had been proved and 
decided that the member be reprimanded but that 
there existed special circumstances justifying the 
omission of his name from the publication of the 
Finding and Decision. 





A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Herbert 
Mawson Thompson, A.C.A., was, оп April 13th, 1956, 
adjudged bankrupt, so as to render himself liable to 
exclusion or suspension from membership of the 
Institute. The Committee found that the formal com- 
plaint against Herbert Mawson Thompson, A.C.A., had 
been proved and the Committee ordered that Herbert, 
Mawson Thompson, A.C.A., of 15 Roxborough Park, 
Harrow, Middlesex, be excluded from membership of, 
the Institute. 


MEMBERS’ LIBRARY 
The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
. by purchase and gifts are the following: 


Administering a Conversion to Electronic Accounting; by 
Н, F. Craig. Boston. 1955. (Harvard University, 205 

Capital requirements and operating ratios: The Electric 
Motor Industry. (Pennsylvania University.) Philadelphia. 
1954. (B.L.M., 52.) 

Case study on productivity and ПТ performance: 
Centrifu Pumps. (United States Department of 
Labor.) Washington. 1954. (B.I.M., 5s.) 

Case study data on productivity and factory performance: 
Diesel Engines. (United States Department of Labor.) 
Washington. 1955. (B.I.M., тог.) 

Charlesworth on Negligence; .by Ј. Charlesworth: 3rd 
edn. 1956. (Sweet & Maxwell, 847.) 

The Companies Act, 1956. (India.) New Delhi. 1956. 
(Government of India, 45 

Companies Ordinance (Chapter 288.) (Kenya) Nairobi. 
1950. (Government Printer, 10s 3d.) 

Discharging Business Тах Liabilities; by H. J. DePodwin. 
New Brunswick. 1956. (Rutgers University Press, 
presented.) 

Electronic Computers and. Man t Control; by 
G. Kozmetsky & P. Kircher. New York. 1956. (McGraw- 

75 6d.) 

A rn LN on the Companies Act, 1956. (Indian Chamber 

De Commerce.) Calcutta. 1956. (Oxford Book & Stationery 


) 
Hanson's Death Duties; by A. Hanson: roth edn. by H. E. 
Smith. 1956. (Sweet & Maxwell, 1262. 


) . 
How Foremen Can Control Costs; by P. Carroll. New York. 


1955. (McGraw-Hill, 30s.) 
Income Taxes Outside the Commonwealth. (Board of 


Inland Revenue.) (Loose-leaf.) (Part 1: U.S.A., Part П: 


Republic of Ireland. 

The Law of Stamp Duties; by J. G. Monroe: 2nd ейп: 
1956. (Sweet & Maxwell, 27s 6d.) 

A Layman’s Guide to the Indian Company Law (India.) 
New Delhi. 1956. (Government of India, 3s 9d.) 

The Mechanism of Cheap Money: a study of British 
monetary policy 1931—1939; by E. Nevin. Cardiff. 1955. 
(University of Wales Press, 252.) 

Memorandum of the Setting Џр of an Organization in 
Brazil by a United Kingdom Regi: Company .. .; by 


: J. S. Carolin, A.C.A. (and others) (1956.) (Brazilian 
Chamber of Commerce . . . in Great Britain, pre- 
sented.) 


Monetary Theory and Practice; by J. L. Hanson. 1956. 
(Macdonald & Evans, 30s.) 

National Income Statistics: Sources and Methods. (Central 
Statistical Office.) 1956. (H.M.S.O., 252.) 

Price, Cost and Output; by P. J. D. Wiles. Oxford. 1956. 
(Basil Blackwell, 305.) 

The Registration, Management and Winding-up of es 
panies in South Africa; by D. Shrand and A. A. Е А 
Keeton. Cape Town. 1956. (Jute, 66s.) 

Retirement and Other Annuities under the Finance Act, 
2956: by Н. G. S. Plunkett and С. A. Hosking. 1956. 

eet & Maxwell, os 64.) 

Banda Handbook, ee Accountants: a modern encyclo- 

E by J. K. Lasser. New York. 1956. 
бо НИ 1125 6d.) 

Statistics and their application to commerce: 11th edn. by. 
А. R. Dersic. 1956. (H.F.L., 2x2.) 
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‘TENTH SUMMER COURSE. 
ANOTHER SUCCESSFUL OCCASION AT OXF ORD 


Alios two hundred members of the Institute were 
present at the tenth summer course, presided over by 
the President, Mr A. S. H. Dicker, M.B.E., F.C.A., 


which assembled at Christ Church, Oxford, оп. 


Thursday, September 6th and continued until last 
'Tuesday. Members of the Summer Course Committee 
who were present to assist the President were Mr 
W. L. Barrows, F.c.a. (chairman), Mr T. A. Hamilton 
Baynes, M.A., F.c.A., and Mr P. F. Carpenter, F.C.A. 


Mr D. V. "House, F.C.A., was present in a dual capacity, 


for in addition to being a member of the Summer 
- Course Committee, he was one of this year's speakers. 

Mr G. B. Shepherd, M.B.E., F.C.A., was also present 
and so completed his ninth course. Mr Shepherd did 
much to ensure the success of all these courses by his 
energetic and enthusiastic handling of the first course 
in 1947. 

'The course once again followed the practice estab- 
lished during the past decade consisting of addresses 
given in Hall, followed by discussions in groups. 'T'his 
year there were nine groups with approximately twenty 
members in each. During the discussions, questions 
were formulated and sent to the speakers who later 
gave their answers in Hall. 


Professional Ethics 
The first address was given by Mr D. V. House, F.C.A.; 
Past President, on the subject of ‘Professional ethics’. 
The role of speaker was a new one for Mr House, who 
attended full-time all but one of the nine earlier 


summer courses in the capacity of chairman of the . 


Summer Course Committee or as President of the 
Institute. The paper which Mr House presented was 
thoroughly comprehensive, and will stand for a long 
time as a guide to those interested in ensuring that a 
high ethical standard is maintained by members of the 
Institute. There was a great deal of discussion, and it 
is understandable that members showed much interest 
in the actions which should be taken when a change is 
made in an Борошо аз auditor or- professional 
accountant. 


Management Accounting 


The next address was given by Mr Basil Smallpeice, | 


B.COM., A.C.A., the ee being ‘Accounting as an 
aid to "management". Mr Smallpeice's paper evoked 
a great deal of interest amongst members in prac- 
tice, as well as those engaged in industry or com- 
merce, and following the group discussions . Mr 

mallpeice was asked to reply to a large number of 
very searching questions. Mr Smallpeice's plea that 
accounting should always be decentralized as far as 
possible raises the question of the extent to which local 
accountants should be under the control of local 
managements, and the possibility of adhering to a 
policy of decentralization at a time when the use of 
electronics is making the centralization of ‘the ac- 


counting of a large organization more economical. 


than decentralization, 
RT Investments z . 
The third address was given by MrG.L. C. Touche, 


B.A., F.C.A., on the jae of! Investment in stocks and 
shares’. Mr Touche analysed the main investment risks 
and then set out factors which should be considered 
whém choosing investments. He considered problems 
connected with the actual buying and selling of 
investments and went on to discuss sources of infor- 
mation which would prove useful to an investor. 
Before closing, he had some pertinent things to say 
concerning the psychological foibles of an investor, 
and then in conclusion he set out succinctly a sum- 
mary of the principles (or, as he would have it, his 
personal opinions) which he had previously brought 
out. The paper created a great deal of discussion, and 
left Mr. Touche to answer numerous questions, which 
in some cases strayed away from his paper. - 


Recreation 


The afternoons were left free and many members of 
the course used these periods to visit some of the many 
places of interest in Oxford and its vicinity. Others 
used the afternoons to play games, and on Monday 
there was a golf competition which was won by Mr 
P. G. Barber, M.B.E., F.c.4.; Mr J. E. See ee 
was the runner-up. 


Guest-night Dinner 


On “Monday, guest-night dinner was held, when 
amongst the guests entertained were Dr J. Lowe, 
M.A., Dean of Christ Church; Mr C. H. Stuart, M.A, 
Senior Censor of Christ Church; Lieut.-Col. D. V. Hill, 


:M.A., Steward of Christ Church; Sir Douglas Veale, 
| C.B.E., M.A., Registrar of Oxford’. University, and Dr 


Mary Murphy, PH.D., C.P.A., of California. 

In proposing the toast of ‘Oxford University, and 
Christ Church’, Mr Dicker drew attention to the way 
in which the Council encourage graduates to train for 
membership of the Institute and he also said that the 
universities could feel certain that chartered account- 
ants were with them in their opposition to the pro- 
posals in the recent report of the Public Accounts 
Committee, so far as it related to grants to universities. 
` In replying to the toast, the Dean referred to the 
fact that ten summer courses had been held at Christ 
Church and indicated that the governing body of 
Christ Church were gratified at the thought that the 
College was used each year for the summer course, 

Mr W. L. Barrows, F.c.a., chairman of the Summer 
Course Committee, proposed the toast of “The Guests’, 
to which Mr С. H. Stuart and Lieut. TE D. V. Hill 
most humorously responded. | 


hmpromptu Concert , 
After*the guest-night dinner, there was an impromptu 
concert in the Old Lecture Room which demonstrated 
that a piano is an essential aid to accounting! 
On Tuesday morning Mr G. L. C. Touche replied to 


‘the numerous questions submitted to him by the 


groups. Soon afterwards members commenced to leave, 
and they went with the knowledge that they had gained 
much from such a brief stay at Christ Church. . 
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WAGE ACCOUNTING ВУ | 
ELECTRONIC COMPUTER 


We reproduce below, with the permission of the Controller of H.M. Stationery 

Office, extracts from Report No. 1 of the Inter-departmental Study Group on the 

Application of Computer Techniques to Clerical Work, which is the subject of the 

leading article in this issue. The complete report, entitled 'Wage Accounting by 

Electronic Computer', is a booklet of some fifty-eight pages produced by the 

National Physical Laboratory and may be obtained, price 2s ба (2s 814 post free), 
from B.M. Stationery Office, or from any bookseller. 


SECTION 8: AN ESTIMATE OF THE 
ANNUAL COST OF USING THE 
COMPUTER SYSTEM 


181. In Section 3 the estimated cost of the present 
weekly wages procedure at the Central Office was 
stated to be £12,700 а year exclusive of overheads. 
We now estimate the annual cost using the computer 
system. 

182. 'T'here is in this country considerable experience 
in the use of computers for scientific and mathematical 
work, and it is possible to make a reasonably close 
estimate of the cost of any new installation for these 
purposes. Little experience exists in the use of these 
machines for clerical work, but some estimate of 
staff and machine costs can be made to enable the 
reader to reach conclusions on the economics of such 
a system. In making our.assessment we have had to 
estimate the cost of certain equipment which has not 
yet been developed. We have assumed that machines 
which are to be purchased will be written off in ten 
years, and have added 5 per cent to cover interest 
charges thus making the annual cost 15 per cent of the 
capital expenditure. We have not made allowances for 
overhead charges but we expect them to be less for 
the computer system than for the present clerical 
system. The reason for this is that the computer 
system would need less accommodation, and extra 
charges would be reduced. It should be noted that 
the cost of equipment is included in the estimate and 
is therefore excluded from the overheads. 


Basis of Costing 


183. Аз stated in Section 3, the overtime returns are 
not available until the Thursday and the completed 
payroll must be in the hands of the cashier by the 
following Tuesday. Thus only three and a half work- 
ing days are available from the start of the process to 
the completion of the printing operations. Staff and 
equipment are therefore employed on payroll work for 
only a part of the week (except for punching machine 
cards for record changes). То use the computer and 
staff most efficiently they would have to be employed 
on other work during the rest of the week (for example 
on the monthly payroll). We have made two estignates 
of costs, one based on the full utilization of the 
installation and staff and the other on its use for wages 
work only. These give the extreme limits of costs, 
depending on the actua] extent of utilization. 

184. We have divided the costing into five com- 
ponent parts: 


(a) Preparation of input data. 


(b) Computer processes (including maintenance). 

(c) Printing of pay documents. 

(d) Supervision, programming and ancillary clerical 

work. 

(e) Machine cards and magnetic tape. 

185. For all except (e) we have calculated the cost 
per hour and based the total cost on the number of 
hours of work involved in each part of the process. 
Materials required have been added in bulk to the 
totals. 


186. Our estimate of cost does not include any 
allowance for setting up the computer system in the 
first place. The transitional costs are made up of three 
parts, the costs of the initial fact-finding and prepara- 
tion of a scheme in broad outline, of the coding of 
the problem for the machine to be used, and converting 
all existing records to machine form. ‘Our experience 
‘indicates that there is considerable basic similarity 
between payroll procedures and because of this the 
costs of the first two items should be reduced greatly 
after a few machines have been installed. We cannot at 
this stage make any estimate of transitional costs 
sufficiently reliable to be worth quoting, except that 
we think that it will be only a small part of the total 
capital cost. 


Омат Costs 
187. Unit costs have been taken as follows: 


STAFF SALARIES (including superannuation contributions) 


£ 
Machine D dic 340 per annum 
Clerk s 520 A 
Supervisor . 1,150 » 
Maintenance engineer 1,150 » 
Assistant maintenance engineer.. 810 » 
Purchase Estimated 
price annual cost 
EQUIPMENT COSTS £ Lo 
Hand-punch .. F EM 6o 10 
Punched-card verifier | , 100 15 
Adding machine ex 39 5 
Magnetic tape auxiliary store 
and associated equipment .. 15,000% 2,250 
ПЕџсЕ .. 42,000 ,300 
Tape reading unit capable of- Я 
feeding six electric type- 
writers : P^ 3,000* 450 
* Electric typewriter ae 400 60 
• Magnetic tape – per 1,000 feet 4 
*  Punched-cards — per 1,000 16s 
Spare parts 250 


* This equipment is got yet available commercially. The 
quoted costs are our broad estimates. 
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HOURS or Work oF STAFF AND EQUIPMENT 

188. The effective working year, allowing for staff 
absence and holidays, has been taken as 1,620 hours. 
For convenience of calculation we have taken the 
effective equipment hours to be the same. 


- CALCULATION OF HounLY Costs AND Toran Cost or 
MATERIALS 

189. Preparation of input data involves punching, 
verifying and adding work. The average annual cost 
of one operator and one machine is £350 and the 
hourly cost is therefore 4s 4d. 


190. Computer processes. The annual running cost 
of the computer (including the auxiliary store) is 
£8,800 including an allowance for spare parts. То 
this have to be added the salaries of one machine 
operator, one maintenance engineer and one assistant 
maintenance engineer, making the total annual 
running cost £11,100. The hourly rate is £6 175 od. 

19r. Printing of pay documents is controlled by а 
magnetic tape-reading unit which feeds six electric 
typewriters. The annual cost of one printing unit with 
two machine operator is £1,490 and the hourly cost 
is 18s sd. 

192. Supervision, programming and ancillary work 
employ two officers at hourly rates of 14s 2d and 6s sd. 

193. Materials required are punched cards for the 
weekly input and magnetic tapes. 'l'apes can be used 
many times but eventually require replacement; 
250,000 cards a year will be used, costing £200, and 
the cost of magnetic tapes has been estimated at £250 


per annum, making a total of £450. (This allows for: 


keeping a record of the computer output each week.) 


Calculation of Annual Costs 


194. If the computer is fully utilized the annual cost. 


of weekly wages work can be obtained by multiplying 
the actual hours of work involved in each part of the 
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process by the hourly rates. This we have done in 
columns 2-5 of Table 2. 

195. If, however, the installation is to be used for 
weekly payroll work only, the full cost of staff and 
equipment will be charged to that job alone. 

196. Out of the three and a half days available, 
four hours would have to be allowed for the computer 
work (one hour of actual work — see paragraph 240). 
We have allowed one print unit (i.e. one bank of six 
typewriters), which would require eight hours, and for 
input preparation in the remaining time, four operators 
and four punches, verifiers and adding machines will 
be required. It would be possible to use two print 
units and only three operators and sets of machines 
for the input, but this would cost more. 


SECTION 11: THE APPLICATION OF 
COMPUTERS TO OTHER PAYROLL 
WORK 


217. In the previous sections we have considered 
the application of a particular computer to a particular 
non-industrial pay accounting process. Arising out of 
this study, and from information obtained on other 
types of payroll, we are able to SE some broad 
generalizations. 

218. The practicability and economics of applying 
any particular computer to any particular payroll 
work can only be determined by means of detailed 
study. It is possible, however, to make a broad assess- 
ment which will at least show whether further study 
is worth while. 


Basic Actions in Pay Accounting 
219. Pay‘&ccounting is essentially a simple process 
but it is complicated by the large amount of weekly 
input ‘and the variety of operations. It can be resolved 
into a series of actions: 
(a) Holding a record of rules and data relating to 
all employees. 





TABLE 2 
Estimated Annual Costs for the Computer System 







Cost assuming all equipment and staff 
completely utilized for other work when 
not required for wages 










Cost assuming all equipment and 
staff used only on weekly wages 
















I 
Input preparation 

| Computer 
Printing .. 


Supervisor 


Clerk 
Materials 










Totals 


* 7j hours plus average of periodic additions (Section 7) 
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(b) Collecting new data and rules. 

(c) Combining old and new data and rules. 

(d) Calculating pay (including the calculation of 
deductions and additions). 

(e) Producing а new (amended) record. 

(f) Analysing and summarizing pay to calculate the 
amounts to be paid to employees, statutory 
authorities, and other beneficiaries. 

(g) Printing documents in a suitable order for the 
information of payees, the employer, and other 
bodies. 

220. АП pay accounting systems contain the same 
basic operations but they differ enormously in size 
and complexity. In some systems every employee can 
be treated as an individual and his pay can be calcu- 
lated without reference to other employees, whereas 
in other cases pay includes a bonus which is dependent 
upon the output of a group of employees. Added 
complications are caused by movement of employees 
between groups during the pay week. 

221. With the exception of collecting data (and 
reading handwriting or typescript) a system can be 
devised, using an automatic computer, with one 
operator, capable of performing all these actions. We 
have not considered the possibility of a computer 
system in wlfich typescript or handwriting is read 
iutomatically because, although such a thing is not 
mpossible, developments in this field are in a ve 
rarly stage. : 

222. In industrial payrolls where attendance ‘is 
recorded on clock cards, it would be possible to modify 
the clock equipment so that, in addition to printing 
the time on the card, the clock would record it on 
magnetic or punched paper tape which could be read 
automatically by the computer. In a similar way 
other data could be prepared on a typewriter which 
produces magnetic or punched paper tape in addition 
to the typed record. 


Speed and Cost 


223. Тће time available for doing most of the 
work in any weekly payroll is usually about three days. 
This means that staff and equipment are used for only 
»art of the week. In clerical systems it is common 
practice to spread the work over the week as much as 
possible and to employ on it during part of the week 
some staff who do other work for the remaining part 
of the week. 

224. One of the most important factors affecting 
Һе cost of a computer system is therefore the possible 
aitilization of the system for other work. In Section 8 
we made two estimates of cost based on the assump- 
tions: ` 

(a) that other work is available so that the equipment 

and staff can be fully utilized, and 

(b) that no other work is available. 


225. Where there is no definite information on 
whether other work can be carried out by the com- 


»uter system, it is useful to make two estimates in this | 


way and thus define the limits of cost. • 
226. A fast computer costs more than a slow one, 
out by no means in proportion. Unless, therefore, а 
slow computer can be used for the payroll work and 
here is no other work for it to do, it pays to use a fast 
эпе. In particular, if the computer is fully utilized the 
zost chargeable to the pay accounting depends on the 
timé spent by the computer on this work, and is there- 
e 
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fore less for a faster computer. Cost per hour depends 
on purchase price and depreciation. There is no 
reason why a computer should not last as long as other 
office machinery, although in the early stages of its 
application it will probably become obsolete more 
quickly. А 
| Broad Estimate of Cost 


227. When the cost of using a given computer to do 
а given pay task is known, it is possible to make a 
fairly accurate assessment of the cost of doing a 
different pay task on the same machine. Ап estimate 
made for a different machine may be made on a 
similar basis but is liable to be very inaccurate. 
Nevertheless, we feel that it can be used as a guide to 
whether it is worth making a more detailed investiga- 
tion of the task. For such an assessment we may 
consider the basic actions of pay accounting. Collec- 
tion of new data is necessary whatever kind of system 
is used. In a machiné system all these have to be con- 
verted to a form suitable for the machine to use. Тће 
cost of this is directly proportional to the amount of 
data, and is readily calculated. 

228. Тће data then have to be sorted to the same 

order as the main record. 'T'he time taken for a machine 
to sort data is approximately proportional to N log R 
(Section 13) where N is the total number of characters 
to be sorted and R the number of records. A detailed 
estimate of time for the new payroll can be found by 
direct ratio from the known time for the previous 
payroll. 
. 229. Once all the new data.have been sorted into 
the required order they must be merged with the main 
records before processing is possible. The time taken 
to do this depends on the total quantity of information 
on the records, on the amount of amendment, and on 
the nature of the amendments. In some cases the time 
taken is proportional to the total quantity of data on 
the records, and can be assessed knowing the result 
for another task. This is one case, however, where 
any estimate not based on detailed study could be 
wrong. . . Ў . . 

230. It should be noted that where no change ever 
occurs in the order of the main. records, one 'run' of 
the main record file suffices to produce the working 
records. When changes in order can occur two runs 
are essential if the new order is to be effected in the 
same week as that in which the change is notified. 

231. Once the working records are produced the 
wage results must be computed and a main record 
produced for the next pay period. The time taken for 
this is dependent on the complexity of processing 
involved, and cannot readily be estimated without 
detailed study. We believe that in many cases the cost 
of this operation is a small part of the total cost of the 
procedure, and can be neglected in a rough overall 
assessment. It should be noted that this is the part of 
the work on which machines are relatively most 
efficient, and any payroll in which this were a large part 
of the computer operation would, prima facie, be a 
good case for computer application. 

232. Where no group bonus schemes are in opera- 
Чеп, wages may be computed in one run of the work- 
ingerecords. An extra run may be needed to deal with 
a group bonus scheme. 

233. The results of the computation must be printed 
in the form of a number of ordered lists. This involves 
sorting the output information, and the machine time 
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for this can be estimated in the same way as that used 
for the earlier sorting processes. 

234. Finally, the cost of printing must be estimated. 
Since the total printing volume is known, this is not 
difficult. 

235. All the above assumes that the input/output 
equipment is adequate for the machine. When this 
18 not the case, estimation of time is easy, since it can 
be found by estimating the total number of characters 
to be fed into the machine, and dividing this by the 
appropriate input rates, and then doing a similar 
operation for output. . 


SECTION 12: RELIABILITY, FAULTS 
AND FAULT INDICATION 


236. In any computer system used for clerical work 
a breakdown of equipment could seriously embarrass 
the user. For example, failure to produce a payroll 
on time must not be allowed. An almost complete 
immunity from such a failure can be ensured by incor- 
porating extensive checking procedures in the machine 
operations and by allowing suitable margins of time 
in conjunction with proper fault-finding and servicing 
techniques. In this section we discuss the various 
aspects of this subject. 


Reliability 

237. There is no doubt that stoppages due to the 
failure of a component or to some human error will 
occur and that allowance must be made to cover the 
resulting delay. ‘This is especially important where 
results are required by a specified time. The difficulty 
is to calculate a reasonable allowance but we feel that 
our experience at the National Physical Laboratory 
can be used to this end. 

238. The Pilot Model AcE* has been in regular 
use for more than four years. During that period it 
has been fault-free for some 70 per cent of the total 
time it has been switched on. The faults which de- 
veloped on the Pilot Model naturally took varying times 
to correct and it is difficult to give average times. 
The majority of faults, however, were cleared in a 
matter of minutes (75 per cent in less than an hour) 
and even with this experimental machine there bave 
only been eleven stoppages lasting more than one day 
in its four years of use. Most of these long stoppages 
were scheduled with the intention to clear incipient 
faults, or for experimentation with new components. 

239. It must be emphasized that the Pilot Model 
ACE was one of the first computers to be built and was 
experimental. Present-day computers embody more 
reliable circuits and have special facilities for testing 
and fault-finding. 'l'herefore we expect much greater 
reliability from newer computers, and eight months' 
experience on the DEUCE, the engineered version of the 
Pilot Model АСЕ, indicates that over до per cent fault- 
free time may be expected. 


Time to be Allowed for a Process 


240. From our experience on the Pilot Model we 
suggest that for one hour's work on the computer the 
process should be started at least four hours before the 
results are required, and for a job expected to take five 
hours a total allowance of eleven hours should be made. 
If there are no faults the time in hand can be used for 
other work not required to a strict time-table. 





* Automatic computing engine. 
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Faults 


241. À machine error, resulting in an error in the 
pay accounting process, can be caused by either of 
two types of equipment failure: 

(a) а persistent failure, or 

(b) ап intermittent failure. 

242. 'The failure or deterioration of a component 
does not necessarily stop the machine nor does it 
mean that an incorrect result is produced every time 
the component is used. 

243. The detection of а component which causes 
persistent errors is usually simple, being achieved by 
the use of special test. programmes after the error has 
been indicated, but sources of intermittent errors are 
more difficult to trace. Generally, therefore, the main 
programme is arranged so that when an error occurs in 
а part of the process that part is automatically re- 
peated. If the error occurs again the computer stops 
for the fault to be rectified. | 

244. Some doubts have been expressed regarding 
the permanence of magnetic tape used as a record. 
Almost the only real chance of loss of a record from 
magnetic tape is by inadvertently writing new data on 
tape already holding a record. The computer might 
do this if some serious fault developed but it could 
be prevented by having separate readifgg and writing 
units or by providing interlocks where dual reading/ 
writing units are used. Mechanical damage to the tape 
due to wear can be eliminated by proper design and 
by renewing tapes at suitable intervals. Current 
experiments suggest that tapes may be used for about 
1,000 passages past the reading head. The possibility 
of other damage, e.g. a tear, should be negligible. 

245. Тће possibility of demagnetization whilst 
tapes are being stored is almost non-existent. A mag- 
netized mark on a tape is as permanent as an ink mark 
on a piece of paper. i 


Fault Indications 


246. If a fault does not cause a complete stoppage 
but only produces one or two wrong answers it might 
go undetected unless some fault indication were 
provided. . 

247. It is normal clerical practice to check the 
results of processes at various stages. In the Central 
Office payroll, for example, control totals are prepared 
which indicate when certain types of error have 
occurred. Similarly, in scientific work it is normal 
practice to programme во that checks are carried out 
automatically during computation. À number of such 
checks must be included in a programme for a clerical 
type process. 


Errors 


248. Errors can be divided into two main groups, 

those occurring: 

(a) during the transfer of the data from one place 
to another (including the preparation of input 
data, reading from an external store into the 
computer? transfer within the computer, and 

* writing on to an external store or output); and 

(b) during computation. 


Transfer errors 

249. À simple way of detecting these errors is to 
use a sum check total (Section 5). The principle is for 
the equivalent numerical values of all items in a given 
block to be totalled and stored with the block. Ава 
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block is read from the external store, transferred 
between internal stores, or transferred from an internal 
store to an external store, the addition is repeated by 
the computer and the result compared with the stored 
check total. Where the two check totals disagree the 
computer would indicate a failure. Two separate errors 
could compensate each other but this would be ex- 
tremely rare. Special equipment could be built into 
the machine to make the check automatic without 
need to programme, but this is not essential. 

250. Where a character is in binary coded form it 
is possible to choose the code in such а way that 
if one digit is wrong the error can be detected. By 
extension of this principle multiple errors scan be 
detected and even corrected automatically. 


Computation errors 

251. There are several ways of checking the accuracy 
of the computation. It can be repeated and the result 
compared with the original calculation or the results 
of the calculation can be used to work back to the 
original information. Whenever possible different 
computer methods are used to prevent identical errors 
occurring. 

252. It would probably be best to use a method 
similar to the one now used at the Central Office 
(Section 3). Summary totals for certain types of 
information are maintained апі the results of the 
week’s calculations compared with them. This check 
combined with the ‘repeat’ and transfer chėécks 
described above will expose any errors made. 

253. It will be realized that any record, stored 
internally or externally, must be retained until after 
the second derived set of data have been used and 
checked. It will then be possible to repeat part of the 
process following a fault indication. 


` from last operation 


-to next operation 





stop for test of 
data and/or equipment 


Fic. 19. Checking procedure 





SECTION 14: CONCLUSIONS 


269. This section summarizes our view of the 
present state of knowledge on the question of applying 
electronic computers to payroll work. Some of the 
statements are general, others are conclusions derived 
from this study. 

1. A fully automatic computer is capable of carry- 
ing out all the work оба payroll, once the data have 
been put in a form which it can read, with no human 
help other than that of one operator for physical 
handling of input and output. 
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2. Most computers of.this type available in this 
country, being designed for scientific work, are handi- 
capped in wage accounting by the comparatively. slow 
speed of their input and output equipment and 
auxiliary stores. In all other respects they are adequate 
‘for payroll work. 

- 3. Magnetic tape equipment can provide the high 
speeds required for input and output,and auxiliary 
‘stores. It is in extensive use for this purpose in the 
United States of America, and it is being developed in 
this countty. It can be fitted to existing computers, 
"and should. be commercially available within two 
years. - 

4. Input and output units and auxiliary stores 
often take the same physical form. In wage accounting 
work it is an advantage for a computer to have several 
acting in each role. 

5. The reliability of modern computers is such that, 
given an adequate servicing -organization and proper 
margins of safety in the work time-table, they could 
be relied upon to produce the payroll on time. The 
‘computer programme can be designed to include a 
comprehensive series of checks which will ensure that 
there is no error in the output, and it is not essential 
tò use a computer which incorporates automatic 
‘built-in’ checking. 

6. Generally the time available for the actual com- 
puter operations in wage accounting is only a small 
fraction of the total period.: The installation of a 
computer is therefore more economical if other work is 
‘available for it. It is very likely that this will be the 
‘case in any organization large enough to need а com- 
uter for wages work. 

7. The operating speed of a computer is very 
important. With large payrolls it may determine the 
practicability of using a particular computer at all. 
In all cases where enough work is available to keep 
the computer fully occupied, speed is a vital factor 
in costs. Since the cost of computers does not rise in 
proportion to their speed, the fastest computer will in 
general be the most economic, providing it has 
matching auxiliary equipment. 

8. The actual calculation of pay occupies a small 
part of the total time in wage accounting, both by 


present methods and in a computer system. А com- 


puter which cannot economically undertake all the 


“wage accounting work could still be used for tbe 
‘calculation part, retaining a clerical system for the 


remaining work. 
,. 9. Whilst a computer can replace all the clerks who 


"manipulate data and information in wage accounting, 


it still requires a considerable number of human 
operators to translate the input data to a form which 


it can read. It seems probable that considerable 


further economies could be obtained by development 
of means by which the data could be initially recorded 
in the required form. 

то. Тће DEUCE, fitted with four magnetic tape units 
as well as its present punched-card equipment, would 


-be suitable for the weekly wage accounting for 3,400 
-staff at the Central Office of the Ministry of Pensions 
and National Insurance. It would have a large factor 


of safety on time. It would require a total staff of 
eleven, most of them on a part-time basis, a against 
twenty-two full-time staff used at present. ТЕ such a 


‘computer system were employed on no other work the 


'annual cost, excluding overheads, of staff and com- 
puter and other equipment would be £16,200, against 
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£12,700 by present methods. Whilst it has not been 
possible to assess overheads, it seems likely that they 
would be considerably leas for the computer system. 

ir. The pguce could also be used for the monthly 
payroll, for 19,000 staff, at the Central Office, and it 
seems likely that it could undertake enough further 
work to keep it fully occupied. In this case the pro 
rata annual cost of the computer system for the weekly 
wages work, again exclusive of overheads, would be 
£2,700 against £12,700 by present methods. 

12. Ít would be practicable to use the РЕЏСЕ as it 
stands, with punched-card input and output only, for 
the weekly wages work at the Central Office. 'l'here 
would be a sufficient. factor of safety on time. Because, 
however, of the longer time taken, the computer would 
have less time available for other purposes and the 
cost for the payroll work, on the above basis, would 
be greater than if magnetic tape equipment were used. 

13. For payrolls of a similar type to that at the 
Central Office, it may be said broadly that where the 
number of employees was greater than about 5,000 it 
should be worth while installing a fully automatic 
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computer system for the pay accounting alone. There 
are probably many organizations employing less than 
this which would have enough work of a type which 
the computer could undertake to make it worth while 
installing one. It must be realized that this figure is 
only intended to give a very approximate idea of the 
size of organization which will probably benefit by 
the installation of computer equipment likely to be 
available within the next few years. 

14. А large proportion of the cost of a computer 
system of the type studied in this report is the cost of 
employing the operators required to translate input 
data. An industrial payroll involving complex piece- 
work rates and bonus systems would therefore be more 
costly, but we have not studied how the economics of 
a computer system compare with those of present 
methods in this case. In favour of the computer 
system fot an industrial payroll is the fact that it 
would need little extension to provide automatic 
costing. Initial recording of data in the form required 
by the computer (conclusion 9) would be of especial 
benefit in industrial payroll work. : 


NOTES AND NOTICES 


Personal 


Messrs Gray, Ѕтлічғовтн & Co, Chartered Ac- 
countants, announce that on September 185, 1956, 
Mr J. H. L. BURROUGHES, B.A., A.C.A., previously a 
member of their staff, became a partner in their 
West End office at. 85 New Cavendish Street, 
London, Wr. 

Mn R. М. WALTERS, F.8.4.4., practising under the 
style of R. M. WALTERS & Co, Incorporated Account- 
ants, announces that as from August 1oth, 1956, he 
has been joined in partnership by Mr A. F. ARMOUR, 
A.8.A.A., Who has been associated with him for eight 
years. The practice will continue at 24 Station Road, 
Manor Park, E12, under the style of R. M. WALTERS, 
ARMOUR & Co. 

Messrs F. L. GARDINER & Co, Incorporated 
Accountants, of Barclays Bank Chambers, 14 New- 
borough, Scarborough, and Messrs LEVITT GARDINER 
& Co, also of Scarborough, regret to announce the 
death of their senior partner Mr F. L. GARDINER, 
Е.5.А.А. Arrangements have been made to continue 
the practices under the same names as hitherto arid 
the continuing partners, Mr С. W. COOPER, А.5.А.А., 
and Mr В. HUGGINS, A.S.A.A., announce that as from 
‘September 1st, 1956, they have taken into partner- 
ship Mr STANLEY RICKMAN JONES, A.C.A. 


Professional Notes 


Mr P. I. Hayman, B.COM., А.С.А., has been 
appointed secretary and chief accountant of Тће 
"Urussed. Concrete Steel Company Ltd, having 
resigned as group secretary and chief accountant 
of James Burness & Sons Ltd, and as a director” oF 
Seawork Ltd. 

Mr J. C. Gardiner, в.С.А., has been med a 
director of Manfield & Sons Lai, as from September 


4th, 1956. 


Mr Ancrum Evans, T.D., F.C.A., is resigning his 
appointment as consultant on agricultural credit to 
the National Farmers' Union Development Co Ltd, 
as from Michaelmas 1956. 

Mr Charles A. Hewitt, F.a.c.c.a., formerly with 
Clark's Bread Co Ltd, has been appointed chief 
accountant of William Whiteley Ltd. 


Obituary 
HERBERT JOHN INSTON, A.C.A. 


We have learned with regret of the death on 
September 2nd, at the age of 67, of Mr Herbert John 
Inston, A.C.A., director of finance and administration 
of the Bowater Paper Corporation. 

Mr Inston served his articles with the former 
Birmingham firm of A. E. Skidmore & Co, and was 
admitted an Associate of the Institute in 1911. After 
qualifying, he served successively with Messrs 
Sissons, Bersey, Gain, Vincent & Co; Messrs Viney, 
Price & Goodyear; Messrs Maxwell, Hicks & Co, and 
with Messrs W. B. Peat & Co at their Cardiff office. 

During the First World War he served with the 
Royal Army Service Corps from 1915-20, hold- 
ing the rank of Captain with the Army of Occupation 
in Cologne during the immediate post-war years. 

In 1921 he became organizing accountant of 
Cerebos Ltd and in October 1922 he joined Messrs 
Barton, Mayhew & Co, where he remained until 
January 1928, when he accepted the appointment of 
secretary of We V. Bowater & Sons Ltd. He became 
a disector of the company in 1929 and in January 1933 
was appointed a director of Bowater Paper Mills Ltd – 
later renamed The Bowater Paper Corporation. 

In addition to his directorship, Mr Inston acted as 
secretary of the company frbm 1935 until 1944, in 
which year he took up the office of comptroller. He 


relinquished this post in October 1953 to become 
x • 7 
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{irector of finance and administration, the- position 
ae held up to the time of his death. Не had been а 
lirector of Bowaters for twenty-seven years during 
а period of remarkable growth and development i in 
the company's affairs. 


Sir James Millard Tucker, Q.C., 
Retires from the Bar 


Sir James Millard Tucker, Q.c., has announced his 
retirement from practice at the Bar, to which he was 
ralled in 1920, in order to devote himself to com- 
nercial interests. 

Sir James, who is 63, is well known to the profes- 
sion for his work as chairman of the two Tucker 
taxation committees and as vice-chairman of the 
Royal Commission on the Taxation of Profits and 
[ncome. He received his knighthood in the 1955 
Birthday Honours. 


The Institute of Chartered Accountants 
in Ireland 


MEETING OF THE CoUNCIL 


A. meeting ofthe Council of The Institute of Char- 
ered Accountants in Ireland was held in Dublin on 
Thursday, August 23rd, 1956. 


Attendance 


The President, Mr Frank Cleland, was in the chair, 
ind there were also present: 


Messrs С. F. Klingner, Vice-President; Н. E. A. Addy, 
ohn Bacon, G. A. P. Bryan, Patrick Butler, G. E. Cameron, 
M. M. Connor, А. E. Dawson, J. F. Dempsey, James 
eum N. V. Hogan, R. E. McClure, H. Т. Montgomery, 
R. P. F. Olden, H. W. Robinson, James Walker and D. 
McC. Watson, with Mr W. S. Orr, pd and Mr Hugh 
Stevenson, Joint Honorary Secretary and Treasurer, in 
ittendance, 
Assoctates-in- Practice 

Ihe following members were admitted to practice: 


Mills, Robert McNeill, A.c.4., Ballymena, Co Antrim. 
Walker, Cecil Garrett, a.c.a., Dublin. 


Membership 


Ihe following successful candidates at the Final 
xamination, held in May 1956, were admitted to 
nembership as Associates-not-in-practice: 


Jarrett, Joseph Patrick (Cork); Broekhoven, Peter Arnold 

ublin); on, Joseph Dermot Patrick (Dublin); 
Junwoody, Finlay Cully (Belfast); Flynn, Richard Gerard 
Bray, Co. Wicklow); Garland, Roger Thomas (Dublin); 
3reening, Charles William Douglas (Cork); Kelly, 
serrard Bartholomew (Castlerea, Co. Roscommon); Kerr, 
David Andrews eas ee Co. Down); Lawther, Noel 
\lexander (Belfast); McGrath, Conor Patrick nh 


Magill, Thomas Patrick Hugh Uu DS Co. Down); 
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Nicholl, Peter Hugh (Belfast); O'Connor, Art (Dublin); 
O'Neill, William Arthur (Dublin); Rawlins, John Clayton 
(Nairobi, Kenya); Robinson, Edward James (Belfast); 
Somers, James Patrick (Dublin); Traynor, James Desmond 
(Dublin). 

. At a short ceremony, the.President welcomed a 
number of the new associates and presented certifi- 
cates of membership. The ‘John Mackie’ Memorial 


· certificate was presented to Daniel Gerard O’Dwyer, 


Dublin, who obtained First Place in the May 1956 
Intermediate examination. 


Examinations – November 1956 
It was decided that the next examinations — Pre- 
liminary, Intermediate and Final – should be held in 
Belfast and Dublin on November 2oth, 218, 22nd 
and 23rd, 1956. · 


Manchester and Liverpool Students' 
Residential Courses 
The Manchester and Liverpool Societies of Chartered 
Accountants will again hold residential courses for 
Intermediate and Final students at Burton Manor 
College, Burton-in-Wirral, Cheshire, during the 
week beginning Monday, September 24th. These 
courses are intended for the benefit of students sitting 
the Institute's examinations in November 1956, 
particularly those who are unable to attend the 
Saturday morning lectures in Manchester, Liverpool 
or Preston. The Intermediate and Final courses will 


Ђе run concurrently, and will begin on the Monday 


morning and end on the Friday afternoon. 

Experience gained during the past seven years 
indicates that past students have derived much 
benefit from these courses, and any members of the 
Institute who would care to see the present courses 
in progress will be welcome at Burton Manor. 

The joint honorary secretaries are Mr Е. С. Hoyle, 
B.A., Е.С.А., Messrs David Smith, Garnett & Co, 61 
Brown Street, Manchester, 2, and Miss Barbara M. 
Noon, А.С.А., c/o Messrs Harmood Banner, Lewis & 
Mounsey, 24. North John Street, Liverpool, 2. 


Setting up an Organization in Brazil 


. The memorandum by Mr J. S. Carolin, M.B.E., A.C.A., 
'on setting up an organization in Brazil by a United 


Kingdom registered company, which was first issued 
in 1953, has now been revised in order to bring its 
contents as up to date as possible. The memorandum 
is sponsored by the Brazilian Chamber of Commerce 
and Economic Affairs in Great Britain and copies 
(priced 155 64) can be obtained from the Chamber at 
бо Lincoln's Inn Fields, London, УУС2. 
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The Chartered Accountant Students' Society 
of London .. 


BADMINTON CLUB 


The London Students’ Badminton Club will hold a 
trial match at the Bishopsgate Institute, 230 Bishops- 
gate, London, ЕС2, on Saturday, September 29th, 
which will start at 2 p.m. and finish not later than 
6 p.m. The results of this trial will form the basis of 


selection of teams to represent the Society in sub- . 


sequent matches and members interested in playing 
are invited to write, as soon as possible, to the hon. 
secretary, Mr L. J. Goodwin, II Dorcis Ране, 
Bexleyheath, Kent. 20s red 
= ‘ H 54 
Office Management Association `,- ^. 
GLASGOW AND WzsT or ScorLAND BRANCH 


The Glasgow and West of Scotland Branch of the 
Office Management Association will hold its sixth 
annual one-day conference and exhibition on 
October 16th, in the Ca'doro Restaurant, Glasgow, 
on the subject *Effective communications in Huy 
and commerce’. 

The conference will be opened by the Lord 
Provost of the City of Glasgow, Mr Andrew Hood, 
and the conference chairman will be Mr J. C. 
Stokes, A.A.C.C.A., A.C.W.A., who is convenor of the 
conference committee and vice-chairman of. the 
Branch. - 

A paper will be given by Mr Kenneth W. Fidler, 
communications manager of Shell-Mex and B.P. Ltd, 
and the speaker at the luncheon will be Sir Robert. A: 
Maclean, c.a., President of the Glasgow Chamber of 
Commerce, and chairman and managing director of 
A. F. Stoddard & Co Ltd. An exhibition of office 
equipment appropriate to the subject has also been 


Further particulars of the conference may be 
obtained from the conference secretary, Mr J. P. 
McNee, c.4., of Donaldson & Filer Ltd, 68 Cogan 
. Street, Glasgow, C3. 


Our Weekly Problem | 
No. 135: А SIMPLE GAME ОР CARDS 


Mr L. U. Sidate was playing cards with his grandson, 
Roger, aged three. It was a simple game. Mr Sidate 
took some cards from the red suits and gave Roger 
the same number of cards from the black suits. 


Roger then took one of Mr Sidate's cards and mixed 


it with his. Mr Sidate then took one from Roger and 
shuffled it with his cards, when Roger picked again. 
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So they played in turn. After Mr Sidate's second 
pick he realized he could have in his hand two, one 


„ог no cards from the black suits. He thought the 


chance of having one black suit card was about 
fifty-fifty 
If he were correct how many cards did they start with? 
The answer will be published next week. 


ANSWER TO Мо. 134: CRACKERS IN SUMMER 


Evidently four out of the six matches were won outright, 
Le. 48 points. There could not have been a tie, so the 
remaining matches were drawn, ie. 8 points, leaving 
4 points which must have been gained. by a first innings 
lead in à match lost. Тће matches won in an innings must 
have been ‘No Balls’ v. Crackers and ‘No Balls’ v. M.D.D. 
‘Few Graces’ did not score first innings points in their 
match with ‘No. Balls’, so M.D.D. must have had a first 
innings lead in their match with Crackers. The Crackers 
thus gained 12 v. M.D.D., о v. "Мо Balls’, and 4 for drawn 
match v. ‘Few Graces’. Total 16 points. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant оғ SEPTEMBER 17TH, 1881 
Extract а leading article entitled 


"TOUTING 


The letter of “Public Accountant” in our last issue, ` 
which is supplemented by two other communications 
published elsewhere, draws attention to a matter 
which should be dealt with, as far as may be found 

racticable, in the interests of the profession at large. 
A t is only natural that accountants should look for 
protection and assistance to the Institute of Chartered 
Accountants, but at the same time it must be admitted 
that the discovery of an effectual remedy and its effec- 
tual application are by no means easy questions to 
solve. And for this reason, that the offenders are not 
within the jurisdiction of the Institute. So far as 
Chartered Accountants are concerned, if any member 


. were found guilty of touting, the Council would have 


full power to administer the most effectual of deterrent 
penalties—suspension or expulsion, according to the 
gravity of the offence. Such a proceeding would 
come within the general authority conferred by the 
Charter to punish any act discreditable to a Public 
Accountant; and in the indications given of the forth- 
coming bye-laws, offences of this character аге 
Mur ed defined. So that, apart from the fact that, 
to repeat, it is not Chartered Accountants who do this 
sort of thing, it is undeniable that the governing body 
has power, and it is equally certain will use its power, 
to punish possible offences of this kind committed by 
persons subject to its authority. . . 
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HOSPITAL COSTING 


3 EPARTMENTAL costing for hospitals has been а sub- 
D ject of some controversy in hospital circles ever since the 

National Health Act, 1946, came into operation in July 
1948, and has received considerable attention in both the national 
and professional Press. It has frequently been discussed in our 
own columns where, soon after the passing of the Act, we first 
advocated its introduction into hospital finance. Reports on 
independent investigations into the practicability of costing in 
hospitals by a Committee of Regional Board Treasurers, the 
Nuffield Trust and King Edward’s Hospital Fund for London 
then followed – each of these bodies recommended departmental 
costing — and the subject came fully into the limelight on the 


. publication of the report of a Working Party on Hospital Costing 


set up by the Minister of Health to consider the whole subject, 
and to devise a system. This the working party did, and its 
recommendations! were accepted by the Minister. 

Now, following consultations with representatives of hospital 
authorities, the Ministry of Health has issued a memorandum? 
regarding the arrangements for introducing departmental costing 
into the hospital service on April 1st, 1957, and the stage is set 
for the next step. This is for hospital authorities to set about 
making their own internal arrangements to give effect to the 
requirements of the memorandum and so ensure the smooth 
and efficient implementation of the approved recommendations. 

The main scheme as described in the report is to be applied 
initialy, as an annual operation, in hospitals of the acute and 
mainly acute type with an estimated expenditure on hospital 
maintenance, less direct credits, of £150,000 or more in 1956-57. 
For the time being, however, no hospital management committee ' 
or board of governors will be required to sperate the scheme in 
more than one hospital. 

In the case of a group of hospitals containing more than one 
hospital which fulfils these requirements, the hospital will 
normally be the one having the greater or greatest expenditure 
on hospital maintenance, less direct credits. Where expedient, 
however, hospital authorities may select one of the other qualifying 
hospitals if a system of priced stores issues is already in existence 
in that hospital or if it possesses special features which lend 
*themselves particularly to a full costing system. 

Ward Costing and the costing of operating theatres and staff 
residences were excluded from the main scheme by the working 
party, but the „costing of theatres and residences may be 
undertaken as an extension of the scheme by boards and 
committees who feel able to cost them separately without 
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incurring significant additional expenditure. 
_ АП hospitals not undertaking the main scheme 
are required to operate annually the alternative 


costing arrangements laid down by the working. 


party, which provide for the production of unit 
costs for certain departments based on the 
principal prime costs and, where appropriate, 
for the separation, as far as possible, of in- 
patient and out-patient costs on an estimated 
basis under detailed subjective headings. 

' The Minister strongly supports the views of 
the working party that, in addition to producing 


annual cost statements, all hospitals should 


consider producing interim cost statements regu- 
larly, preferably monthly, or at least quarterly. 
These. interim statements are to be limited to 
the . direct expenses of Ње departments and 
services to be separately costed. 
_ Meticulous accuracy is not required. This is 
recognized by the Minister,-who rightly says that 
modern costing practice is agreed in emphasizing 
that approximate figures, rendered and considered 


promptly, are of incalculably greater practical ` 


value than figures of greater exactitude available 
only long after the event. Such figures enable 
prompt comparisons to be made with the esti- 
mates, and inquiries to be made into appreciable 
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or significant differences while the figures are 
new and while the work is going on. 

Two further points in the memorandum are 
worthy of more than passing notice. It cannot be 
too strongly emphasized, says the Minister, that 
the unit costs produced are dependent for their , 
reliability, fully and equally as much upon the 
accuracy of the statistics which form an integral 
part of the various calculations, as on the accuracy 
of the expenditure figures upon which they are 
primarily based. This imposes a special duty on 
the finance officer. It will be necessary for him 
to take into consultation the heads of the de- 
partments concerned, to explain to them why 
the figures are necessary, the need for accuracy, 
and the use to which they will be put. 

The second point is that cost accounts do not 
of themselves provide proof of either efficiency - 
or inefficiency. They are a guide, and must be 
accepted as such, in indicating possible lines of 
profitable inquiry to be followed up and leading, 
where appropriate, to -the taking of prompt 
action. The whole secret —if secret there ђе – 
of an effective costing system is the use to which 
the information it provides is put by management. 
with a view to ensuring the most efficient use of 
hospital funds. 


EXEMPTION OF SAVINGS BANK INTEREST | 
FINANCE ACT, 1956 —1I 


exempts from income tax the first {15 of 

savings bank interest, is perhaps a new illus- 
tration of the much-quoted remark that income 
tax and equity are strangers. It would be difficult 
to justify such an exemption in equity, when all 
other’ forms of investment income (other than 
interést on National Savings Certificates) continue 
to bé chargeable. It is also questionable whether, 
in strict equity, a person who has enough income 
to pay tax should get a better return from his 


See: g of the Finance Act, 19 56, which 


savings bank deposit than his poorer fellow . 
citizen. The section proceeds from expediency, 


as encouraging savings and thus combating in- 
flation, and also perhaps partly from a cynical 
recognition of the difficulty of seeing that small 
amounts of actual interest are in fact disclosed 
on tax returns. In 1951 power was taken to 
require returns from all barfks of interest pay- 


ments exceeding {15 and an enormous amount 
of undisclosed income was thereby revealed. The 
limit of £15 was fixed because in relation to 
smaller sums the probable yield of tax was 
regarded as incommensurate with the adminis- 
trative costs of investigating the tax returns of 
the recipients. Section 9 now goes a step further 
by exempting such sums, provided they come 
from the Post Office Savings Bank, trustee 


· savings banks, seamen’s saving banks, and certain 


other banks, the fundamental requirement being 
that the sums in respect of which the interest is 
paid are invested with the National Debt 
Corfimissioners. 

Section 9 (1) provides that when an individual’s 
total income includes sums paid or credited in 
respect of interest on deposits with the Post 
Office Savings Bank, a seamen’s bank or ordinary 
deposits with-a trustee savings bank, ‘those sums 
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shall ђе disregarded' for all the purposes of the 
Income Tax Acts other than: 

(a) surtax; and 

(b) the furnishing of information; 
if or in s¢jfar as they do not exceed £15. 

The subsection does not say so in terms, but 

e intention is obviously to aggregate all the 
sums in respect of the same individual and to 
apply the £15 limit once only. However, some 
individual may well have the temerity to argue 
that if he receives £15 from the Post Office and 
£15 from a trustee savings bank, each of those 
sums is to be disregarded. 

The draftsman was at pains to ensure by some- 
what tortuous language that the {15 limit. would 
apply separately to a husband and a wife living 
together. Thus, if the husband receives £18 and 
his wife receives [12, he will pay standard rate 
tax on {£3 only. If each receives £15, then the 
whole amouht is exempt. 

The expressions 'trustee savings bank' and 
‘ordinary deposit’ are well understood. Section 9 
(6) gives them the same meaning as they bear in 
the Trustee Savings Banks Act, 1954, which 
consolidated the earlier Trustee Savings Bank 
„Acts. It follows that interest on deposits in the 
"Special investment department of a trustee savings 
bank does not qualify for the exemption. 

. “‘Seamen’s savings bank’ means a bank main- 
tained under Section 148 of the Merchant Ship- 
ping Act, 1894. These banks are maintained by 
the Board of Trade and accept deposits from 
seamen and their wives, widows and children. 

During the Committee stage of the Finance 
Bill the Government were pressed to extend the 
category of banks where deposit interest qualified 
for the exemption, and these representations have 
resulted in Section 9 (3) which provides for a 
limited extension in the case of a savings bank 
maintained under a local Act. In actual fact, the 
only existing savings bank maintained under a 
local Act is The Birmingham Municipal Bank, 
whose activities have been so successful that 
there is no trustee savings bank in that city. 
However, other banks may well be established 
under local Ácts to take advantage of the sub- 
section. The bank has to satisfy the ‘Treasury 
that having regard to: 

(a) the rules to be adopted by the bank; and 

(5) the conditions subject to which deposits are 

to be accepted by the bank ora department 
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of the bank; and 
" (с) such other matters as the Treasury may 
require to be proposed in the application; 
that the deposits will sufficiently correspond with 
ordinary deposits in a trustee savings bank to 
justify it, the Treasury may ‘certify’ the bank (or 
its appropriate department) for the purposes of 
Section 9. 

As long as the certificate is in force, the interest 
payable on the deposit is to be restricted to 23 per 
cent, and such interest will be treated as though 
it were interest qualifying for the exemption 
under Section 9 (1). At the same time the deposits 
will have to be invested with the National Debt 
Commissioners, and Sections 25 to 38 of the 
Trustee Savings Banks Act, 1954, will apply to 
the bank or department. These sections govern 
the investment of deposits by trustee savings 
banks with the National Debt Commissioners, 
and the interest to be paid thereon by the Com- 
missioners. The sections are to apply with such 
modifications as the Treasury may order and the 
modifications may include a reduction of the rate 
of interest payable by the Commissioners. 

-The certificate itself may be revoked if the 
Treasury cease to be satisfied that the certificate 
is justified, in which case the Treasury may give 
directions for the withdrawal of the moneys 
invested with the Commissioners (Section 9 (4)). 

As stated above, the exemption conferred by 

Section 9 does not extend to surtax. Section 9 (2) 
provides that for the purpose of arriving at the 
individual's total income for the purpose of sur- ` 
tax, the net amount of the interest which has been 
exempted from standard rate tax under Section 9 
(1) is to be grossed up at that standard rate. The 
provision is the same in effect, although not in 
wording, as Section 445 (2), proviso (ii), of the 
Income Tax Act, 1952, in relation to surtax on 
building society interest where the building 
Society has entered into the usual arrangement 
with the Inland Revenue. 
. Thus the first {15 of interest credited to a 
surtax payer will be ignored as such, but £26 
will be included in his income for surtax pur- 
poses. If his highest surtax rate is 10s, he will 
have to pay £13 out of his {15 ‘tax-freé’ interest, 
leaving him with £2. This is why the entirely 
tax-free National Savings Certificates constitute a 
much more attractive proposition for heavy 
surtax payers. и 
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PRACTISING ACCOUNTANTS' 
TIME AND FINANCIAL BUDGETS 


by G. D. WHIPP, F.S.A.A. À 


accountants' work in progress records', in 
The Accountant dated July 21st, 1956, I 
endeavoured to show how the analysis of clerks’ 
time-sheets could assist in obtaining .work-in- 


|: my previous article entitled ‘Practising 


progress figures. A form of summary of time-~ 


sheets was illustrated and it was indicated that 
the information so provided could give the past 
experience from which time budgets could be 
prepared. 
Time Budgets 

A time budget for an accountancy practice 
inyolves an attempt to forecast the number of 
hours expected to be worked in a future period 
by those members of the staff included in the 
budget. The number of hours to be worked 
would be analysed to show the time expected to 
be charged to clients, in addition to holidays, 
sickness and other forms of non-chargeable time. 

In preparing a time budget, it should be 
decided at the outset whether the budget is to 
cover a future year as a whole, or whether the 
year is to be broken down into specified monthly 
or other short periods. Owing to the effect of 
holidays particularly, the four-weekly or monthly 
^wbudget is recommended, for to take one-twelfth 
of a yearly total would give inaccurate results for 
the months of July and August. The comparative 
merits of four-weekly, as against calendar- 
monthly, periods are well known and, for the 
purposes of this article, reference. will merely be 
to monthly figures: ; 

-- It then becomes necessary, hara decided 
upon the monthly periods to be adopted, to 
calculate the total possible working hours for 
each clerk or partner to be included. This total 
is the number of hours worked per week, multi- 
plied by fifty-two, ignoring holidays at this stage. 
The year's total is then spread back into the 
monthly periods. Should four-weekly months be 
favoured, the allocation to each month is simply 
one-thirteenth of the year's total. The calculation 
for calendar months is more complicated – a 
practical point in favour of four-weekly periods. 
From the total possible hours of work have 40 
be subtracted the various allowances for holidays 


and other absences. Thus, deductions are made- 


in the appropriate months for all persons in- 
cluded in the budget, for the number of hours 


absence owing to public NE that is, Сос: 
Friday, Christmas Day, etc. Similarly, it may 
that clerks are allowed certain Saturday morning. 
off, and deductions would be made in respect of 
those. In the case of offices which are closed every 
Saturday, effect would be given to this in the 
initial calculation of total possible working hours. 
Having allowed for absences uniformly dated 
for al members of the staff, the individual 
absences then require consideration. Each clerk's 
annual holiday has to be deducted in the period 
or periods over which it will occur; and some 
clerks may be given a period of weeks of absence 
for study, perhaps immediately prior to May or 
November examinations. By considering each 
Clerk's expected programme for the year ahead, 
the total possible hours of work are reduced by 
all known absences, until figures for working 
hours are obtained, which are subject to further 
reduction to adjust for sickness and other un- 
foreseeable happenings. This final deduction 
can only be made arbitrarily, but the availability 
of past records is a useful guide. It is suggested" 
that a deduction in the region of 3 per cent or 
4 per cent of the working hours would be reason- 
able for these contingencies. 'The figure adopred 
would obviously vary in cases of exceptional 
health records or other. particular circumstances. 
The above procedure is summarized in the 
example illustrated on the next page. The 
complete list of deductions for time off will 
vary from practice to practice, and the example 
merely indicates the type of calculation required. 
Figures of expected working hours are obtained 
for each clerk to be included and totalled to 
arrive at the budget for the practice as a whole. 


Disposal of Time 

'The hours ultimately obtained for each clerk in 
the budget represent the time expected to be 
worked during each month into which the year 
has been divided. It now remains to consider the 
use to which that time will be put, that is, to assess 
what proportion will be charged to clients and 
what proportion will be non-chargeable. 

In general, a minimum of non-chargeable time 
would presumably be the objective in a practige. 
Certain types of work may, however, be done by 
clerks, for which no direct charge is made. For 
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EXAMPLE OF A TIME BUDGET 


Total possible hours of work (assuming a forty; 
hour week for fifty-two weeks) 


es absences dated uniformly for all the staff: 
Good Friday and Easter Monday : 53 
- Whit-Monday and Tuesday .. 
August Bank Holiday 
Christmas Day and Boxing Day 
New Year's Day 
(Plus any other time which may Ђе allowed) say 
Saturday mornings off, one in ie. 13 X at 
ours 5 Ls А 


Less individually dated absences: 
Summer holiday, 2 weeks — . 
Examination study (forth those clerks concerned) ; 
tbree weeks . 


Less deduction for sickness and contingencies; 
3-4 pers cent 


Time pected to be worked in year, to be appor- 
tioned between chargeable and non-chargeable 
time. 


example, insurance agency or trade association 
work may be non-chargeable in the ordinary 
sense owing to the method of remuneration. Even 
for clerks fully occupied on directly chargeable 
auditing, a certain amount of non-chargeable time 
is almost inevitable and, throughout practices, 
the volume probably varies according to the class 
of clerk and also according to the size of the 
practice. А junior articled clerk, even after making 
full allowance for study time, may not be wholly 
employed on chargeable work. His proportion of 
chargeable time would normally be less than that 
of, say, a semi-senior audit clerk who would be 
expected to be almost entirely engaged on 
chargeable work. 

The proportions of chargeable and non- 
chargeable time are indicated by an analysis of 
time-sbeets for previous periods. The summary of 
time-sheets previously mentioned, if available for 
past years, provides useful experience from which 
to assess the future expectations. Past records 
may show that some clerks have то per cent of 
their actual working hours as non-chargeable; 
others may have 15 per cent, and,so on. 

The expected working hours for each clezk per 
month are therefore finally reduced by the non- 
chargeable percentage, and the resulting monthly 
totals for each clerk are the targets of chargeable 
hours. 

For the preparation of a financial budget, ex- 
pected fee income can be obtained by multiplying 


'Total 


А Columns for each monthly period 
for yeat 











The yearly total is divided into the monthly 
periods adopted. 


2,080 . 


~“ 


The deductions for holidays etc. are made in the 
months in which the absences are to occur. 


In the case of deduction for sickness and con- 
tingencies, the percentage may be applied to 
the resultant for each month after deducting 
holidays etc. Alternatively, the attempt may 
be made to anticipate seasonal sickness by 
loading the Winter deductions. 


the target chargeable hours (from the time 
budget) by the current, or proposed charging- 
out rates. This assumes that fee income arises 
„solely from recorded chargeable time, and where 
' this is not the case, allowance would have to be 
made for any additional fees or charges. 

If the time budget has been made on a monthly 
basis, the fee income budget can be prepared 
similarly. In this way, the effect of holidays in 
July and August would result in a lower expecta- 
tion of fee income in those months compared 
with the rest of the year. 

Additional sources of income often occur in 
accountancy practices and, to obtain a total 
income budget, estimates will be required of such 
items as insurance and other commissions. It 
may also be that some of the audit and other fees 
do not arise specifically from the charging out of 
clerks’ time. As the objective is to ensure that 
estimates of all sources of income are included in 
the budget, the precise nature and basis of charg- 
ing of the various sources would require ex- 
amination. 

No great difficulty should be experienced in 
making estimates of overhead expenses, but more 
careful consideration may be necessary in estimat- 
ing salaries. It may be advisable, initially, to use | 
-provisional salary estimates, until it has been 
possible to make a preliminary comparison of 
expected income and expenditure. A further point 

.in connection with salaries is the need to allow 
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for the employer's share of the National Insur- 
ance contribution. This can be an appreciable 
amount, even for quite a small staff. With esti- 
‘mates made of income and expenditure, it is 
possible to review the complete financial budget; 
and to consider the profit or loss revealed. The 
difference between income and expenditure may 
indicate a need to revise some or all of the charg- 
ing-out rates or, perhaps more happily, the 
opportunity may be foreseen to increase certain 
salaries. 

Whatever the results, the — is made 
aware of the probable outcome of the future year's 
working, so enabling him to act in advance. 


Comparing Budgets with Actual 

For time control purposes, the following method 
has been found to be suitable. A schedule is 
drafted consisting of vertical columns for each 
month of the forthcoming year, with an extra 
column for the year’s total. Horizontal spaces 
are provided for each clerk included. Within each 
horizontal space is provision for: 

(а) actual chargeable time recorded in the 

month; 

(5) budget chargeable time for the month; 

(c) actual cumulative total to date; 

(d) budget cumulative total to date. 
The monthly and cumulative budget figures of 
chargeable times are inserted at the commence- 
ment of the year. Each month, the actual charge- 
able hours worked by the staff are obtained from 
the summary of time-sheets and entered against 
the budget figures. 

. In this way a running comparison is obtained 
of the monthly progress of time charged out. It 
was stated in the previous article that time 
charged out is the source of the bulk, if not all, 
of the audit fee income of a practice. Thus, one 
of the keys to the maintenance of fee income is to 
ensure that the chargeable time recorded by the 
staff, month by month, is keeping up to its budget. 

. To compare the financial budget with actual 
performance involves taking into account the 
method adopted in keeping financial records. It 
is not proposed to describe methods of account- 
ancy for accountants, and the following sugges- 
tions are made with the possibility of their being 
adaptable to meet most systems in use. ` 

The vital items in the income and expenditure 
accounts of practising accountants are the various 
sources of income and salaries. Overhead ex- 
penses, excluding indirect salaries and possibly 
stationery, although not to be ignored, may be 
largely fixed and not sufficiently controllable as 
to merit more than general supervision. 
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Of the vital items, salaries do not present any 
great problem in their comparison ‘with the 
budget. It is assumed that sufficient book- 


‘keeping is undertaken to provide monthly salary 
totals for comparison with the budget. Adjust- 


ment would, of course, have to be made for 

annual pension scheme payments, and staff 

bonuses may necessitate some apportionments. 
Income from sources other than audit fees 


‘needs consideration according to the precise 


nature of the income. Insurance commissions, 
for example, are receivable quarterly, and their 
comparison with the budget is perhaps best made 
on a quarterly basis. 


Effect of Work in Progress 
Actual audit fee income is affected by the 
volume of work in progress and by debtors. 
Although the ‘cash basis’ may be acceptable to 
the Inland Revenue, variations in work in pro- 


‘gress and debtors can be substantial enough to 


necessitate their inclusion in internal ‘accounts. 
The fee income budget has been prepared on 
the basis of each month’s chargeable time actually 
being charged out at the appropriate rates. This 
assumes no fluctuation in the volume of work in 
progress or, alternatively, the valuation of work 
in progress at charging-out rates. Such a basis of 
valuation is unlikely to be acceptable and; conse- 
quently, allowance must be made for this factor 
in comparing actual fee income with the budget. 


Variations from Budget 
Subject to the effect of сћапрез in the amount 
of work in progress, variations between actual 
and budget income arise for two reasons. There 
will, in all probability, be differences between the 
actual chargeable time worked compared with the 
time budget. Secondly, work may have been , 
billed out at rates greater or less than the rates at 


. which the time budget was converted to produce 
the income budget. | 


‘The first source of variation is revealed by 
examination of the time budget, together with 
the actual chargeable times recorded. When 
actual times fall below the budget, the remedy 
often lies in the internal organization and staff 
planning. Variations between charging-out rates 
adopted for (ће budget and those actually ob- 
tained are made apparent by the use of a bill book ` 
ruled similarly to that illustrated in the earlier 
article. T'his included columns to show the fee 
charged, the scale fee, and the : deficiency orsurplus 
on each bill rendered. By using some such method, 
attention is directed to those jobs for which the 
fees do not coptribute fully to the total income. 
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INVESTMENT IN STOCKS AND SHARES —I 


by G. L. C. TOUCHE, B.A., F.C.A. 


THE NATURE OF INVESTMENT 


HE essence of investment is the placing of 

money at risk in the hope of gain. Although 

this paper is confined to investment in stocks 
and shares, it is worth noting the wide range of 
activities which are described as investment. Capital 
formation, in the sense of the construction of buildings 
and industrial plant, is called investment. So are the 
sixpences risked by 'investors' on football pools. 

To describe investment as ‘the placing of money at 
risk in the hope of gain’ is imperfect as a definition, 
if only because it implies that’ money which is not 
invested is not at risk. This is an illusion which takes. 
a long time to die. The description does, however, 
draw attention to the essence of the matter, and 
suggests the following general propositions: 

(1) It is necessary to take risks in order to achieve 

gains.¢ 

(2) To take risks which are out of proportion to the 

possible gains is irrational, although frequently 
done. 

(3) The art of investment consists in an accurate 

assessment of the chances. 


It will, therefore, be useful to consider first the 
main types of risk to which stock exchange invest- 
ments are exposed. These will be considered under 
the four headings of political risks, commercial 
risks, market risks, and currency risks, 


INVESTMENT RISKS 
Political Risks И 
It may seem surprising that I should put political 
risks first, and would have seemed surprising fifty 
years ago when the hazards of trade were regarded 
as the most dangerous currents through which the 
investor had to navigate. The major political develop- 
ment of the last fifty years has been the increasing 
concentration of power in the hands of the State. 
How this has come about need not concern us here; 
all we need to do is to recognize it. Power tends to be 
used, and the powerful State machine, whose 
development has been accelerated by two world 
wars, is not likely to be left to rust by ambitious 
politicians. 

The main political risk is war, but even in peace- 
time State action penetrates deep into economic life. 
The extent of it is shown by the fact that the State 
spends over 30 per cent of total national expenditure. 
Government decrees must be of nation-wide applica- 
tion, and cannot be adjusted with delicacy to par- 
ticular situations. State action, therefore, tends to be 
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clumsy and violent in its effects. How violent these 
effects can be in the field of investment may be seen 
from the following typical examples of Government 
action in the economic sphere: 

(1) The nationalization, denationalization and 
threatened renationalization of industries. 
This game alternately removes whole industries 
from the field of private investment and re-injects 
them. Corresponding changes occur in the out- 
standing volume of Government securities. These 
operations work to the detriment of the private 
investor in two ways. First they remove from 
the field of investment many desirable stocks, 
particularly in public utilities. Secondly, the prices 
at which they are carried out tend to be arbitrary. 
In the case of the coal industry, some attempt at a 
proper valuation was made, with the result that 
many companies are still waiting for final settlement. 
The electricity industry was acquiréd by the State 
at stock exchange prices, which understated its real 
value. In the case of the railways, the investor 
may perhaps think himself fortunate to have been 
compulsorily bought out at the price paid. 

(2) The control of internal trade. Numerous 
attempts are made by the State to influence the 
volume of internal trade and the prices at which it 18 
done. Such measures include Government trading, 


. rationing, stockpiling, control of materials and of 


the engagement of labour, control of quality by 
utility schemes, price control, purchase tax, credit 
restrictions, control of capital issues and borrowing, 


: and numerous others. In America they have the 


Anti-Trust laws and in England we have the Mono- · 
polies Commission. Sudden Government action in 
any of the fields mentioned can make or mar the 
prosperity of an industry overnight. 


(3) The control of external trade. Tariffs have 
been with us for centuries, but have recently been 
joined by quantitative restrictions, which sometimes 
amount to total prohibition. Recent examples were 
the import controls which Australia was obliged to 
impose in 1952 and again in 1955, and which 
resulted in serious losses to British traders. Most 
countries impose quantitative restrictions to some 
extent. Closely allied to these measures are exchange 
controls, which generally result in multiple rates of 
exchange for different purposes. Here the classical 
examples are the Sterling Área and the South 
American republics. The loss incurred on British. 
investments in the latter has been enormous. 


. °(4) The persecution of capital. It is regrettable 


- to report that there is an increasing tendency towards 


the persecution of capital and the capitalist. This is 
due to the demagogic nature of popular governments, 
whether they be tyrannical or democratic. The ‘have- 
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nots’ so greatly outnumber the ‘haves’ that it is 
always a popular move to plunder the ‘haves’. The 
tendency also appears in the persecution of foreign 
capital. ЈЕ is surprising to find this sport most 
indulged in by some countries most in need of. 
foreign capital for their own development. These 
countries can frequently be heard calling loudly for 
new capital investment while persecuting existing 
capital, and as a result of such policies numerous 
countries offering the most promising prospects of 
future development have rendered themselves unfit 
for investment. 

In considering the various political risks which 
have been briefly indicated above, the reader may 
reflect how far we have declined from the financial 
standards of the nineteenth. century and the auto- 
matic discipline of the gold standard. 


Commercial Risks 

Commercial risks are accepted by investors as 
natural, as distinct from the man-made hazards 
considered in the previous section. They arise from 
success or failure in trading. Such risks depend on 
the condition of the country in which the trade is 
carried on, the condition of the industry аз а whole, 
and the condition of the company in it. 

Until recently there was a fairly well established 
pattern of economic cycle, but the rhythm of this has 
since the war become so obscured as to be of little 
value for purposes of prediction. That these fluctua- 
tions in the world volume of trade to some extent 
depend on and can be influenced by monetary 
policies is no doubt true, but few governments yet 
possess the clear understanding or the self-discipline 
needed to regulate such things. As things are at 
present, the volume of world rade depends largely 
on the level of economic activity in the United 
States, which consumes about half the world’s 
industrial raw materials and produces about half the 
world’s manufactured goods. 

Booms and slumps tend to breed by chain reaction. 
The prosperity of one trade leads to larger payments 
of wages and dividends, which in turn increase the 
demand for the goods of other trades. There there- 
fore tends to be periods when all industries are 
booming and other periods when all industries are 
depressed. 

Apart from trade in general, individual industries 
have their own life-cycles. The time for the investor 
to enter a new industry is in the phase of rapid 
secondary expansion, by which is meant, after the 
original creators have lost their money trying to 
launch it, after the mass of small firms who tried to 
cash in on the new Eldorado have been weeded out 
by mutual competition, and after the public disgust 
at the bad quality of the first products has died down’ 
Premature investment in new industries is a frequerft. 
source of disappointment. But a new industry, 
once firmly established, generally has a fairly long 
period of growth and development, until it reaches 
maturity or saturation of the market, after which its 
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further expansion depends on the growth: of the 
population. 

Industries decline as changing social. habits 
remove the wants which it is their function to supply, 


„ог their product is superseded by newer raw materials 


or newer methods of manufacture. 

As with industries, so do companies tend to pass 
through a life-cycle. They have their periods of 
uncertain childhood, vigorous but erratic adolescence, 
sturdy prime, easy-going middle age and final 

etri cation. This analogy must not, however, be 
pressed too far as there is always the possibility of 
rejuvenation. 

Commercial success in the long run depends 
u good management and a favourable business 

сае One of these alone may be sufficient for 
success in the short run. In a favourable business 
climate even poor management will often make 
profits, while good management may do so in spite 
of unfavourable circumstances. 

As regards the particular risks considered in this 
section, the most successful investments would be 
made - 

(а) near the beginning of an ТЕТЕ phase of 

the economic cycle; 

(5) in a country where the economy 18 itself heat 

and expanding; : 

(c) in an industry in the geometric phase of 

secondary development, 

(4) in a well-managed company firmly established 

but not necessarily dominant in its trade. 


Market Risks 


The risks hitherto considered are, in a sense, іп-. 
trinsic; they effect the prosperity of the trade. carried 
on. We have now to consider a different class of 
risks, namely, what may happen to the price of the 
shares. This price may and does move according to 
factors affecting the stock-markets generally, and 
without any change occurring in the intrinsic value 
of the company’s business. Such changes are said to 
be due to changes in confidence or market sentiment, 
which is only a way of saying that they cannot be 
accounted for by more obvious causes. The amplitude 
of the fluctuations due to changes in confidence 
normally exceeds that of fluctuations due to more 
obvious causes, such as c es in profits or dividends 
and changes in the general level of interest rates. 
At first sight it appears that the way to make money in 
investments is to play the cycles of confidence, but, 
as we shall see later, this presents very great diffi- 
culties in practice. 

Another form ef market risk is the risk of having 
no majket at all. This can occur even with stocks 
which have a stock exchange quotation. А jobber 
cannot take the risk of buying stocks he cannot re-sell 
to the public or of selling stocks he cannot purchase 
from the public. It is ultimately the public, and 
not the jobbers, who make the market. Therefore the 
market in a small issue can never be anything but 
narrow, and there are times of crises when the market 
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in nearly all issues becomes narrow. In these con- 


ditions it becomes impossible to deal except at very ` 


poor prices and in some cases impossible to deal 
at all. One's investment becomes in practice un; 
marketable. 

The lack of ability to sell greatly increases the 

risks of an investment. If the investment starts to 
go bad and there is a free market, the investor can 
sell and limit his loss. If there is no market, he cannot 
sell and may incur a total loss. An unmarketable 
investment is, therefore, an all-or-nothing risk, and 
investors rightly demand a much larger return in 
compensation. 

'The lessons to be drawn from this section аге 

therefore as follows: 

(1) an unmarketable investment has to be very 
attractive to compensate for the greatly in- 
creased risk; 

(2) it does not follow that a stock is marketable 
merely because it has a stock exchange quota- 
tion. Апу issue of less than f2 million may 
suffer some disability in this respect. 


Currency Risks 
As intelligent investors, and particularly as account- 


ants, we should not be content with profits on the’ 


books. A £1,000 of Government Stock may have 
been bought in 1910 at 95 and sold in 1955 at о.о. 
The books will show a profit, but the unfortunate 
investor will have lost most of his capital owing to 
the depreciation of the commodity (namely, money) 
which he has chosen to invest in. The steady decline 
in the value of nearly all currencies is a major 
characteristic of the age in which we live, and its 
bearing on investment policy is profound. If one 
accepts that a condition of continuous inflation has 
become endemic, then many of the traditional 
investment standards must be changed. · А 

Inflation is due to political ineptitude. Govern- 
ments get into a financial mess and resort to inflation 
in order to get out. Indeed, it is wrong to say they 
resort to inflation. Inflation is the automatic correc- 
tivé of monetary mismanagement, and comes from 
failure to resort to more positive cures. 

The financial mess arises from excessive expendi- 
ture on unproductive projects, of which the principal 

: examples are wars and ‘welfare’. There is no sign of a 
reduction in either of these tendencies. `- 

For the purposes of investment, however, . the 
causes of inflation are not so important as thig question 
whether it is likely to continue. 

The half-century before 1914 was a period of 
remarkable monetary stability due to the operation 
of the gold standard. Апу deterioratión in a country's 
financial position was quickly reflected in the ex- 
changes and followed by movements of gold. Protect- 
ing the value of the currency was a prime considera- 
tion of policy in those days, and efforts to do so may 
well have contributed to industrial depression and 
unemployment. Now it is clear that, so Б ong aè there 
are fluctuations in prosperity, there rpust be fluctua- 
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tions in real incomes. Real incomes comprise three 
factors: level of employment, wage rates (in the 
widest sense), and currency value. When the main- 
tenance of currency value was a prime objective of 
policy, fluctuations were reflected in changing levels 
of employment and wages. At a later stage, wage 
rates became rigid, and as it was still sought to 
maintain the value of the currency, heavy unemploy- 
ment resulted. It is now accepted in most industrial 
countries that a high level of employment is a prime 
objective of policy, and as the rigidity of wage rates is 
likely to continue, it follows that the currency is 
likely to bear the brunt of economic fluctuations. 

There are many people who feel that it is too much 
to hope that the electorate will always be so en- 
lightened as to refrain from unreasonable demands, 
or governments so virtuous as to resist them. If 
these people are right, a reassessment of the merits of 
fixed interest stocks is required. It would follow 
that such stocks (herein called ‘money stocks’) carry, 
a near certainty of loss in the long run, and are 
unsuitable for permanent investment. However, only 
a small proportion of investment is permanent, and 
such stocks serve other purposes. 


THE CHOICE OF INVESTMENTS 


It is a delusion to suppose that there is an ideal 
portfolio suitable for all purposes. The reason for this 
is that the factors governing the choice of investments 
derive as much from the investor and his particular 
needs and situation as from the investments. _ 


Factors Derived from the Investor 


Objective. Innocent greed is not the only driving 
power behind the stock-market. The primary object 
of investment is often tempered by other considera- 
tions. Banks and insurance companies invest heavily 
in money stocks, and it might be thought from what 
has been said above that this is a foolish policy. 
That would be a rash conclusion. The main objective 
of banks and insurance companies is to meet their 
liabilities and they invest only within certain defined 
limits of risk. А well-known overseas insurance 
company which invested too heavily in equities in 
the ‘twenties, had reason to regret it during the 
slump of the early 'thirties. 


Terrn. Closely connected with the objective is the 
question of the duration or term of the investment. 
If the investment is not to be permanent, it is 
important that it should be possible to realize it to 
maximum advantage at the time when the money is 
wanted. This depends very much on the length of 
notice the investor is likely to receive. If the length 
of notice is short, he can only invest in short-dated 
meney stocks, where fluctuations in market prices 
are small. Equities on the other hand suffer larger 
fluctuations and the cycle from one peak to the next 
or from one trough to the next usually occupies 
several years. Therefore, any fund which may be 
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called upon to disinvest itself in whole ог in part 
at less than two years’ notice should have an appropri- 
ate proportion of money stocks. | 


Size of the fund. There is.a lower limit as well 
as an upper limit to the convenient size of an invest- 
ment. Very small units of investment are costly to 
deal in and require a disproportionate amount of 


attention. A small fund, therefore, tends to have a 


small number of investments and a few bad choices 
may seriously damage the fund. 'lherefore, the 
smaller the fund, the smaller the individual risks 
that should be taken. | j 

There is, however, one way in which the small 
investor may obtain a large degree of diversification 
without increase in the number of investments, and 
that is by buying the ordinary shares of sound 


investment trust companies. In my opinion, this is 


the ideal form of permanent investment for private 
individuals, but I may be prejudiced. To a lesser 
extent, the shares of insurance companies perform 
the same function. It will be observed that the 
Council of the Institute has thought fit to invest a 
considerable part of its funds in these two categories. 

At the other end of the scale, the very large fund 
has disadvantages. It will either have to invest in 
units larger than the market can absorb should a 
sale become necessary, of be compelled to lower 
the quality of its investments on account of the 
‘great number that have to be found. It is possible 
that insurance companies would invest more of their 
funds in equities, if a-greater supply of equities of 
the right quality were available. . 

Thus, it is easier to invest {10,000 than £1,000, 
but easier to invest то. million than {100 million. 


Taxable status of the investor. With the weight 
and variety of existing taxes, the taxable status of the 
investor will often influence his choice of investment. 

(i) Capital gains and losses. The first point to 
consider is whether the investor is assessable on 
capital gains and can obtain relief for capital losses. 
Norally indvidual are not assessed on capital 
gains. The orthodox investment trust is not .50 
assessed, but other companies carrying on a similar 
business are. | 

It is too readily assumed that it is better not to be 
assessed on capital gains. This view is based on the 
fact that the value of invéstments as a whole and 
in the long run tends to grow, and indeed they would 
not be bought were the. expectation the reverse. 
But the view overlooks the fact that the investor can 
choose which investments to sell If a company 
assessed on capital gains adopts a policy of selling 
those investments which show a loss, it will not only 
improve the quality of its portfolio but be better off 
than the orthodox investment trust by the amount ef 
the tax recovered. The advantage is lost if profits 
have to be realized, and there is a tendency for such 
companies to become frozen into retaining their 
successful investments. It is, therefore, an essential 
part of such a policy that the investments selected be 
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of the highest quality, so that, if successful, they may. 
be held for very long periods. 

(ii) High taxpayers. Assuming capital gains аге 
not taxed, income becomes of less and less importance, 
‘as compared with capital gains, as the rate of tax 
rises. In the extreme case of a taxpayer paying 18s 6d 
in the pound, one shilling and sixpence of capital 
gain is worth one pound of income. 

(it) Low taxpayers. There are certain special 
factors affecting low taxpayers, in which I include 
non-taxpayers, such as charities and pension funds. 

First, the net United Kingdom rate stated on the , 
back of the dividend counterfoil is important. This 
rate is less than the standard rate where the company 
has received foreign tax relief. As the investor cannot 
recover more than the net United Kingdom rate, the | 
effective yield may be seriously reduced in the case of 


„а low taxpayer. 


Secondly, except in special cases, market prices 
are most influenced by those investors who pay tax 
at or near the standard rate. 'l'herefore, when 
allowance is made in the price for the need to 
amortise a premium out of income or he need to 
require a high income to compensate for an excep- 
tional risk, it is normally the net income which is 
considered to be available for this purpose. Therefore, 
stocks standing well above redemption price often 
give the highest redemption yield to low taxpayers, 


- and, theoretically, high-yielding speculative stocks 
"should be relatively cheaper for low taxpayers. I 


present this disturbing thought to pension fund 
trustees. 

(iv) Profits tax. As you know, all investment 
income except dividends from companies resident in 
the United Kingdom is unfranked and liable to 
profits tax. It is sometimes overlooked that even 
United Kingdom companies, if they operate utilities 
and pay only the 3 per cent rate, produce income 
which is unfranked, although relief is given for the 
3 per cént paid. 

If the investor is liable to profits tax, the effect is 
to reduce the yield by his effective rate of profits tax 
grossed up at the standard rate of income tax. Thus 
an investment trust which distributes two-thirds of 
its income would have an effective profits tax rate 
of 21 per cent (3 per cent-++two-thirds of 27 per cent). 
As this tax has to be paid out of income which has 
suffered income tax, the effective rate has to be 
grossed: up at 8s 64 in the pound and becomes 
364 per cent. Thus of investments giving the same 
gross yield, one producing unfranked income will 
yield this taxpayer 364 per cent less than one produc- 
ing ed income. 

Thus it is ndt attractive for a company liable to 
profit’ tax to hold industrial debentures or loan 
stocks in comparison with good quality preference 
stocks. For the same reason preference stocks of 
foreign companies are unattractive. 

(v) Foreign tax relief. Foreign tax relief arising out 
of the various international agreements of recent years 
has been a wopderful thing for investors as it has 


‘eptember 22nd, 1956 


‘emoved one artificial restriction on the field of 


nvestment. It is astonishing that the benefits of this: 


‘elief are so little understood, although it. must be 
idmitted that the drill is rather complicated. 

Most investors, one.would imagine, if they had the 
whole world to choose from, would like to invest some 
загі of their funds in the United States of America. 
Phe normal rate of tax on companies in that country 
S 52 per cent, so that a United Kingdom investor 


iable at 8s 64 in the pound can recover all the United: 


Xingdom tax deducted. He only pays the American 
t5 per cent withholding tax, on top of the tax paid 
xy the company. If he is liable to surtax or profits 
ax, he can often recover some of these taxes too. 
The relief applies only to dividends on common 
stock, and not to debenture interest or preference 
lividends. 

A note will be found at the end of this paper 
Appendix I)! which goes into the mechanics of the 
matter in greater detail. 

The effect is that in the case of a United Kingdom 
nvestor liable at the standard rate and an American 
company paying tax at the normal rate, the apparent 
rield is increased by 48 per cent. Thus, a stock paying 
1 dividend of $5 and quoted in New York at 3100, 
дуев an apparent yield of 5 рег cent. This is, in 
‘act, the yield it gives to an American resident, but 
о a United Kingdom resident in the conditions 
issumed, the yield is nearly 74 per cent. 

The following table. shows the true yield as а 
»ercentage of the apparent yield to an investment 
company liable to profits tax at an effective rate of 
21 per cent: 


I 2 4 
True Gross : Туце Gross 
(96 of ofits Tax after Profits 
Foreign Tax apparent at 36176 (21% Тах (% of 
Rate yield) grossed up) apparent 
125 od 234 86 148 
125 6d 227 83 144. 
12s od 212 77 135 
11s 6d 200 73 127 
115 od 189 69 120 
тог ба 179 65 II 
105 od 170  . 62' то 
95 ба 162 59 * 103 
95 od 15 57 98 
8: ба 14 54 94 . 
8r od 141 51 до 
75 6d 136 50 86 


It should be noted that for a company the maxi- 
mum increase in yield is 48 per cent. This is obtained 
by a non-profits-taxpayer if the foreign tax rate is 
3s 6d or more, and by profits-taxpayers if the foreign 
tax rate is 12s gd. 

If the investor is not liable to profite,tax and has an 
:ffective United Kingdom tax rate sufficiently high 
to cover the foreign tax rate, the true gross is as shown 
in column 2. 

As I have said above, the drill for obtaining the 
relief is rather complicated and there is sometimes 
an offset to the benefit in s form of accountants’ 
fees. ox ite 


То be зка УЯ inthenextissue. ° У 
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Factors Derived from the Investment · 


We have now to consider those factors influencing the 
planning of a portfolio which are derived from the 


' „nature of the investment rather than the investor: 


Diversification. In order to make money it is 
necessary to take risks. We have seen that a small 
fund can take only small risks, whereas a large fund 
can take considerable individual risks without in-. 
creasing the overall risk. T'his is due to the diversifi- 
cation of the investments, whereby disasters in one 
quarter tend to be offset by successes in another. 
Diversification is generally considered in three ways:: 
as between money stocks and equities; as- between, 
countries; and as between trades. A proper diversifi-, 
cation is most important. 


Money stocks and equities. Money stocks of 
good quality are less subject to commercial risks’ 


- than equities. They are, however, liable to currency’ 


risks, which, in our day, are rather more serious. 
Their principal merits are a freer market and the 
fact that their market fluctuations tend to be smaller 
than those of equities. They are thus eminently. 
suitable for short-term investment. If investment 
in money.stocks is confined to those with a fixed 
redemption date bought under the redemption price, 
and these are held to maturity, market risks may be 
eliminated, but the currency risks will remain. No 


„loss will be shown on the books, .but a loss may be 


felt in the pocket. Long-term invéstment in money 
stocks is folly. — 

~ In this connection it is interesting to note one of 
the few pronouncements made by the Council of 
the Institute on the subject of investments. It is 
contained in the memorandum submitted to the 
Nathan Committee on Charitable Trusts, in 1951, 
which will be found in the. Appendix to the Annual 


„ Report for 1950. The Council was asked to express 


its views on the need to extend the range of invest- 
ment permitted to charitable trusts. Having referred 
to the growth of insecurity arising from the events 
and tendencies of the last fifty years, the Meme 
andum continued: 


7. If a long view is taken, inflation appears to be a 

б а tendency of currencies and the trend of the last 

fifty years may be regarded as merely an acceleration of 

this natural tendency. The acceleration has; however, 

- become a matter of grave anxiety; the real value of some 

currencies has been entirely lost and that of even the - 
soundest greatly reduced. 

` 8. There is no indication that the inflationary tendency 

of currencies is likely to be reversed and thia forms the 

major problem of the trustee whose range of investment 

is confined to money stocks. The restrictions, which were 

intended as a safeguard, have become a source of danger. 


ті. In the opinion of the Council of The Institute of 
Chartered Accountants in England and Wales, the safety 
of trust funds would be increased by an extension of the 
rapge of investment so as to include, with. certain safe- 
guards, the stocks and shares (including equity stocks 
and shares) of financial, indus and commercial 


- companies quoted on The Stock Exchange, London. 


The inclusion of eq stocks and shares is regarded as 
-essential to the safety of the trust fund for the following 
reasons: . 
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(а) They represent the right, not to a fixed money 
income and a fixed capital sum, but to a share in the 
‘companies’ profits and assets and are thus ultimately 
z associated with real values and not with money values. 
: (b) They contain the possibility of growth, owing to the 
. practice adopted by most companies of retaining in 
thé business a considerable part of the profits and so 
adding to the value of the equity. 

The important point in the above observations is 
that although equity investments may shrink in 
value, they can also grow, and in the long run those 
of good quality tend to do so. Experience shows that 
safety is more likely to be achieved by having 
investments which can grow in value and so offset 
the losses on those that shrink, than by a rigid 
restriction of the portfolio to stocks whose market 
prices fluctuate very little. - 
` The views expressed by the Council were adopted 
by the Nathan Committee in almost identical terms. 
The Government, however, has decided not to act 
on them and has published reasons for its decision, 
which, no doubt, seem good to itself but seem bad 
to many other people. It is worth noting that several 
American States, where the dangers of inflation are less 
than in this country, have adopted measures similar 
to those recommended. by the Council of the Institute. 
2 Investments in industrial equities need to be 
constantly watched and frequently reviewed. Many 
companies depend on one industry and their fortunes: 
can change rapidly. As I have mentioned earlier, the 
ordinary shares of investment trust companies provide 
a means of delegating the task to someone else. 
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Countries. It is a regrettable thing that there are 
comparatively few countries whose internal con- 
ditions render them fit for investment. The essentials 
are maintenance of a proper system of Jaw and order; 
a developed industrial economy; a decent level of 
commercial morality on the part of the citizens, and 
moré particularly on the part of the Government; 
a well-organized 'stock-market for the stocks in 
question, which may be in the country concerned or 
elsewhere. Ав the area of possible investment 18 so 
small, it is desirable to take advantage of the terri- 
torial diversification which is possible, and to aim 
especially at. those countries in a condition of rapid 
industrial growth. In this respect the United States 
and Canada appear outstanding as possible fields of 
investment. - 


Trades. An habitual distinction between trades is 
that between those producing capital goods and those 
producing consumer goods. The latter are the more 
stable, but their growth is often limited to the growth. 
in population. Capital goods industries are more 
cyclical; at least they were before the last war, but 
since the war there has been an insatiable demand: 
for their products. It cannot be predicted whether 
this pattern will continue and a wide diversification is 
generally the most satisfactory policy..The most 
satisfactory investments are those where there is a 
strong surge of growth sufficient to carry them 
through normal setbacks. 


(To be concluded.) 


"WEEKLY NOTES 


Residential Courses at Cambridge and 
St Andrews 


The residential course of The Society of Incor- 
porated Accountants, which was announced in our 
last issue, opened at Gonville and Caius College, 
Cambridge, on Thursday and continues until next 
Tuesday, while on Friday the annual summer 
. school of The Institute of Chartered Accountants of 
Scotland commenced at St Andrews University, 
and will continue until next Wednesday morning. 

At St Andrews, papers are being presented on sub- 
` jects of topical interest and importance, and there 
will-be ample opportunity for members to discuss 
them at meetings of the nine discussion groups into 
which the course has been divided. There will be 
an address on “The Scottish office – its functions 
and organization’, 
‘Scotland, Lord Strathclyde; c.a, and Mr David 
‘Alexander, eral manager of the National Bank 
of Scotland Lu, will speak on ‘Banking in Scotland’. 
Five principal speakers will address the school pn 
‘Current auditing problems’, “The inadequacy .of 
financial accounts’ and “The challenge to the account- 
ant in industry’. . 

The opening dinner was held at St Salvator’s Hall, 


by the Minister of State for” 


yesterday evening, with Mr James T. Dowling, C.A., 


_ Vice-President of the Institute, in the chair; Mr 


Т. M. Knox, M.A., LL.D., F.RS.E., Principal of the 
University, was the guest of honour. 

А. report of the proceedings during the four days 
of the school, together with a report of the Society's 
course at Cambridge, will be а in next 
wecky issue. 

Rejected Proxies’ 


An interesting point of company law has arisen 
in connection with the Amalgamated Tobacco 
Corporation. 

A meeting of the company was called for Sep- 
tember 12th to consider an ordinary resolution to 
consolidate and divide the ordinary shares, and a 
special resolution to reduce the ‘capital. Another 
meeting was requisitioned for September 14th with 
the object of removing the existing board of directors, 
and two circulars were issued by certain shareholders. 
The ordinary resolution proposed by the board on 
September 12th was declared (о Бе carried on a poll 
by 958,742 votes in favour, to 839,941 votes against. 
The special resolution was lost. 

At the meeting the chairman said that the circulars 
to the shareholders ignored the positive indications 
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which the board had given concerning the great 
improvements in the. company’s’ prospects. The 
circulars were also misleading, he said, in that they 
led shareholders into believing that the resolutions 
to be proposed on September r2th would give the 
chairman control of the company, whereas the 
result of the changes would give him a net effective 
vote of only 465,000 votes in the ordinary, while 
preference and preferred ordinary shareholders 
would hold a total of some 1,300,000 votes. He said 
he had no alternative but to declare invalid and to 
exclude all proxies which, so far as could be ascer- 
tained, had resulted from the circulars. He was not 
disallowing all proxies given to nominees of the 
shareholders’ committee but only. those from a 
certain point onwards ~a point which he could not 
specify. 

On September 13th, the Charterhouse Finance 
Corporation obtained from Diplock, J., ex parte, an 
interim injunction until September 9th, restraining 
the company and the directors from putting into 
effect the resolution purporting to have been passed 
on September rath. On September rgth an under- 

was given to the Court not to act on the 
resolution before the trial of the action. 

At the requisitioned meeting held on September 
14th, a poll was demanded and the meeting was 
Mess until September 21st. 


Training Workers for Automation 
One of the best attended -sessions at the recent 
annual meeting of the British Association was one 
where a paper was given by Mr J. F. Coales, called 
"The historical and scientific background of automa- 
tion’. This, in itself, is a tribute to the grip which 
automation has taken on. the public imagination. 


A point raised by Mr Coales was the- challenge - 


which automation makes to train unskilled men for 
skilled jobs. As the author sees it the challenge by 
automation ‘is for us to show that by education we 
can train a large proportion of our manual workers 
to take their full place in the army of skilled main- 
tenance engineers that will be required, and eventually 
to swell the ranks of the qualified engineers and 
managers who must provide the creative thought". 

The author spoke as an engineer but his remarks 
apply equally to accountants. From them there is 
going to be an increasing demand for the services 
of clerical staff who can be trained to do the planning 
and controlling work of automative factories. The 
demand will be two-fold. There will be a need for 
professional men, and there will be a need for more 
highly-paid clerks who can do more than routine 
work. 

The question which still has to be decided tow 
soon will these demands make a serious impact on 
the labour market and on professional training 
institutions. Opinion is still divided as to whether 
these changes will affect only the younger generation 
now in its adolescence or whether the problem will 
come upon us in the next ten years pr so and will 
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‘require a major re-training effort to be made on 
:adult and sometimes senior staff. 


Steel Stocks and Deliveries 


While steel production i recovers from the low levels 
enforced upon it by the recent strike of maintenance 
workers, an interesting position is developing in ' 
deliveries and stocks. Another inquiry has now been 
made, on a sample basis, by.the Iron and Steel Board 
into the level of steel stocks at the end of the second 
quarter of the year. This shows that stocks were, up 
to that time, still increasing. During that quarter, 
stocks with consumers and merchants increased 
by 2:9 per cent giving an increase of 14-8 per cent 
for the half-year ended June 1956. This is twice as 
large as the increase in steel consumption over the | 
Same period and in fact the sample suggests that 
бо per cent of total additional deliveries one teel went 
into stock over those six months. 

The Board estimates that steel consumption went 
up by 6-4 per cent in the first half of this year com- 
pared with the first half of 1955. This figure can be 
compared with a 7:6 per cent advance between the 
second half of 1954 and 1955. Over the second 
quarter of 1956 consumption actually fell and this 
was the first drop apárt from seasonal fluctuations 
since 1952. This decline is said to be due to the lower 
level of activity in cars and steel consumer goods. 
It seems likely that the position in steel sheets will · 
remain easy during the present phase of the ‘credit 
squeeze’ but that the demand for steel plates will 
scontinue to exceed supply. Steel plate has been 
scarce for some time and the high level of shipbuild- 
ing ensures that output will find a ready market for 
some time to come. The outlook for structural steels 
for the civil engineering industry and building and 
contracting is more obscure. At present, supplies 
are difficult to get but it remains to be seen if the 
trend of building activity eases sufficiently round 
about the turn of the year to affect seriously the 
demand for structural varieties. 


Industrial and Provident Societies 

Part 3 of the Report for 1955 of the Chief Registrar 
of Friendly Societies! which deals with the work of 
his department under the Industrial and Provident 
Societies Acts and the operations of registered 
societies under the Acts, was published on Monday. 

‘During .1955, sales of the co-operative . retail 
stores пеш to £823 million, an increase on the 
year of £51 million, and their shareholding member- 
ship increased by 824,000 to 12,096,000. The rus 
records that out of a surplus on the year's wor. 
of [56 million, they paid interest on share capi 
of 2:7 per cent and dividend on purchases of 15 in 
the f; these average rates have remained sub- 
stantially unchanged for a number of years. The 
sales of the principal wholesale societies also increased 
during the year, those of the Co-operative Wholesale 
Society Ltd amounting to £418 million, an increase 


1 H.M.S.O. 5s net. 
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of £17 million. The life assurance funds of the Co- 
operative Insurance Society Ltd also rose — from 
£134 million to £148 million. 

Outside the main co-operative movement, the 
principal groups of societies dealt with in the report ^ 
are housing societies, agricultural societies and clubs. 
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There were 714 housing societies on the register a 
the end of 1955 with land and buildings valued i1 
the balance sheets at over £27 million. The sales o 
the agricultural trading societies during 1955 ar 
' shown to have amounted to £138 million, an increas 


of £13 million on the previous year. 


FINANCE AND COMMERCE 


Continued domination of the stock-market by the 
Suez position has again made for sluggish and uneven 
business conditions. Pressure on metal commodity 
and shipping freight markets has had some Stock 
Exchange reflection but true investment business 
is extremely small and seems likely to remain so for 
some time. 


*In the Red' 


Тће difficulties of the confectionery industry 
through the period of decontrol are further illustrated 
by the experience of Mayfair Products Ltd. This 
company’s 1s ordinary units were marketed in 1948 
at 6s 3d. For a time, the price was justified by high 
earnings, dividends, and share distributions by 
capitalization. The accounts, which we reprint this 
week, however, are ‘in the red' and there is no 
dividend. 

In his statement, Mr R. A. E. Franklin, the new 
chairman, says that “the real reversal of fortune was in 
1954’. It is probably true to say, he adds, that if one 
were now recasting the accounts for the two years, 
most of the abnormal losses of {£127,500 would be 
allocated to 1954-55 rather than to 1955-56. 

With these accounts, shareholders are provided 
with a lengthy extract from a report by Messrs 
Spicer &- Pegler, Chartered Accountants, dated last 
April 13th, who- point out that in June 1954, the 
directors decided to recommend an increased final 
dividend of 40 per cent against 35 per cent, making 
бо per cent (against 50 per cent) on an increased 
capital, which was an effective 50 per cent increase in 
the ordinary distribution. 

In addition, the report continues, the directors put 
before the July 1954 annual meeting a resolution for a 
one-for-five bonus issue. ‘Having regard to the trend 
of the company’s trade for 1954’, states the report, 
‘we are forced to the conclusion that this action gave 
a wrong impression of the company’s current fortunes, 
and we do not consider that the fourth paragraph 
of the chairman’s remarka adequately covered the 
position". 


Dividend Policy 


‘In October 1954, the company declared a reduced 
interim dividend of 10 per cent accompanied by ùn 
interim statement. We are unable to agree that the 
decline in the company's profits was due in the main 
as indicated in the statement, to a complete reorgan- 


ization of the sales policy and to factory extensions 
and alterations. 

'In our opinion, the quality of the company's 
product was unable to withstand the competition of 
unrestricted trade, and the resultant decline in 
turnover dictated a complete reorganization of sales 
policy and production. Furthermore, it was apparent 
that the company was trading at a substantial loss for 
the six months to September 1954 if one discounted 
the exceptional and non-recurring results referred to 
above.' 

The report earlier peinted out that after sweet de- 
rationing, consumption rose considerably giving 
increased turnover to the company. Essential raw 
material prices rose sharply during 1953 and early 
1954. The company’s requirements based on past 
consumption were covered by forward contracts at 
then advantageous prices. ‘As a result, the cost of 
current production took the benefit of raw materials 
purchased at prices lower than current replacement 
cost.’ ` 

The Wrong Spirit 

How far should shareholders be allowed to see into 
a company’s operations if more than one line of 
business is carried on? Take the Distillers Company 
Ltd, for instance, whose activities originally were 
confined to producing whisky and gin (Johnny 
Walker, White Horse, etc.) but who are now in bio- 
chemicals, plastics and other distinct lines. 

It has been urged from several quarters that the 
accounts should show the contributions which the 
respective divisions are making to the final results. 
Notice of this has been taken by the board to the 
extent of a mention in the statement by Sir Henry 
J. Ross, the chairman, that the increased profit this 
year has been derived principally from the Scotch 
whisky .and .gin- interests. · But after considering 
the' question of publication of separate figures, the 
board adheres to, the view that ‘the provision of such 
information would not serve any useful purpose’. 

The trend of opinion, however, is against the 
board. The ЊЕ group companies are moving in the 
diréttion of providing some indication in figures 
of the respective importance of their several 
interests. ''he Beecham Group, for instance, as.we 


have previously noted, breaks down its home sales 


under ‘foods’, ‘medicines’, and ‘toilet products’. It 
analyses export and overseas sales geographically, and 
profits similarly. 
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Unilever breaks down its 
total turnover by commodi- 
ties under eleven heads, and 
shows the tonnages of its princi- 
pal products under ‘margarine’, 
‘detergents’, ‘oils and fats’, ahd 
‘animal feeding stuffs’. 

Some similar service from 
the Distillers Company seems 
reasonable. 


Matter for Stock Exchange 


Returning to the subject of 
adequate costing systems dis- 
cussed in this column on August 
25th, with reference to the posi- 
tion of Ben Williams & Co Ltd, 
we wonder whether this is also 
a matter for the Stock Exchange 
Council We recall that in a 
previous case of a company lack- 
ing an adequate costing system, 
the company's history had been 
before the ‘New Issues Com- 
mittee only a matter of months 
previously for the purposes of 
considering the granting of a 
quotation. 

Unfortunately conditions in 
the company's line of business 
took an adverse turn.'T'he serious- 
ness of the change was not re- 
cognized early enough and the 
business ran into the red. Ac- 
counting for the management was 
fortunately installed in time to 
save the company from the worst 
consequences but it takes time 
for an accounting system to be 
developed and become reliable. 

Should it not therefore be 
incumbent on the New Issues 
Committee mot only to satisfy 
itself on past performance but 
also to seek assurance that the 
directors. know in good time 
what direction the profits, or 
the losses, are taking. 


Money Market 

With the market's bid cut by 
2d to [98 145 6d there was a 
further rise in the Treasury bill 
rate on September 14th. The 
market obtained 61 per cent of 
the £290 million of bills offered 
and the average discount rate 
rose to £5 25 o-77d per cent. 
Applications totalled 
£404,215,000 and this week's 
offer is [280 million. 
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MAYFAIR PRODUCTS LIMITED AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEET AS АТ 31: MARCH 1956 


1955 


94,322 





100,000 
106,518 





467,942 
92,117 


19,225 
1:599 





584,077 


24,100 


559,977 
9,886 


251,856 





375,000 


94,322 


206,518 


22,971 
698,811 





357,234 
£1,056,045 





4,955 


821,719 
£1,056,045 





CAPITAL AND RESERVES— 
Capital— 


Íssued Capital Mayfair Products Limited 


Capital Reserve— 


Premium on Stock 
Capital Reserve 


Revenue Reserves— 


General Reserve 
Profit and Loss (Appropriation) Account 


Deferred Taxation— 
Income Tax—Sch. D. 1956/57 


Interest of Outside Sharaholders— 


Share Capital and Accrued Dividend =9 
Proportion of Capital and Revenue Reserves 


TOTALINTERESTS OF MEMBHRS AND 
OUTSIDE SHAREHOLDERS 


NET ASSETS— 
Current Assets— 


Stocks (as valued by Officials of the Companies) 
Debtors (less Reserve £3,500) and Prepayments 
Due by Subsidiary ora 1 sie consolidated) 
Income Tax расла 195 КР .. 
Cash in hand 24 


Deduct: 
Provision 


For possible future stock losses and commitments 


Current Liabllities— 


Bank Overdraft (secured) à 5 vs 
Creditors and Accrued Charges 

Due to Subsidiary Company not Consolidated 
Current Taxation 

Preference Stock Dividend Accrued (Net) 


NET CURRENT ASSETS LORN WORK 
ING CAPITAL) .. 


INVESTMENTS (AT COST)— 
- Trade Investments (Unquoted) 


SUBSIDIARY COMPANIES (NOT CON- 
SOLIDATED)— 


Investmants at Cost .. ee 


FIXED ASSETS (PER SCHEDULE)— 


Freehold Land, Buildings and Properties 


Deduct: 
Mortgages thereon is "s 


Leasehold Properties 
Plant, Machinery, Equlpment, Shop. Funza 
and Motor Vehicles .. 


TOTAL NET ASSETS 


£ 


~ 





355,270 
741 











NOTE: Commitments for Capital Expenditure not provided for In these Accounts 
amount to approximately £4,321. 


e STATEMENT PURSUANT TO PARA. 21 EIGHTH SCHEDULE, COMPANIES ACT, 1948 


Four Subsidiary x A m have not been dealt with in these Consolldated Accounts as they have not 


t ced tradin 
Уе he resulta of two Suv- Subsidiary Companies have not been consolidated in these Accounts as the 


Directors are of the opinion 


t such 
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418,146 


278,630 





133,516 


523 


11,586 


825,810 


977,441 





Inclusion would be of no real value in view of the Insignificant 


amounts involved. The net profls of these Subsidiaries, so far as concerns the members of Mayfair Products 
Limited, amounted to £213 im respect of the year to 31st March, 1956, and the net aggregate amount of 
such profits for the previous period since the date of acquisition was £1,827. 

No credit has been taken In these Accounts for the profit earned by these Subsidiaries, and no dividends 
have been paid. 


R. А. E. FRANKLIN 


* 3. M. DRAGE 


YDirectors. 
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MAYFAIR PRODUCTS LIMITED AND SUBSIDIARIES 
CONSOLIDATED PROFIT AND LOSS ACCOUNT YEAR ENDED 3lst MARCH 1956 

































































1955 
mE £ G £ £ £ 
(Profit) 53,212 GROUE TRADING LOSS (See Note I} .. КУ a s zx e d n 135,439 
1 uct: 
— Provision for future stock losses and commitments at 3lat March, 1955 .. s F 50,000 
53,212 = + ' 85,439 
Dividends and Interest Recelvad Moe) 
18 Trade Investments 2s vs 25 zs ag А We 18 
205 Other an =. V ^s i ais ae at e E 58 
451 Share Transfer Fees . sie 5. aie E ex wur xs ve 58 : 117 
1,064 Net Income from Properties За ҚИ es - - 213 
7,623 Net Prefit on Sales of Property, Motor Vehicles and Plant |. š% sis és as s — 
9,371 406 
(Profit) 62,583 GROUP TRADING LOSS LESS PROVISION AND OTHER INCOME 28 x 85,033 
DEPRECIATION— | 
26,574 Plant, Machinery, Equipment and [Shop Позив әз we x - "n v 22,930 
3,532 Motor Vehicles .. Au ae P Me P E 4,482 
30,106 уз . 33,412 
ЕЕ NET LOSS ON SALES OF MOTOR VEHICLES AND PLANT ga - T 3 1,300 
112 Bonus Issue Expen um s . ЛЕ P 45 s — 
— DEBENTURE "ISSUE EXPENSES (See Note 2 ae E ae at ui Sate es 525 
5,590 STAFF PENSIONS SCHEME - as .. Sie m 6,692 
EMOLUMENTS DIRECTORS OF PARENT COMPANY— 
4,600 Fees oe * на os - we Se 3,967 
6,222 Management "Services š% jie ts x "x е PM S Vis x 4,447 
—— 10,822 : 8,414 
1,228 GROSS MORTGAGE INTEREST .. "m E fa "n T 5: До ze 1,025 sided 
47,858 "5 
(Profit) 14,725 GROUP LOSS ŠUBJECT TO TAXATION .. - va M es m ‘a E 136/401 
TAXATION— : | . | 
12,080 Profits Tax (esti mated) T 3s Е HS a 6,970 
22,971 Income Tax (estimated) Schedule D, 1956/57 ' 96 dub 
6,938 BALANCE OF TAX TO 1955/56 .. T" 25 x m wb" ле ate S 2,264 
—— 41,989 —— 9,330 
27,264 145,731 
Deduct: ` zh 
19,225 INCOME TAX RECOVERABLE (esti fed imated) Schedule D, 1955/56 1,256 
— INCOME TAX RECOVERABLE ON SPECIAL DIVIDENDS FROM SUBSIDIARIES, 1955/56 49,574 
—— 19,225 en 50,830 
8,039 GROUP LOSS AFTER TAXATION .. 2s èw RNC - 25 T i j ` 94901 
13,678 uw 8 outside аанай in оосу pa out E Miren Profits Gee Appropriation 
ccount oe apos 
Deduct: 
(Profit) > 177 Proportion of loas of subsidiary Company attributable to outside Shareholders .. <> 133 
£21,894 GROUP LOSS ATTRIBUTABLB TO PARENT COMPANY T am АА 5 £94,768 
APPROPRIATION ACCOUNT-—YEAR ENDED 31: MARCH 1956 
1955 E F t 
176,063 таван BROUGHT FORWARD from last year T ee oe "M M "m 106,518 
1,081 Excess Tax Estimates for previous year, no longer requires s a ER 9 ia is 1,713 Е 
— Income Tax Recovered—Schedule D, 1954/55 (See Note 3) we oe “ss +. > 8279 2 
—— 1,081 3 5 9,992 
177,144 " ‘ a? e | 116,510 
Deduct: 
— Dividends to outside Shareholders In Subsidiary, раја out of past profits (See Note D zi vs 14,345 
21,894 Group Loss attributable to Parent Company e ter Teen as shove T4 rS e» 94,768 
32,500 Amount appropriated for Bonus Issue a 3% i sie ace — 
54,394 —— 109,113 
. 122750 А 7,397 
50,000 Transfer from: General Ness .. we m Sis T" a vid 25 Ms — 
50,000 Provision for possible future stock losses and commitments... is s ИЯ T ге — 
= = Profit on Sale of Freehold and Leasehold Properties 2 0. swe s а. e 33260 a 
— — War Damage Recoveries М ~ ша is Jè PER y zs bn 1,634 
34,894 
, Deduct: . 
— — Transfer to Capital Reserva СЕ PEE cis m es .. E $5 TS aie ws 34,894 
. —— m 
Deduct: 
DIVIDENDS (LESS TAX) FOR YEAR CARENT COMPANY) 
5,507 5j er ан Redeemable Preference vs sie - es .. ss 5,593 · 
Ordinary Stock— • 
10,725 interin Dividend of 10% p.a. (paid) *.. fa gs s a is 29 x tus — : 
16,232 —— 5,693 
£106,518 BALANCE CARRIED FORWARD  .. 29 „х a х9 Ji an is - £1,704 





• [The Notes are reproduced on the next page. ~ Editor] 
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SCHEDULE OF FIXED ASSETS—3ist MARCH 1956 
































1955 
- Parent Parent 
oo dem aT 
FREEHOLD LAND, BUILDINGS AND PROPBRTIES— ` 
170.493 204,680 At Cost nt s ба LN e T v st d - 7 .. 155,140 205,664 · 
— 379,685 Ас Valuation of Messrs Doig, Crone and Smith, Chartered Surveyors, at 3lst March, 1953 — 374,985 
170,493 584,365 : x 155,140 590,649 
288 288 Amounts written off .. ve m Ре 288 288 
£170,205 £584,077 PER BALANCE SHEETS . £154,852 £589,361 
^ LEASEHOLD PROPERTIBS— 
8,800 11,033 At Cost Е rae 11,270 13,503 
—. 1,147 y written off .. ee m .. ~ BMI 
£8,800 £9,886 PER BALANCE SHEETS “£11,270 Aa £12,162 
PLANT, MACHINERY, EQUIPMENT, SHOP FITTINGS AND MOTOR VBHICLES-— 
333,601 472,755 At Cost " m .. 345755 1,293 
— 103,318 At Book Value at 19th July, 1947 ` ИЯ — 101,217 
333,601 576,073 : 345,755 602,510 
203,405 324,217 Depreciation to date ,. Vs ix 2s f. ss im) Am .. 213947 345,123 
£130,196 £251,856 PER BALANCE SHEETS . £131,006 £257,387 
NOTES: ? m 
1. Te Tradin TON for the year of £135,439, as above, Includes abnormal stock and forward contract losses of the Parent Company amounting 
r which at 3|st March, 1955, в provision of £50,000 was made, which has Feet ini proved inadequate. In addition there is 


included abnormal stock losses of £34, 892 wri 
5 Theso expenses represent costs Involved in iss 

3. This Tax recovery has been made in addition ~ 
4, Dividends со outside Shareholders mainly comprise Cumul 


lara off during the year Буга први Да 
a Debenture to the анода securing the C 
e £19, саз provided-last 

ve Preference YDividonds paid by a Subsidiary Company. 


pij "s overdraft. 


5. No depreciation has been written off Freehold and Leasehold Monroe 


-TAXATION CASES 


арка tei етен nul De pee Tae wees Nore petti а ата: 
in the Annotated Tax Cases. 


B.P. Refinery (Kent) Ltd v. Kent River Board 
In the High Court of Justice (Queen's Bench Division) 
June 21st, 1956 
(Before the Lorp Curgr Justice (Lord Сорракр) 
Mr Justice. ORMEROD and Mr Justice Donovan) 


Income tax — Schedule А — Date of determination of 
annual value – Drainage rates – Determination of annual 
value for purposes of those rates – Sessions 
Act, 1649, Section II- Land Drainage Act, 1930, 
Sections 24, 29 ~ Income Tax Act, 1952, Sections 
6 (2), 20, 24, 33, 34,35, 41, 51, 53, 63, 72, 84. 

: The appellant was the owner and occupier of an 
area of land on which it was building an oil refinery. 


The construction of the refinery was planned to take . 


place in four phases, and each phase comprised an 
installation. capable of being brought into operation 
as soon as it was completed. Phase one-was completed 
and brought into operation . 'during 1952-53, and 
phases two and three in 1953-54 and 1954-55 
respectively When phase one had been completed, 
the gross annual value of the premises in that phase 
for Schedule A purposes for 1953-54 was £148,588. 
The respondent was the e authority under 
the Land Drainage Act, 1930, for a part of the area 
of land in question. The respondent apportioned the 
£148,588, under the Act of 1930, for the purpose. of 


determining the annual value of the part lying within 
the. Board's district, and the annual value so аррог- 
tioned was £62,700. 

In respect of phases one, two and three of the con- 
struction of the refinery, the Additional Com- 
missioners of Income "Tax, on March 24th, 1955, 
signed and allowed an assessment under Schedule A 
in a gross annual value of £1,140,004, and infor- 
mation about this assessment was given by the 
Inspector of Taxes to the respondent on April 7th, 
1955. The notice of assessment was dated May 11th, 
1955, and the appellant gave notice of. appeal on 
May 16th. In the meanwhile, on April 29th, 1955, the 
respondent informed the appellant that the 
£1,140,004 had been apportioned so that the annual 
value for drainage rating purposes of the part lying 
within the respondent's district had been determine 
to be £703,150, and this figure was entered in th 
ecce ed S drainage rate books. On this basis f 













драго premises within the Board's district. 

uly А 1955, the appellant gave notice of арр 
Quarter Sessions against th zi A rainage rates. 

. It was contended on behalé of the a 

the rates were invalid, in that the ann 
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required by Section 29 (1) of the Land Drainage 
Act, 1930, until either an appeal against the relevant 
Schedule А assessment been determined, or, 
if there were no appeal, the time for giving : notice о. 
appeal had expired. 


Held, that the'appellant's contention was correct. 


Jacobs v. Eavis 


Ín the High Court of Justice (Chancery Division) 
July 5%, 1956 
(Before Mr Justice HARMAN) 

Income tax – Vocation – Taxi-driver – No accounts – 
Computation by reference to expenditure — Whether 
amount of assessment erroneous – Income Tax Act, 
1952, Section 52 (5). 

The appellant owned his own taxi-cab and plied 

_ for hire in the London area. In his income tax returns 

he showed а profit of £354, which was computed by 
taking his receipts at £875 and his expenses at about 
£520. The Inspector of Taxes made a computation 

the appellant’s profit for the period in question by 
totalling the amounts of the cheques for private 
expenditure in the appellant's. bank account and 
adding a sum representing what the appellant must, 

© have paid to his wife. The profit thus computed was 

£591 138. P l pn. 

Тће General Commissioners considered this com- 
putation to be a fair basis for the assessment, though 
they reduced the £591 13s by £72. Dc 

Held, that there was no ground for stering ће“. 
General Commissioners’ decision. 


Greig v. Ashton 


In the High Court of Justice (Chancery Division) - 


July 6th, 1956 
(Before Mr Justice HARMAN) 


Income tax – Double Taxation – Author – Overpay- 
ment of United States tax — Repayment of excess- 
Change in dollar rate — Whether excess sterling pro- 
ceeds taxable — Income Tax Асі, 1952, Section 347 – 
Double Taxation (Taxes on Income) (U.S.A.) Order, 
I946 (No. 1327), Article XIII (2). 

The respondent received an income as an author 
in the United States, and in 1946 paid about 24,000 
dollars as United States income tax on her net earn- 
ings. Later it was discovered that she had been over- 
assessed to United States tax, and in 1950 she 
ecovered 13,000 dollars. In 1946 the dollar rate 
as four dollars to the pound; in 1950 it was 2: -80 










ing 11,000 dollars against the United: imt 
а 
rate of four dollars to the pound. _ . 

additional assessment was made on the ros; 
ent с ect of the amount in sterling repre: 

iffetence between 11,000 dollars at four 

id the pound and 11,400 dollars at. 2:80 

the sound: The Special ‘Commissioners 
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decided that the amount in’ question was not an 
assessable receipt of the respondent. 

Held, that the Special Commissioners’ decision was 
; correct. 

Clapham's Trustees v. Belton 
In the High Court of Justice (Chancery Division) 
July roth, 1956 
(Before Mr Justice МАТЗЕУ) 

Income tax — Will trust — Direction to pay sum year 2 
year to апное оу ави 
Income Tax Act, 1918, Schedule E па Act, 
1922, Section 18. 

A testator bequeathed to his two children the in- 
come from four houses, and directed that {100 ‘a 
year was to be paid to a named person as long as she 
remained the agent for the collection of the rents. 
He also gave the same person some other landed 
property of which he was possessed, for as long as 
she remained unmarried and continued as the agent. 
After her death this property was to be disposed of 
and the proceeds divided equally between the two 
children. The residue was settled on £rust for sale 
and for the same person absolutely. 

The trustees, in paying the {100 a year, had not 
deducted income tax. It was contended on their 
behalf that the £100 a year was remuneration. On 
behalf of the respondent it was contended that each. 


4 £100 a year was a legacy. 


Held, that the £100 a year was a legacy. 


Wigram Family Settled Estates Ltd (in 
Liquidation) v. C.I.R. 
In the High Court of Justice (Chancery Division) 
' July 17th, 1956 
` (Before Mr Justice VAISEY) 
Surtax – Undistributed income of company —Apportion- 
ment – Fund for redemption of shares – Fund fed from 
income — Whether interest of shareholders includes sums 
thus ‘applied out of income- Finance Act, 1922, 
‘Section 21, Schedule I, paragraphs 8, 10. 

Among the classes of shares in the appellant 
company was a class of 6 per cent redeemable prefer- 
ence shares, and these shares ranked first for divi- 
dend. The articles of association bound the company 
to apply some of its income to the maintenance of a 
fund for the redemption of these shares. 

A direction was made on the company under 
Section 21 of the Finance Act, 1922, and in relation 
to the apportionment of the income among the 
members it was contended on behalf of the company 


· that the holders of the preference shares in question 


should be treatéd as entitled to the sums applied to 
the rédemption fund in the years under appeal as 
well as to 6 per cent of the income. The Special 
Commissioners decided that the interest of tbe 
holders of the shares in question was limited to the 
6 per cent. 

Held, that the Special Commissioners’ decision 
was correct. в 


| 
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ae SCHEDULE OF FIXED ASSETS—31st MARCH 1956 ; 
Parent Parent | 
Company Group ny Cipap 
FREEHOLD LAND, BUILDINGS AND PROPERTIES— 

170,493 204,680 At Cost utl TW a was aa a esee dec eni Een 1: 5,664 

— . 379,685 -Át Valuation of Messrs Dolg, Crone and Smith, Chartered Surveyors, at 3126 March, 1953 — 374,985 

170,493 584,365 | a 155,140 580,649 

288 288 Amounts written off .. m e а 288 288 

£170,205 £584,077 PER BALANCE SHEETS £154,852 £580,361 

7 LEASEHOLD PROPERTIES— 

8,800 11,033 At Cost za ovs 11,270 13,503 

—. | 1,147 Amounts written of .. wa vs T — 1,341 

£8,800 £9,886 PER BALANCE SHEETS £11,270 £12,162 

PLANT, MACHINERY, EQUIPMENT, SHOP FITTINGS AND MOTOR VEHICLES— s 

333,601 472755 At Cost КОИДУ рона ге e .. 345,55 501,293 

— 103,318 At Book Value at [9th July, 1947 dub 101,217 

333,601 576,073 , 345,755 602,510 

203,405 324,217 Depreciation to date , he Hae Vase Па cc net an tae aquo 22092947 345,123 

£130,196 £251,856 PER BALANCE SHEETS . £131,808 £257,387 
NOTES; ° 


ог which at 3 


1, The Trading Loss for the year of £135,439, вз above, includes abnormal stock and forward contract losses of the Parent Company amounting 
£92,862 st 


March, 1955, a provision of 


£50,000 was made, which has subsequently proved inadequate. In addition there is 


to 
included abnormal stock Idsses of £34,892 written off during the year Буа Subsidiary Солро. 
represent costs involved In issuing a Debenture со the bank, securing the Company's overdraft. 


2. These expenses 
3. This Tax recovery has been made In addition to the £19,225 provided lest 5 
ve Preference Dividends paid by a Subsidiary Company. 


4. Dividends to outside Shareholders mainly comprise Сити 


year, 


5. No depreciation has been written off Freehold and Leasehold properties. 


TAXATION CASES. 


Full reports.of the cases summarized in these columns will be published, with Notes on the Judgments, 
| | in the Annotated Tax Cases. i 


B.P. Refinery (Kent) Ltd v. Kent River Board 


In the High Court of Justice (Queen’s Bench Division) 
| June 21st, 1956 | 
(Before the Lorp Cuer Justice (Lord GODDARD) 
Mr Justice ORMEROD and Mr Justice Donovan) 
Income tax — Schedule. A — Date of determination of 
annual value ~ Drainage rates — Determination of annual 
value for purposes of those rates – Quarter Sessions 
Act, 1849, Section тт – Land Dratnage Act, 1930, 
Sections 24, 29 — Income Tax Act, 1952, Sections 
6 (2), 20, 24, 33, 34, 35, 41, 51, 53, 63, 72, 84. 
: The appellant was the owner and occupier of an 
area of land on which it was building an oil refinery. 
The construction of the refinery was planned to take 
place in four phases, and each phase comprised an 
installation. capable of being brought into operation 
as soon as it was completed. Phase one-was completed 
and brought into operation during 1952-53, and 
phases two and three in 1953-54 and 1954-55 


determining the annual value of the part lying within 
the Board's district, and the annual value so appor- 
tioned was £62,700. 

In respect of phases one, two and three of the con- 
struction of the refinery, the Additional Com- 
missioners of Income "Tax, on March 24th, 1955, 
signed and allowed an assessment under Schedule A 
in a gross annual value of £1,140,004, and infor- 
mation about this assessment was given by the 
Inspector of T'axes to the respondent on April 7th, 
1955. The notice of assessment was dated May 11th, 
1955, and the appellant gave notice of appeal on 
May 16th. In the meanwhile, on April 2965, 1955, the 
respondent informed the appellant that the 
£1,140,004 had been apportioned so that the annual 
value for drainage rating purposes of the part lying 
within the respondent's district had been determined 
to be £703,150, and this figure was entered in the 
respondent's drainage rate books. On this basis the 
respondent made drainage rates for the periad 


respectively. When phase one had been completed, ending March 31st, 1956, in respect of the part of the 


the gross annual value of the premises in that phase 

for Schedule А purposes for 1953-54 was £148,588. 
The respondent was the drainage authority under 

the Land Drainage Act, 1930, for a part of the ar 


Appellant's premises within the Board's district. On 


uly 4th, 1955, the appellant gave notice of appeal to 


Quarter Sessions against the drainage rates. 
It was contended on behalf of the appellant that 


hereditaments in question could not be deter 


of land in question. The respondent apportioned thé the rates were invalid, in that the annual Ai 


£148,588, under the Act of 1930, for the mer 
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required by Section 29 (1) of the Land Drainage 
Act, 1930, until either an appeal against the relevant 
Schedule A assessment hed been determined, or, 
if there were no appeal, the time for giving notice of 
appeal had expired. 


Heid, that the'appellant's contention was correct. 


Jacobs v. Eavis 


In the High Court of Justice (Chancery Division) 
July sth, 1956 
_ (Before Mr Justice Harman) 

Income tax ~ Vocation — Taxi-driver - No accounts — 


Computation by reference to expenditure — Whether 
amount of assessment erroneous — Income Tax Act, 
1952, Section 52 (5). 

Тће appellant owned his own taxi-cab and plied 
. for hire in the London area. In his income tax returns 
he showed a profit of £354, which was computed by 
taking his receipts at £875 and his expenses at about 
£520. The Inspector of Taxes made a computation 
of the appellant’s profit for the period in question by 
totalling the amounts of the cheques for private 
expenditure in the appellant’s. bank account and 
adding a sum representing what the appellant must 
have paid to his wife. The profit thus computed was 
£591 135. 

The General Commissioners considered this com- 
putation to be a fair basis for the assessment, though 
they reduced the £591 13s by £72. ; 

Held, that there was no ground for altering the 
General Commissioners’ decision. 


Greig v. Ashton 
In the High Court of Justice (Chancery Division) 
July 6th, 1956 
(Before Mr Justice HARMAN) 


Income іах – Double Taxation – Author — Overpay- 
ment of United States tax — Repayment of excess— 
Change in dollar rate — Whether excess sterling pro- 
ceeds taxable — Income Тах Act, 1952, Section 347 – 
Double Taxation (Taxes on Income) (U.S.A.) Order, 
1946 (No. 1327), Article XIII (2). 

The respondent received an income as an author 
in the United States, and in 1946 paid about 24,000 
dollars as United States income tax on her net earn- 
ings. Later it was discovered that she had been over- 
assessed to United States tax, and in 1950 she 
recovered 13,000 dollars. In 1946 the dollar rate 
was four dollars to the pound; in 1950 it was 2-80 
dollars to the pound. She received credit for the 
remaining 11,000 dollars against the United _King- 
dom tax payable i in respect of the same earnings at 
the rate of four dollars to the pound. 

An additional assessment was made on the res- 
pondent in respect of the amount in sterling repre- 
m, senting the difference between 11,000 dollars at four 
ij. the pound and 11,go0 dollars at. 2:80 


the pound. The Special Commissioners 
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decided that the amount in’ question was not an 
assessable receipt of the respondent. 
Held, that the Special Commissioners’ decision was 

* correct. 
| Clapham's 'Trustees v. Belton 

In the High Court of Justice (Chancery Division) 

July roth, 1956 
(Before Mr Justice МАЈЗЕУ) 

Income tax – Will trust — Direction to pay sum year 25 
year to agent — Whether that sum a legacy or a gift – 
Income Tax Act, 1918, Schedule E- Titans Act, 
1922, Section 18. 


A testator bequeathed to his two children the in- 
come from four houses, and directed that {100 ‘a 
year was to be paid to a named person as long as she 
remained the agent for the collection of the rents. 
He also gave the same person some other landed 
property of which he was possessed, for as long as 
she remained unmarried and continued as the agent. 
After her death this property was to be disposed of 
and the proceeds divided equally between the two 
children. Тће residue was settled on £rust for sale 
and for the same person absolutely. 

The trustees, in paying the Дтоо a year, had not 
deducted income tax. ЈЕ was contended on their 
behalf that the Дтоо a year was remuneration. On 
behalf of the respondent it was contended that each 
£100 a year was a legacy. 


Held, that the Гтоо a year was a legacy. 


Wigram Family Settled Estates Ltd (in 
Liquidation) v. C.I.R. 
In the High. Court of Justice (Chancery Division) 
_ | July 17th, 1956 
(Before Mr Justice VAIsEY) 
Surtax – Undistributed income of company —Apportton- 
ment – Fund for redemption of shares – Fund fed from 
income — Whether interest of shareholders includes sums 
thus applied out of income — Finance Act, 1922, 
Section 21, Schedule I, paragraphs 8, ro. 

Among the classes of shares in the appellant 
company was a class of 6 per cent redeemable prefer- 
ence shares, and these shares ranked first for divi- 
dend. The articles of association bound the company 
to apply some of its income to the maintenance of a 
fund for the redemption of these shares. 

A direction was made on the company under 
Section 21 of the Finance Act, 1922, and in relation 
to the apportionment of the income among the 
members it was contended on behalf of the company 
that the holders of the preference shares in question 
should be treatéd as entitled to the sums applied to 
the r&demption fund in the years under appeal as 
well as to 6 per cent of the income. The Special 

x: Commissioners decided that the interest of the 
Lholders of the shares in question was limited to the 

р per cent. 
| Held, that the Special Commissioners’ ‘decision 


a8 correct, • 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Home Consumption and the Wernher 
Decision 


Sim, - Your correspondent, Mr Wm. E. Spruce, 
(September rsth issue), appears to justify the appli- 
cation of the Wernher decision to home consumption 
on the grounds that, although the margin of retail 
price over cost of goods consumed is not commercial 
profit it is nevertheless personal income. If this is a 
correct interpretation of the argument, under which 
Schedule should it be assessed? 

Incidentally, it would be interesting to know what 
would be a suitable basis of addition to an account- 
ant's assessable profits for the expert advice given 
to his wife in the preparation of the household 
accounts. 

But to return to the more obvious case of the 
retail trader: may it be assumed that Mr X., green- 
grocer, supplies Aunt Maria next door with cabbages 
at cost. Let's not argue over the true meaning of 
‘cost’. Sufficient that, according to Mr X.’s ‘costing 
system’, there is no profit in Aunt Maria's cabbages. 

Should Mr X. be assessed on the profit he would 
allegedly have made if he had been less generous? 
'This is best answered by posing another question. 
If Mr X. attempted to exact the full retail price, 
would Aunt Maria still come for her cabbages? As 
our Australian friends would say, "Too right she 
wouldn't. She would go to the farthest ends of the 
city to find an alternative source of supply. 

It might be argued that Mr X.’s ostensible sacrifice 
of profit was made with the ulterior motive of 
benefiting under auntie’s will, but this contingent 
reversionary benefit seems a little too remote, even 
for the intentions of the Board of Inland Revenue. 

Yours faithfully, 

Barnstaple, Devon. C. W. TAYLOR. 
Sin, - Your correspondent Mr У. E. Spruce (Sep- 
tember 15th issue) may find himself in deep waters 
if he attempts to equate commercial profits with 
economic profits. I suggest he is arguing from the 
effect to the cause when he says that personal income 
is the sum of 'personal expenditure plus personal 
saving'. This may be the same as saying that saving 
is income less expenditure, but the latter is the more 
correct expression since it puts things in proper 
order. Furthermore, income tax is a tax on 'income' 
not on ‘expenditure plus saving’. If a trader has to 
start paying tax on the basis of personal choice in 
lieu of sales, there may be some anomalies creeping 
in. Would Mr Spruce answer the following questions 
for me? 

(1) A builder erects a house for his own use. Should 
he charge himself with the full retail value of 
the house based on vacant possession? 

(2) If the builder is managing directer of a limited 


company which grants him a lease on the house 
at controlled rent, would there be any benefit 
in kind to be assessed? L 

(3) If a builder (sole trader) builds a house and sells 
it to his wife at cost price, is he assessable on 
the profit he could have made by selling it at 
arm's length? 

(4) If a builder builds a house, leases it to his wife 


and then sells it to her as a sitting tenant at a ) 


lower figure than the vacant possession value, 
would he be assessable to tax on the basis of 
the higher figure? 


АП the above queries and the assessments implied . 


in them, may follow from the reference to the 
economic market and the definitions suggested by 
Mr Spruce. 

Finally, if I, as a professional man, choose to take 
an afternoon off work to watch a cricket match, 


would I be assessable on the value of the fees І . 
might have earned but for the exercise of personal | 
choice? In effect, have I to debit my own personal | 
account with the time I have taken off, and to pay | 


tax accordingly? 
Yours faithfully, . 
LAZYBONES. 


SR, - Mr E. Harman, in your issue of September ! 
8th, says that, for tax purposes, there exist two ` 


things – (а) the business, and (b) the proprietor of © 


that business, and that the proprietor can trade with — 


himself. 
By this argument, the business could sue the 


proprietor if the latter refused to pay any more than | 


the cost price of goods for his own consumption. 
I should dearly like to be in the County court to 
see how a case of this sort was conducted. 
Yours faithfully, 


Leicester. А. E. SPENCER. 


Receipts and Cheques 
Sir, – To suit our receipting system we do not com- 
plete receipt forms on the backs of cheques but 
attach our own receipt form to the cheque and also 
give an endorsement on the cheque itself. 

А cheque recently received incorporated a receipt 
form on the reverse with the note: 

"The signature on the above receipt is also 
intended to act as an endorsement of the cheque." 
The usual procedure was followed but in transit the 
receipt form became detached from the cheque and 
the drawer's bank has now returned the cheque 

marked, ‘Payees receipt required’. 

1 approached our own bank about the correctness 
of this action, pointing out that the cheque was 
properly endorsed and that the question of a receipt 
was a matter purely between debtor and creditor and 
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по concern of the bank. Can any reader tell me 
whether a bank is empowered to refuse payment of 
а cheque until the payee produces a receipt for 
inspection by the bank? 
Yours faithfully, 
PAYMENT REFUSED. 


Sir, - The following receipt form printed on the 
back of Royal Air Force public account cheques 
seems to me to put an unfair responsibility on the 
endorser of the cheque: 


*Received the sum stated on the face hereof in 
full settlement for the service specified on this 
cheque.’ 

I wonder what the legal position would be if the 
amount of the cheque were less than the account it 
was supposed to settle. 

Yours faithfully, 


London, SWr. C. J. NORMANDALE. 


Church Accounts 


3R, – No reference has been made in the recent 
:orrespondence on church accounts to the fact that 
he Parochial Church Councils (Powers) Measure, 
1956, repeals the 1921 Measure, as from January 
znd, 1957. 

The wording of the new Measure as to the form of 
iccounts has been altered and is as follows: ‘Every 
:ouncil shall furnish to the annual parochial church 
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meeting, the audited accounts of the council for 
the year ending on December 31st immediately 
preceding the meeting, and an audited statement of 
the funds and property, if any, remaining in the 
hands of the council at that date’, (Section 8 (1)). 

It will be seen that no reference is now made to 
income and expenditure, as in the 1921 Measure. 

Yours faithfully, 
B.M./W.T.W.F. 


Repairs Allowance Withheld 


Sir, - Clients have recently bought the assets of a 
retail concern ing on a similar trade. Nothing 
was paid for goodwill, but a premium was paid on 
the transfer of the lease of the premises. 

"The property was not in a good state of repair 
and before entering, our clients undertook various 
plumbing and electrical repairs and renewals. 

The Inspector of Taxes contends that none of this 
expenditure is allowable, and quotes the Law Shipping 
case as his authority. It appears to us that there is 
an essential difference between the two, as in the 
case quoted, a second-hand asset (namely a ship) 
was purchased, whereas here the leasehold property 
belonged neither to the vendor of the old business 
nor the purchaser of its assets. 

Тће views of readers would be much appreciated. 

Yours faithfully, 
S. O. S. 


THE CHARTERED ACCOUNTANT STUDENTS’ 
SOCIETY OF LONDON 
THIRD RESIDENTIAL COURSE AT OXFORD 


Ihe 1956 residential course of The Chartered Account- 


sat Students! Society of London — the third to be 
ırranged — was held at Balliol College, Oxford, from 
Thursday to Sunday, September 13th to 16th, under 
he chairmanship of Mr W. K. Wells, B.A., F.C.A. 
Гће number of London students at the course was 
:46 and they were joined for lectures and discussions 
у 13 members of the Oxford Students’ Society. 

At the opening dinner the President of the Society, 
3ir Harold Gillett, M.C., F.C.A., was in the chair and 
wnong the guests were the Dean and Chaplain of 


За ој, the Senior Fellow, and the Secretary to the’ 


University Chest. 


Subjects and Speakers , 


*ive lectures were given during the four days, 

irst, on Thursday afternoon, being by Mr Prank 
3ower, C.B.E., M.A., of Unilever Ltd, and chairman of 
he "Гаханоп Committee of the Federation of British 
.ndustries, who spoke on “Taxable income’. His 
nformative address was followed on Friday morning 
зу another lecture of great interest, “The accounting 
‘ools of industry’, by Mr Dudley W. Hooper, M.A., 
\.С.А., chief organizing accountant of the National 


Coal Board. On Friday afternoon, Mr R. F. Sumner, 
F.C.A., spoke on ‘Auditing’, and on Saturday morning 
Mr W. E. Parker, С.В.Е., F.C.A., chairman of the 
London and District Society of Chartered Account- 
ants, gave an address entitled ‘Some problems of 
accounting principle’. The final lecture was given 
by Mr А. C. Staples on “The principles of case law’. 

On Sunday morning over a hundred members 
attended a special service in the College Chapel at 
which the sermon was preached by the Dean of 
Balliol, the Rev. F. L. M. Willis-Bund, M.A. 


Group Discussions 


After each lecture the course separated into discussion 
groups. Starting from points arising out of the lecture, 
discussions ranged over a wide field. The exchange of 
ideas and opinion continued far into the night on 
subjects both important and unimportant in them- 
selves, but giving students most valuable opportunities 
to Exchange views and to develop their powers of 
reasoning and presentation. 

The course once again proved most successful 
and enjoyable. It has &ow taken an important place 
as an annual event in the Society's year. 
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» NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 
DISCIPLINARY COMMITTEE 

Findings and Decisions of the Disciplinary Com- 

mittee of the Council appointed pursuant. to 

bye-law 103 of the bye-laws appended to the 

Supplemental Royal Charter of December 219, 

1948, at a hearing on Fuly 4th, 1956. 

The Committee heard twenty-eight formal com- 
plaints preferred by the Investigation Committee 
each to the effect that the member concerned had 
failed to pay within four months of January rst, 
1956, the subscription then due and payable by him, 
80 as to render himself liable to exclusion or sus- 
pension from membership. 

In every case the committee found the formal 
complaint proved. 

The committee ordered that each of the six mem- 
bers whose names are set out below, be excluded 
from membership of the Institute: 

Norman Robert Baron, A.C.4, 19 Parsons Walk, 

Wigan. 

Vernon George Byron-Brown, A.C.A., 7 Midhope 

Road, Woking, Surrey. 

Alan Grainge, A.C.A., 73 Leeds Old Road, Heckmond- 
wike, Yorks. 
Stanley Smith Jack, F.c., 14 St Ann’s Square, 

Manchester, 2. 

Douglas Sydney Murrills, ac.a., 39 Cliff Lane, 

Ipswich. 

Christopher Charles Taylor, T.D., B.A., A.C.A, 19 

Pembridge Gardens, London, W2. 

The committee further ordered that two other 
members be excluded from membership but that 
the decision be suspended in each case so as to take 
effect from August 31st, 1956, only if a remittance 
of the amount owing should not have been received 
before that date.and in neither case did the suspended 
decision take effect. 

In the case of the remaining twenty members, 
whose full subscriptions had all been tendered by 
the date of the hearing, the committee decided that 
three be reprimanded and sixteen admonished and 
that no action be taken against one; the committee 
considered that there existed in every such case 
special circumstances which justified the omission 
of the name of the member from the publication of 
the finding and decision. 


Personal 
Messrs Вірі & Віру, Chartered Accountants, 
announce that as from July rst, 1956, they have 
admitted into partnership Mr RALPH Woop THORURN, 
A.C.A., who has been associated with the firm for some 
time. They also announce that as from September 
17th, 1956, they have remoyed their offices from 
6 Jesmond Road, Newcastle upon Tyne, 2, to 


12 Windsor Terrace, Newcastle upon Tyne, 2. The 
telephone numbers, Newcastle 81-3215/6, remain 
unchanged. 

Mn Joun WILSON, M.C., F.C.A., announces that as 
from August 1st, 1956, he has retired from partner- 
ship with Messrs F. W. PoPPLEWELL & Son, Char- 
tered Accountants, of 48-50 Mosley Street, Man- 
chester, 2, and also from partnership with Messrs 
Jones, Wirson & Co, Chartered Accountants, of 
55 Wellington Road South, Stockport. 


Obituary 
Gumo WILFRED BUTLER, F.C.A. 
It is with regret that we have to record the death on 
September gth, of Mr Guido Wilfred Butler, F.c.a., 
a partner in the firm of Tapley, Bowman & Co, 
Chartered Accountants, of Kingston, Jamaica. 

Mr Butler was in his seventy-first year and died 
while visiting his sons and relations in England. This 
visit was his first to England for twerfty years during 
which time he had been the senior chartered account- 
ant in Jamaica. 

Mr Butler was admitted an Associate of the Insti- 
tute in 1909 and was elected a Fellow in 1949. 


ARTHUR MEREDITH ALLEN, M.A., B.COM., PH.D., 
F.C.I.S. 


We have learned with great regret of the death on 
Monday, at a London hospital, of Dr A. M. Allen, 
M.A., B.COM., PH.D., Е.С.1.5., Secretary of the Char- 
tered Institute of Secretaries. 

Dr Allen, who was 48, was educated at Christ's 
Hospital and Hertford College, Oxford. Soon after 
leaving Oxford he was-appointed Assistant Secretary 
of the Institute of Bankers and in 1939 he joined 
the Chartered Institute of Secretaries as Deputy 
Secretary. He became Secretary of the Institute in 
1946. 

Br Allen wrote many articles for economic journals, 
lectured and was the author of a number of books, 
one of the best-known being Commercial Bank Legisla- 


tion and Control. . 


The Institute of Cost and Works Accountants 


It is announced by The Institute of Cost and Works 
Accountants and the London School of Economics, 


‘that agreement has been reached on an arrangement 


whereby graduates who have followed the School's 
B.Sc.(Econ.) degree course, taking accountancy as a 
special subjest in Part II of the degree examination, 
shall be entitled to` exemption from the. whole of 
Part I of the Institute’s Intermediate examination. 
An agreement has already been made along these 
lines with Birmingham University. 


NORTH-WEST REGIONAL Cost CONFERENCE 


A north-west regional cost conference, arranged 
by the Institute, was held last Saturday at The 
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Jajestic Hotel, St Annes-on-Sea. Papers were pre- 
sented by Mr J. W. Seddon, A.C.A., A.C.W.A., on 
‘Control figures in the smaller firm’, and by Mr 
F. T. Hunter, Р.С.А., F.c.w.a., on ‘Indirect incentives’. 


Birmingham Students’ Residential 
Course 


The seventh residential course for articled clerks to 
be arranged by the joint lecture committee of the 
Birmingham and District Society of Chartered 
Accountants and the Birmingham Chartered Account- 
ant Students’ Society will beheld at Ashorne Hill, 


to Monday, October 15th. 

Seven lectures are to be given and these will be 
followed by group discussion. On one of the evenings, 
Mr D. A. Buchanan, F.1.B., of the Bank of England 
and President of the Birmingham Centre of the 
Institute of Bankers, will speak on "The history and 
functions of the Bank of England', while on another 
evening a panel of accountants will be invited to 
answer ‘Any Questions’. 

The course is intended primarily for those sitting 
examinations within the next twelve months, but 
others wil be welcome as will all students from 
the Midlands area including those from the Notting- 
ham, Oxford, Bristol, Leicester and Northampton 
Students’ Societies. 

The charge for the course will be £4 for students 
enrolled for the joint lecture committee's course of 
lectures and for members of the Birmingham Char- 
tered Accountant Students' Society residing more 
than 25 miles from the City centre, and £6 for all 
other students. 

Forms of application to attend the course may be 
obtained from the Clerk to the Committee, Mr E. 
Hemsoll, M.c., The Chartered Accountants’ Library, 
71 Edmund Street, Birmingham, 3. 


Management Conference at Harrogate 


‘The achievement of a higher national standard of 
living through more effective management will be 
the theme of a conference to be held at Harrogate 
by.the British Institute of Management and the 
Institute of Industrial Administration from October 
31st to’ November 2nd. Between 800 and 1,000 
managers are expected to attend and the opening ad- 
dress, on ‘Management — profits – living standards’, 
will be given by Dr the Rt. Hon. Charles Hill, M.P., 
Postmaster-General. А 
Among the subjects to be presented and discussed 
will be “Interfirm comparison of financial ratios’, 
when the speaker will be Mr E. H. Davison, А.СТА., 
chief accountant, Courtaulds Ltd, and ‘Conservation 
of cash resources in the small business’, when Mr 
R. Warwick Dobson, C.A., F.C.w.A., group financial 
controller, B. Elliott & Co Ltd, will be the speaker. 
Further information about the conference can 
be obtained from the Conference Secretary, The 
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British Institute of Management, Management 
House, 8 Hill Street, London, W1. 


Our Weekly Problem 
No. 136: CARDS ON THE TABLE 


Mr L. U. Sidate found that Roger, aged 3, soon 
tired of his game of cards, so he suggested a different 


- kind of game. He put a number of cards face down 


on the table and asked Roger, who could count up. 
to four, to choose four. 'T'he four chosen proved to be 
court cards and Mr Sidate decided that it was an 
even chance of that happening. 

How many cards were on the table? 


The answer will be published next week. 


ANSWER TO No. 135: A SIMPLE GAME oF CARDS 


If each had x cards the following table shows the progress 
of the game. At the end of each line is the chance of having 
that particular combination. В = Black and К = Red. 





А І. 0. 8. Roger Chance 
т. Roger picks: D 
R i. (x—1)R xB, rR I 
2. L. U. S. picks: 5 
1 
(а) К xR xB "PH 
(b) В (x—1)R,1B (х—1)В, 18 == 
3. Roger picks: 
(a)R .. R sB R х: 
x x—I 
(b)R (x—2)R, 1B (x—1)B, 2R š+ х uo 
x 1 
(b)B (x—x)R xB, 18 Е х 
Summary: h Bae ous s 
(c) ds (х—1) i ,I Ail RII 
х—1 
(4) (x—2)R, 18 (x—1)B, 2R vei 


4. L. U. S. picks: А 5 








(c)B . (Œ@—1)R, iB (x—1i)B, iR Sa 

(а)к (х—10)В, 1В (x—1)B, rR LL zu 
Summary: 2x a(x—1) 

(FG = Gey t epi 


from which x — 5 


SEVENTY-FIVE YEARS AGO 

From Whe Accountant ог SEPTEMBER 24TH, 1881 

Extract from leading article entitled 
POWERS OF AUDITORS 

We drew attention some weeks ago to a colloquy 
which took place in Parliament as to the powers 
(or, to speak correctly, the lack of powers) of auditors 
of parochial accounts. The conversation arose out of a 
formal statement made by the auditors of the Padding- 
ton Vestry, who had disallowed close upon sixty 
pounds for refreshment; nearly one-half being for 
“refreshers” at the opening of a slop tank. The 
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auditors disallowed: but their powers were about equal 
to those of the gentleman who could “call spirits 
from the vasty deep.” “ҰШ they come when you call 


them?” asks the scoffing companion. In like manner . 


the Paddington auditors might be effectually silenced 
by the taunting remark: You can disallow, but will 
payment of your surcharges be enforced upon the 
refreshed ones? The Paddington auditors are obliged 
to confess their impotency, and further to admit 


THE INSTITUTE 


THE ACCOUNTANT 


September 22nd, 195¢ 


“the examination by them of the parochial accounts is 
practically of no effect.” But, as Mr. Dodson, whe 
was called upon for his opinion as to this state ој 
affairs, added:—‘If such expenditure had appeared 
in the accounts which are audited by the audito: 
of the Local Government Board, he would have hac 
power not only to surcharge these illegal payment: 
but to recover the amount summarily from the person: 
by whom they were authorised." ... 


OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES · 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on September sth, 1956, who 
completed their Fellowship or membership before 
September 18th, 1956. 


Associates elected Fellows 

Bass, Arthur Norman; 1950, A.C.A.; (Barron, Bass & Со), 
Chansitor House, 37-38 Chancery Lane, London, WC2. 

Bell, Marmaduke; 1928, А.С.А.; (*Sir Charles H. Wilson 
& Co), Wilson's Chambers, 7 Greek Street, Leeds, 1 

"Black, John Sinnott; 1935, A.C.A.; (Southwell, T'yrell & 
Co), 31 Budge Row, London, EC: 

Bebe Gerald John; 1950, A.C.A.; (С. J. Burke & Co), 75 

"c Court, Amhurst Road, London, E8. 

Sua Donald Arthur, M.B.E., 1950, A.C.A.; (Russell 
Tillett & Co), 18 St Swithin's Lane, London, ЕСА, 
and at Bradford and Manchester. 


Cleaver, Leonard Harry, J.P.; 1933, A.C.A.; (Heathcote: & 
Coleman), 69 Harborne Road, Edgbaston, Birmingham, 
15, and 39 Temple Row, Birmin ham, 2. 

Cooke, John Hayward; 1950, A.C.A.; (Mapus-Smith & 
Lemmon), Hill House, 19 Tuesday Market Place, King’s 
Lynn, and at Downham Market. 

Cruickshank, Arthur Harold; 1947, A.C.A.; (Collins & 
Collins), 19 High Street, Andover. 


Davies, Peter Lloyd; 1951, A.C.A.; (Davies, Watson & Co), 
' 9g Old Burlington Street, London, Wr. 


Filer, Roy Montague; 1950,.A.C.A. (*Farr, Rose & Gay), 
Friars House, 39-41 New Broad Street, London, EC2, 
and 26a New Broadway, Ealing, London, Ws. 

Ford, Peter Ronald William; 1944, А.С.А.; (Lodge & 
Winter), Midland Bank Chambers, Falmouth, and at 
Truro; also at Newquay (E. H. Lean & Co). 

Fripp, Reginald Charles, D.8.0., M.A; 1946, A.C.A; 
ров, Snowden, Nicholson & Со), 27 Martin 

e, Cannon Street, London, EC4. 


Green, Michael Anthony; 1951, A.C.A.; (Thornton & 
'Thornton), 6 Worthing Road, Horsham, Sussex. 


Horsley, John Marshall; 1925, A.C.A.; (Lodge & Winter), 
Midland Bank Chambers, Falmouth and at Truro; 
also at Newquay (E. H. Lean & Co). | 


Lodge, John Weighill, м.с.; 1921, А.С.А.; (Lodge & 
Winter), 19 Lemon Street, Truro, and at Falmouth; 
also at Newquay (E. H. Lean & Co). 


Mabbs, Clifford Peter; 1957, А.С.А.; (George Graden & 
Co), Finsbury House, Blomfield Street, London, ЕС2. 


Ormrod, Ernest John; 1949, A.C.A.; (*H. Noel French, 
Ormrod & Co), 3 Fenwick Street, Liverpool, 2. 


“placed against a Firm Name sigpifies that the Firm is not 
exclusively composed of members of the Institute. 





Rees, Norman Glenn; 1925, A.C.A.; (Norman G. Rees & 
Co), 12 Church Lane, Oldham and Rochdale. 

Rhodes, John Hutchings; 1939, А.С.А.; (*Sir Charle: 
H. Wilson & Co), Wilsons Chambers, 7 Greek Street 
Leeds, 1 

Sherrey, Peter Siviter, T.D.; 1947, A.C.A.; (W. Elles-Hill а 
Co), Prudential Buildings, St Philip’s Place, Birmingham, 
3, and at London. 

Smith, Carmalt Hardeman, M.A.; 1934, А.С.А.; 96 Hagley 
Road, Birmingham, 16 


Waring, Thomas awoii, BAS 1949, A.C.A.; (Smithson, 
Bla burn & Co), Atlas Chambers, King Street, Leeds, x. 

Westermann, Harold Wilson Sargant; 1939, A.C.A.: 
(*Collins, Westermann & Со), Oakfield Corner, Amer- 
sham, Bucks. 

Winter, Lawrence Alfred David; 1935, A.C.A.; (Lodge 4 
Winter), 19 Lemon Street, Truro, and at Falmouth; alsc 
at Newquay (E. H. Lean & Co). 


Yarwood, Walter; 1925, A.C.A.; (*Sproull, Goddard & Co), 
` 2 Gayton Road, Harrow, Middlesex, and at London. 


- (Not in England or Wales) 

Kendall, Robert Charles, D.F.C.; 1936, A.C.A.; (*Evatt & 
Co), and (*Price Waterhouse & Со), P.O. Box 164, 
N.'T.S. Building, Singapore, and at Ipoh, Kuala Lumpur, 
Malacca and Penang. 


Walker, Alexander George Нау; 1934, A.C.A.; (Alexander 
Walker & Co), (P.O. Box 951), N.E.M. House, Fort 
Street, Eighth Avenue, Bulawayo, S. Rhodesia. 


Admitted as Associates 
(In Practice) 


Freedman, Isaac, 24 Wilton Road, Manchester, 8. 


(Not in Practice) 

Argyle, Anthony, 40 Roughley Drive, Little Sutton Read, 
Four Oaks, Sutton Coldfield, Warwicks. 

Armstrong, Robert Hylton, with Gilchrist, Tash, Wilson & 
Sansom, Components House, Zetland Road, Middles- 
brough. 

Arrowsmith, Fred, 83 Bromwich Street, Bolton, 

Ashton, Keith, with H. Hague, Sharp & Co, Retiro 
Chambers, 2 Waterloo Street, Oldham. 

Atyeo, Henry Paul Bingham, B.A., with A. E. Hook & Co, 
165 High Sweet, Ryde, Isle of Wight. 

Avison, Gerald Edwin, 79 Albion Street, Wallasey, 
Cheshire. 


Bailey, Leonard Vernon, c/o Godbolds- Ltd, General 
Buildings, Aldwych, London, WC2. 
Baird, Alexander Duncan, with Futcher, Head, Smith & 
j те Broad Street House, 54 Old Broad Street, London, 
2. 
Baker, Sydney, c/o J. M. Hyman & Co, 11 Albert Square, 
Manchester, 2. , 
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Bamford, Anthony Frederick, with Rowley, Pemberton & 
Co, Lloyd's Building, 3-4 Lime Street, London, EC3. 

Barrow, Geoffrey William, ‘Sevenoaks’, Cuddington, 
Dido Cheshire. . 

Barton, John Raymond, 282 Princes Avenue, Kingsbury, 
London, NWg. Я Е. 

Base, Trevor John, 12 St Swithin's Road, Bournemouth. 

Batty, John Francis, 96 The Brow, Purbrook, Portsmouth. 

Beaver, John Anthony, with E. A. Shock & Co, 67-8 
Jermyn Street, London, SW1. 

Beck, Michael Walter Cornford, 24 Bridge Way, Bexhill 
Road, St Leonards-on-Sea, Sussex. 

Beesley, Royston William, 552 Woodway Lane, Walsgrave, 
Coventry. . 

Bendig, Maurice, with J. L. Simpson & Co, 287 Manning- 
ham Lane, Bradford, 8. 

Bird, Martin Clive, with *D. A. Owen & Co, 21 The 
Parade, Leamington Spa, Warwickshire. 

Bissolotti, Rudolph Anthony, 209 Frobisher House, 
Dolphin Square, London, SWr. 

Blundell, Peter Derrick Howard, with K. Readhead & Co, 
15 Craven Street, London, WC2. 

Bolton, John Stansfeld, with Smithson, Blackburn & Co, 
Atlas Chambers, King Street, Leeds, r. 

Bolton, William Andrew, ‘Silvertrees’, White Barn Lane, 
Alderley Edge, Cheshire. 

Boltsa, Michael, with Geoffrey Woolfe & Co, 26 Corpora- 
tion Street, Manchester, 4. 

Bookey, Bernard Sidney, 43 Woodseer Street, London, Er. 

Bool, Malcolm Colin, 43 Ham Hill, Stoke-under-Ham, 
Somerset. 

Boot, Leslie, D.F.c., D.F.M., with Fawley Judge & Easton, 
1 Parliament Street, Hull. 

Botterill, Deryck, 73 Trevarthian Road, St Austell, Cornwall. 

Boulton, Michael Alan, 154 King’s Road, Westcliff-on-Sea. 

Bridgford, Keith Graham, 8 Salisbury Avenue, Baildon, 
Shipley, Yorkshire. 

geen Rodney Gordon, 5 Dymoke Road, Hornchurch, 

ex. · 

Brough, Samuel John, 138 Otley Road, Leeds, 16. 

Brown, Charles Peter, 256 Derby Road, Widnes. 

Brown, Colin Ian, 15 Van Dyck Avenue, New Malden, 
Surrey. 

Brown, Ian Cassels, 5 Elm Crescent, Ealing Common, 
London, Ws. M 

Browne, John Dunsmore, 34 Old Farleigh Road, Selsdon, 
Surrey. 


- Brownson, Keith McKee, with *Page, Burne & Black, 7 


Victoria Street, Liverpool, 2. 

Bunster, Alvaro Hernan, with *Chalmers, Wade & Co, 5 
Fenwick Street, Liverpool, 2. 

Burges, John Cecil, with Watts, Knowles & Co, Midland 
Bank Chambers, Letchworth. 


Camamile, Nevile James, B.A., 4 Lee Road, Lincoln. 

Carr, Norman Ernest, 25 Torrington Street, Grimsby. 

Carter, Alan Michael, в.ѕс.(всоп.), 86 Church Lane, 
Cheshunt, Hertfordshire. : 

Carter, Bernard John Hyde, with *Armitage & Norton, 
Salisbury House, Finsbury Circus, London, EC2. 

Carus, Alexander Michael, 8 ВИ пре Avenue, Blackburn. · 

Chambers, Edward Dillingham, 290 Singlewell Road, 
Gravesend, Kent. ; 

Chesterman, Harvey Alan, with M. Berley (M. Berley & 
Со), 112 City Road, London, ЕСт. 

Cheyette, Keith Leonard, with ФА. С. Deacon & Со, 
Bank Chambers, 4 Horsefair Street, Leicester. 

Churchill, Brian Alwyn, 49 Inveresk Garelens, Worcester 
Park, Surrey. • 

roue Alan, 47 Dordon Road, Dordon, near Tamworth, 

тайв 


Clarke, Bryan Hardwick, with Wm. Latham & Co, 12 
Park Street, Lytham, Lancs. 

Clayton, Joseph Alan, with Hill & Chapman, 11 Albert 
Square, Manchester, 2. 

Clinkard, Charles Colin, B.A., 'Strathearne', Albion Terrace, 
Saltburn-by-the-Sea, Yorkshire. 
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- Cochrane, Paul Herbert Eric Michael, with Crofts & 


Naylor, 30 Spring Gardens, Manchester, 2. 

Cohen, David Solomon, ».sc.(£con.), with “Howard, Howes 
& Co, Norfolk House, Norfolk Street, London, WCz. 
Cohen, Leon, with Sharp, Parsons & Co, Suffolk House, 5 

. Laurence Pountney Hill, London, EC4. 
^'Collins, David Richard Gerald, 86 St Andrews Road, 
Southsea, Hampshire. 
Collins, John Geoffrey, в.сом. 38 Haslingden Drive, 
Toller Lane, Bradford, 9. : 
Comerford, Michael Anthony, Blackmoor Lane, Bardsey, 
near Leeds. | 
Cook, John Markham, 46 Langdale Road, Heaton Chapel, 
Stockport. | 
Cook, Peter Frederick, with К. Readhead & Со, 15 Craven 
Street, Strand, London, WC2. 
Cottee, Michael, 3 Sylvan Road, Snaresbrook, London, E11. 
‘Counsell, Robert Elgar, 105 Heather Road, Small Heath, 
Birmingham, 1o. е 
Cox, Bryan Beeching, r4 Forde Avenue, Bromley, Kent. 
Cox, Stuart Allison, B.sc., with Kemp, Chatteris & Со, 
-+ St Swithin's House, 37 Walbrook, London, EC4. - - 
Crimp, Graham Edwin, 12 Admiralty Street, Keyham, 
Plymouth. 
Croft, Albert Henry, with Wm. F. A. Cooper & Son, 12 
Woodcote Road, Wallington, Surrey. 
Crossley, Eric Robert, 45 Ruskin Road, Carshalton, Surrey. 
Crowe, Frank Michael, B.A., with Cooper Bros. & Co, 14 
George Street, Mansion House, London, EC4. 


Dale, Kenneth Thomas, with Herbert Pepper & Rudland, 
Waterloo House, 20 Waterloo Street, Birmingham, 2. 
Davies, Elfed John Afan, 6 Fernleigh Court, Preston Road, 

Wembley, Middlesex. 
Davies, Ian Lester, 22 King’s Croft Gardens, Leeds, 17. 
Davies, Ian Lloyd, 128 Hendon Lane, Finchley, London, 


3: 

^Davis, David Thomas, 8.8c.(gcon), 295 Long Lane, 
Hillingdon, Middlesex. 

Davis, Norman Stanley, 28 Bridge End, Walthamstow, 
London, E17. 

Davison, Ian Frederic Hay, B.sc.(EcoN.), with *Tansley 
Witt & Co, 22-24 Ely Place, London, ЕСт. 

Davison, John Greener, with Winter, Robinson, Sisson & 
Benson, 16 Market Street, Newcastle upon Tyne, 1. 
Day, Richard Lyddon, The Windrush, Huggetts Lane, 

Willingdon, Sussex. 
Denney, Gordon Herbert, with James, Edwards & Co, 
Salisbury House, London Wall, London, ЕС2. | 
Dickie, John McKay, 20 Stoke Place, London, NW то. 
Docwra, John, 18 Woodland Drive, Hove, 4, Sussex. 
Downes, Philip George, with Victor Walton & Co, 26—27 
Bond Street, Leeds, 1. 
Dunn, Robert Martin, B.sSc.(ECON.), 5 The Rise, Darlington. 


Ellis, John Raymond, T.D., 1 Gloucester Road, Wanstead, 
London, Err. 5 

Evans, David Julian, 3 The Crescent, Narberth, Pembroke- 
shire. 

Evanson, Peter Nixon, with Blackburns, Robson, Coates & 
Co, 59 New Cavendish Street, London, W1. 

Ezra, David, 33 Fern Down, Northwood, Middlesex. 


Faircliff, Malcolm Claude, 78 Tabor Gardens, Cheam, 
Surrey. 

Fairhurst, Derrick John, Hackwgod Hotel, Widmore Road, 
Bromley, Kent. 

Faupel, William Basil Joseph, with *Russell, Durie Kerr, 
Watson & Co, Lombard House, Great Charles Street, 
Birmingham, 3. : 

Fedrick, William John, with Aston, Parkinson & Сада, 53 
Vale Street, Denbigh. ; 
Fielding, Alan, with Halliday, Pearson & Co, 11 Spring 

Gardens, Manchester, 2. 

Flather, David Michael, ‘Whitethorn’, Rupert Road, 
Middleton, Ilkley, Yorkshire. 

Fletcher, John Francis, 5, 4.(ECON.), with *J. H. Trease & Co, 
Notts Bank Chambers, Pelham Street, Nottingham. 
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Forbes, James Brian, 41 Rudheath Avenue, Withington, 
Manchester, 20. 

Fortune, Stanley Welsh, with *Wm. Fortune & Son, 
Collingwood То 

Foster, David Neville, with P. Spence Taylor & Со, 117 
Hagley Road, Edgbaston, Birmingham, 16. 

Foulds, Michael Arthur, with 'Turton, Ross & Co, 4 
Middle Pavement, Nottingham. 

Fox, Thomas Peter Kenyon, with Wheawill & Sudworth, 
4 New Burlington Street, London, Wr. 


Gabriel, Earl John, 35 Beech Drive, East Finchley, London, 


Ga Eric Robert, 22 Cresthill Avenue, Grays, Essex. 

Garrett, George Thomas Smith, 1. Lymington Road, 
London, МҰ. 

Geake, Anthon Denis, 22 Grove Park Road, Weston- 
super-Mare, Somerset. . 
Gelhay, Rene Bernard, with Cooper Bros. & Co, 14 

George Street, Mansion House, London, EC4. 

Gilbert, Michael John, 54 Wickham Road, Beckenham, 
Kent. 

Glossop, Arthur Derek, 248 Abbey Lane, Sheffield, 8. 

Glover, Gordon, 8 Windermere Crescent, Ashton-under- 
Lyne, Lancashire. 

Golding, Terence Edward, 262 Pinner Road, Harrow, 
Middlesex. 

Goodchild, Stephen James Henry, with Bourner, Bullock, 
. Andrew & Co, Bush Lane House, Cannon Street, 
London, EC4. | 

Gordon, Laurence Antony, with Gilchrist, Tash, Wilson 
& Sansom, Components House, Zetland Road, 
Middlesbrough. 

Graham, William Ian, ‘Hudson Hill’, Barton, Preston. 

Gray, Philip Denis, with Haskew, Twist & Co, 3 Cherry 
Street, Birmingham, 2. 

Green, Norman Ewart, with “Winnett & Holden, 28 
Brazennose Street, Manchester, 2 

Green, Vivian Thomas, M.A., with Price Waterhouse & Со, 
з Frederick’s Place, Old Jewry, London, ЕС2. 

Greener, Michael John, B.A., 9 Romilly Park, Barry, 
Glamorgan. 

Greenwood, Alan, with Kneeshaw, Moffatt & Co, 6 
Grimshaw Street, Burnley. 

Greenwood, Jeffrey Wyndham, Beech House, Inskip, 
near Preston. 

Greenwood, John Reid, with Victor Walton & Co, 26-27 
Bond Street, Leeds, 1. 

Griffin, Nicholas Charles, 150 Lake Road East, Roath 
Park, Cardiff. 

Griggs, Leonard Sidney, with Alfred Tooke & Co, 
Баро Square House, Salisbury Square, London, 

4. 

Grundy, Peter Thomas, 27 Heath Drive, Sutton, Surrey. 

Gunn, John Alexander, B.A., with *Horace Elett & Co, 
Rolle Chambers, Exmouth. 


Haben, Derek Gordon Worral, 119 Edenfield Gardens, 
Worcester Park, Surrey. 

Hall, David William, B.A., with *Wm. Fortune & Son, 
Collingwood House, Church Square, West Hartlepool. 

Halson, Gordon Henry, with G. L. Atherton & Co, 65 
East Street, Bridport, Dorset. 

Hanson, John Christopher, go Ferrybridge Road, Castle- 
ford, Yorkshire. N 

Harris, Ian Edward Lorimer, 112 Coombe Lane, Bristol, 9 

Harris, Robert Joseph, with E. Churchill Mallett & Co, 
St Mary’s Chambers, Lowgate, Hull. 

Hart, Michael Frederick, 8 Crouch Hill Road, London, N8. 

Haygarth, Edward James Anthony, B.COM., 19 Wroxham 
Drive, Upton, Wirral, Cheshire, 

Heal, Jobn Harris, B.A., with Ware, Ward & Ca 21 
Cathedral Yard, Exeter. 

Hebbard, Geoffrey John, 35 Manor Way, Chingford, 
London, E4. 

Hill, John Michael, 5 Stafford Leys, Leicester Forest East, 
Leicester. 
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Hill, Roger Arthur, 
London, NW7. ' 

Hilton, David Stringer, 1 Kingston Avenue, Blackpool. 

Holekouse, Kenneth Thomas, 9 Pengwern Avenue, Deane, 

ton 

Hollis, Richard George, 207 High Road, Loughton, Essex. 

Hopkins, Keith Maxwell, with John M. Winter & Sons, 
39 St James’s Street, London, SWi. 

Horstead, Ian Michael, with *Kennedy Smellie & Co, 64 
High Street, Epsom, Surrey. 

Howarth, David, 18 Harthill Road, Liverpool, 18. 

Huckstep, Colin Perkins, 47 Brendon Way, Bush Hill Park, 
Enfield, Middlesex. 

Hunt, David Edward, M.A., 27 Tydraw Road, Penylan, 
Cardiff. 

Hunt, David James, 100 Plymouth Road, Redditch. 

Hunt, John Brian, Stratton Lodge, Oldchurch Road; 
Nailsea, Somerset. - 

Hunter, John Sheridan, 3 Lenton Avenue, The Park, 
Nottingham. 

Hyslop, Peter Maxwell, with Scott Thompson & Co, 91 
: Moorgate, London, ECa. 


Janes, Alan Fred, with *Carpenter, Arnold & Turner, 44 
South Street, Chichester. 

Jenks, Maurice Arthur Brian, with *Jenks, Percival, 
Pidgeon & Co, 14 Finsbury Circus, London, EC2. 

Johnson, Stanley, c/o Thomson McLintock & Co, 57 
King Street, Manchester, 2. 

Jones, Brian Wallace, B.COM., 18 Sherwood Road, Great 
Crosby, Liverpool, 23. 

Joures, Thomas, with Price Waterhouse & Co, 31 Mosley 
Street, Newcastle upon Tyne, 1. 

Jowett, Peter Waring, B.A., with Price Waterhouse & Co, 
31 Mosley Street, Newcastle upon Tyne, 1 


Kettlewell, John Geoffrey, Pe Nook’, Station Walk, 
Cottingham, East Yorkshi 

King, Michael Sidney, 111 Pennine Drive, Hendon Way, 
London, NW2. 

Kirwan-Taylor, Peter Robin, with *Peat, Marwick, 
Mitchell & Co, 11 Ironmonger Lane, London, ЕС2. 
Knowles, Godfrey Nelson, with Knowles & Barron, 109A 

High Street, Winchester. 
Kudlick, Martin, 19 Drake Road, Westcliff-on-Sea, Essex. 


(Miss), Rose Marie, with *James Christie & Co, 
Mansion House, Princes Street, Truro. 

Law, Leslie William, B.COM., with *Deloitte, Plender, 
Griffiths & Co, s London Wall Buildings, Finsbury 
Circus, London, ЕС2. 

Lawrence, Peter, with *Spain Bros. & Co, 1 Old 
Burlington Street, London, Wr. 

Leaver, Derek, with Hopkinson &. Pollard, Blackburn 
Assurance Buildings, 1 Stanley Street, Accrington. 

Lee, Raymond Allan, with Webb, Hanson, Bullivant & Co, 
до Deansgate, Manchester, 3 

Lees, Rowland Warner, ‘Warnalea’, Bury & Rochdale 
Old Road, Jericho, Bury. 

Lethbridge, John Berkeley Chri&tian, B.A., with *Peat, 
Marwick, Mitchell & Co, 11 Ironmonger Lane, London, 

2. 

Liddelow, Keith Brian, 4 Woodlands Avenue, Finchley, 
London, N3. 

Lilley, Roger Ward, 28 North Park, Eltham, London, SE9. 

Linton, Donald Edward, with Price Waterhouse & Co, 31 
Mosley Street, Newcastle upon Tyne, 1. 

Lockyer-Nibbs, John Brian, Flat г, 34 Arkwright Road, 


London, NW3. 

Longworth, William Antony, ‘Colebrooke’, Chelford, 
Macclesfield, Cheshire, 

Loveday, Peter Donald, Great Limber Grange, Great 
Limber, Grimsby. 

Luckwell, John Gillham, 
Bristol. 


McCormack, Charles William, with Morrish, Walters & Co, 
Provincial House, 98-106 Cannon Street, London, EC4. 


‘Milestone’, Wise Lane, Mill Hill, 


‘Heathercroft’, Backwell, near 
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McCourt, Owen Columba, 94 Berkshire Gardens, Palmer's 
Green, London, N13. 

McFadden, George Anthony Jackson, M.A., with *Binder, 
Hamlyn & Co, 121 Queen Victoria Street, London, EC4. 

McGeorge, William, 30 Cundiff Road, Chorlton-cum- 
Hardy, Manchester, 21. 

McInnes, Donald King, B.A.(coM.), 36 Thornton Road, 
Bootle, Liverpool, 20. 

MacIntyre, Robert Hamilton, 87 Copse Avenue, West 
Wickham, Kent. 

MeNelly, Peter, 63 Carlton Road, Gidea Park, Romford, 

ззех 

Mallinson, Robin John Charteris, B.A., with Stoy, Hayward 
& Co, 22 Upper Grosvenor Street, London, Wi. 

Mann, Gerald Frank, with Somerset Cowper & Co, 199 
Piccadilly, London, Wi. 

Markwick, Edward Charles, 51 Third Cross Road, 
Twickenham, Middlesex. 

Marshall," Frederick Thomas, with Luckin & Sheldrake, 
Waterloo Chambers, Chelmsford, Essex. 

Martin, Dennis Victor, c/o Roland J. Boys & Co, Jacey 
House, The Lansdowne, Bournemouth. 

Mason, John Michael, B.A.(ECON.), 376 Ashgate Road, 
Chesterfield, Derbyshire. 


Massing, Alan Harvey, 27 Wychwood Close, Canons | 


Park, Edgware, Middlesex. 

Matthewa, James Palliser, 6o. Deyncourt Gardens, Up- 
minster, Essex. 

Mercer, John Barry, a5 Brightwell Avenue, Westcliff-on- 

, Essex. 

Mercer, Roger William, 74 Banner Cross Road, Ecclesall, 
Sheffield, 11. · 

Metcalf, Herbert Schofield, ‘Treetops’, Valewood Road, 
Grayshott, Hindhead, Surrey. 

Middleton, John Edward, with “Peat, Marwick, Mitchell 8; 

- Co, 11 Ironmonger Lane, London, ЕС2. 

Milliken, Eric Brian, with H. У. Fisher & Co, 36-38 
Dudley House, Southampton Street, Strand, London 

2. 

Milne, Henry Bruce, 58р Eaton Square, London, SW1.. 

Milner, Thomas John Lawrence, with Barton, Mayhew & 
Co, Alderman’s House, Bishopsgate, London, ЕС2. 

Mitchell, Harry David, 11 Dudley Street, Grimsby. 

Moore, Peter Stallard, 32 Ovesdon Avenue, Harrow, 
Middlesex, 

Munyard, Roger Charles, 44 Oakwood Avenue, Southgate, 
London, N14. 


Neagus, Ralph Harvey, with Eric H. Ascher & Co, 152 
Fenchurch Street, London, EC3. 
Neely, Guy David, B.A., 55 Lee Road, Blackheath, London, 


3. 

Nickalls, James Horatio, 177-179 Scrogg Road, Walker, 
Newcastle upon Tyne, 6. 

Norman, Geoffrey, 126 Edgehill Road, Mitcham, Surrey. 

Nunn, Brian Raymond, 199 Salisbury Road, 'l'estwood, 
Southampton. 


O’Donnell, Patrick Vincent, 21 Tennyson Road, Stoke, 
Coventry. А 
Ofer, Frederick Henry Раш, 6 Hartley -Old Road, Purley, 

штеу. 
Osborn, Gerald John, в.зс.(есом.), “Toddington’, Badby 
Road West, Daventry. 


Page, James Raymond, with Herbert Gimson & Son, 
Charterhouse, London, ЕСт. 
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Park, Cyril Atkinson, M.A., with Newton & Co, Union 
Chambers, 63 Temple Row, Birmingham, 2. 

Parker, Philip Percy, with Maw, Ellis, Warne & Co, 4 
Gray’s Inn Square, Gray’s Inn, London, МСт. 

Parker, William Raymond, ‘Extwistle’, Red Lees Road, 
Holme, near Burnley. 

Parry, Philip Owen, with A. A. Johnstone, Post Office 
Chambers, Carnegie Street, Ellesmere Port, Wirral, 
Cheshire. 

Patchett, Peter Edmund, with Eastwood, Townend & Co, 
Commerce House, Cheapside, Bradford, 1. 

Phillips, Alan Derek, with Lionel H. Lemon & Co, 

© Coleman Street, London, ЕС2. 

Pickard, John Michael, Tumber House, Headley, near 
Epsom, Surrey. 

Pool, Michael Frank, with Bates, Pool & Duncan, Spencer 
Chambers, 4 Market Place, Leicester. 

Port, David Charles, 26 Lindbury Avenue, Offerton, 
Stockport, Cheshire. 

Powe, John David, 97 Ilsham Valley, Torquay. 

Pratt, David Talbot, with *Morris, Crocker & Со, 102 
Victoria Road North, Portsmouth. 

Prentice, Ronald Edwin, with Stanley Blythen & Co, 12 
Low Pavement, Nottingham. 

Purse, David Christopher, with Jones, Robathan, 
Thompson & Co, 11-12 Skinner Street, Newport, 
Monmouthshire. 

Pye, Peter Barton, with Shelvoke, Pickering, Janney & Co, 
36 Cannon Street, Birmingham, 2 


Raffe , John, with R. P. Allsop & Co, County Buildings, 
147 Corporation Street, Birmingham, 4. 

Raffray, Alain Joseph Henri, 260 St James Court, Bucking- . 
ham Gate, London, SW 

Raine, Geoffrey Michael, i "Highfield Crescent, Hartburn, 
Stockton-on-Tees. 

Randall, William James Webster, ‘Westby’, Great Urswick, 
Ulverston, Lancs. 

Reap, Donald Wentworth, B.A., 13 Micklegate, York. 

Reid, Clive Rodney, Oak Cottage, Silverlea Gardena, 
Horley, Surrey. 

Reid, John, в.сом., 238 Шат Road, Flixton, Manchester. 

Re 10188, James Heydon, 2 Treforris Road, Wallasey, 

heshire. 

Ridley, Roger Hugh, with Harmood Banner, Lewis & 
Mounsey, 24 North John Street, Liverpool, 2. 

Roberts, David William, B.sc. (ECON. ), with G. E. Holt & 
Son, Victoria House, Southampton Row, London, WC1. 

Roberts, Derek Harrison, Caer Gwent, Waterhouse Lane, 

. Kingswood, Surrey. 

Roberts, с, Michael Elvey, 346 Shadwell Lane, Moortown, 
Leeds, 17 

Roberts, Michael Wiliam, ‘Southcliffe’, 
Rhos-on-Sea. 

Roberts, Peter Gordon; 47 Firgrove Hill, Farnham, Surrey. 

Robinson, Frederick Alan, 78 Osborne Road, Blackpool, 

Rodgers, John Brian, 
Hounslow, Middlesex. 

Roe, Sydney, with Langley, Stuttard & Co, 31 Carr Road, 
Nelson, Lancs. 

Rogers, Cyril, 152 Lawton Moor Road, Wythenshawe, 
Manchester, 23. 

Roper, David "Harry, 19 Albert Road, Birkdale, Southport. 

Rose, Ephraim Paul, with Kemp, Chatteris & Co, St 
Swithin’s House, 37 Walbrook, London, EC4. 


Colwyn Crescent, 


B.8C., 12 Carrington Avenue, 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND “ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Rosselli, John Michael, Flat 17, Barrie House, Lancaster 
Gate, London, W2. 
Rowlands, David George, 36 Crofton Lane, Orpington, 


Rudd, T David, ‘Arcadia’, Breary Lane, Bramhope, nue 


Rudd, Frederick Cenydd, with *H. Barrett, Son & Taylor, 
147 High Street, Ilfracombe. 


Sainsbury, Simon David Davan, B.A., 25 Chesham Place, 
London, SW1. 

Scholey, Geoffrey Michael, то Laurel Bank Court, Leeds, 6. 

Scott, Anthony, в.сом., 15 Kingsley Road, St Helens, 
Lancashire. 

Sedgwick, Christopher’ Edward, 17 Thakeham Close, 
Goring-by-Sea, Worthing, Sussex. 

Sen, Satyabrata, B.SC., 31 Ottways Lane, Ashtead, Surrey. 

Sexton, Richard Herbert, Tye Cottage, Holly Lane, Great 
Horkesley, near Colchester, Essex. 

Sharpe, Cyril Vernon, 44 Fursecroft, George Street, 
London, №1. 


Shears, Kevin Reginald Park, M.A., 32 South View, 


Bromley, Kent. 

Shuttleworth, Alec, c/o A. P. Burton & Co, 14 Devonshire 
Street, Keighley, Yorkshire. 

ues Peter Stephen, 6 Woodlands Avenue, Redhill, 

urre 

Slee, Geoffrey Walter, with Smith, Weir & Turner, 16 
Oxford Street, Manchester, 1 

Smails, William Peter, 25 Bush Gross, Stanmore, Middlesex. 

Smith, Andrew Malcolm, 152 Belvedere Road, Bexley- 
heath, Kent. 

Smith, Brian, 31 Danescourt Road, West Derby, Liverpool, 


12. , 
ве Derek Charles, 49 Wensley Road, Chapel Allerton, 
8 7. 

Smith, Richard George with Hope, Agar & Co, Pinners’ 
Hall, Austin Friars, London, EC2. 

Snell, "Roger Harley, The Dairy House, оне: 
Ipswich, Suffolk. 

Spencer, Martin John, 20 Berkshire Gardens, Palmer's 
Green, London, N13. 

Stanley, Norman Frederick, 47 Somerville Road, Chadwell 
Heath, Romford, Essex. 

Storer, Jobn Campbell, B.COM., with Graham, Proom & 
Smith, 2 Saville Place, Newcastle upon Tyne, 1. 

Stoughton-Harris, Anthony Geoffrey, Rosegarth, Waldens 
Road, Horsell, Woking, Surrey. 

Sykes, Frederick Malcolm, в.сом., with Waterworth, Rudd 
& Hare, Central Buildings, Richmond Terrace, Blackburn. 


Taylor, Brian Colston, 159 Dunvant Road, Killay, Swansea. 

Thacker, Dennis, 48 Kimberley Road, Cambridge. 

Thomas, Keith Harry, B.coM., with Spicer & Pegler, 19 
Fenchurch Street, London, EC3. 

Thompson, Anthony Peter, B.A., with Cooper Bros. & 
Co, 10 James Street, Liverpool, 2. 

Thompson, Malcolm, with Hodgson, Harris & Co, Bank 
Chambers, Parliament Street, Hull. 

Thomson, Derek Robert, zo Sedgemere Road, Yardley, 
Birmingham, 26. 


' Thorniley, Owen Richard, 38 Pinner Court, Pinner Road, 


Pinner, Middlesex. 

Towers, Basil Clifford, c/o F. Roberts & Co, 15 Guildhall 
Road, Northampton. 

Tucker, Henry, with Kemp, Chatteris & Co, St Swithin’s 
House, 37 Valbrook, London, EC4. 
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Vaughan, Edgar Keith, 14 West End Court, Priory Road, 
London, NW6. 


Wakeling, William John, with *Hill, Vellacott & Co, Law 
Courts Chambers, 33-34 Chancery Lane, London, WC2. 


. Walker, John Albert, with Harrison, West, Ledsam & Co, 


33 Waterloo Street, Birmingham, a. 

Walton, Brian Stenson; with Harvey Longrigg & Crickett, 
Dickinson Chambers, 1 Central Street, Manchester, 2 

Warner, Colin Bertram, 113 Corringham Road, Stanford- 
le-Hope, Essex. - 

Wates, Edward Ronald, with *Talbot, Ellis, Jack & Co, 25 
Newman Street, Oxford Street, London, Wi. 

Watson-Smyth, Charles Michael, ‘The Quinta’, Alderley 
Edge, Cheshire. 

Webster, Edgar John, 98 Wemborough Road, Stanmore, 
Middlesex. 

Weigall, Geoffrey Ley, B.A., with *Tansley Witt & Co, 
22—24 Ely Place, London, 'ECr. 

Whinney, John Anthony Perrot, with *Whinney, Smith and 
Whinney, 45 Frederick's Place, Old Jewry, London, ECa. 

White, Michael Blakebrough, 17 Gtange Avenue, Ben 
Rhydding, Ilkley, Yorkshire. ' 

White, William John, 7 Leith View Road, Horsham, Sussex. 

Whittaker, Paul Edward, with Brewer & Knott, 34 Ely 
Place, Holborn Circus, London, ЕСт. у 

Wilkes, Antony Dawson, 25 Westbourne Villas, Hove, 3. 

Wilkins, David Garth, Green Haven, Green Lane, 
Chesham Bois, Bucks. 

Wilkinson, John "Bernard, 28 St Chads View, Leeds, 6. 

Williams, Lawrence Arthur, with Edward Denton & Son, 
30 Exchange Street East, Liverpool, 2. 

Williams, Thomas Michael, ‘Tree Tops’, Alltgoch Road, 
Flint, N. Wales. 

Willmott, Peter John, with John M. Winter & Sons, 39 
St James’s Street, London, SW1. 

Wilson, Bryan Arthur, 6 Maple Road, Bramhall, Cheshire. 

Wood, John Anthony, Weston House, 2 Strand Road, 
Carlisle. 

Wood, John Douglas, 12 Digdens Rise, Epsom, Surrey. 

Wood, Stuart, ‘Sandhurst’, Worksop Road, Mastin Moor, 
near Chesterfield. 

Woodworth, Philip Gordon, 19 St Werburghs Road, 
Chorlton-cum-Hardy, Manchester. 

Wright, Thomas Christopher, В.А., with Blackburns, 
Robson, Coates & Co, 59 New Cavendish Street, London, 
Wi. 

Wrigley, Noel Llewelyn Frederick, Tudor Court, Hawes 
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Zeidman, , Joseph Charles, 3 Woodland Crescent, Cyncoed, 
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Andrews, John Michael Geoffrey, M.A., c/o Harvard 
Business School, Soldiers Field, Boston, 63, Mass., U.S.A. 


Bayliss, Michael James, c/o Standard Bank of South Africa, 
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Cheah (Miss), Choo Hong, 47 Green Hall, Penang, Malaya. 


Golding, Henry Julian, with *Turquand, Youngs & Co, 
Monte Esquinza, 23, Madrid. 


Triantafyllides, Solon Antoniou, P.O. Box 110, Nicosia, 
Cyprus. • 
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НЕ object of Section 30 of the Finance: 


Act, 1956, is to correct. some faulty 

drafting. in the provisions relating to the 
granting of ‘group treatment’, for profits tax 
purposes, to groups of companies. The matter 
was brought to a head by the decision in Heelex 
Investments v. C.I.R. (34 A.T.C. 47: 35 Т.С. 532) 
discussed later in this article. 

'To understand the section it is necessary to be 
familiar with the legislation which it amends. 
'The profits tax definition of a subsidiary (which 
is narrower than tbe definition in the Companies 
Act, 1948), is contained in Section 42 of the 
Finance Act, 1938. Broadly speaking, the principal 
company must beneficially own, directly or in- 
directly, at least three-quarters of the ordinary 
share capital of the subsidiary. 

The object of ‘group treatment’ is to amalga- 
mate, for profits tax purposes, the profits of the 
subsidiary with those of the principal. In the 
words of the original Act (Finance Act, 1937, 
- Section 22 (2)): 

‘the profits or losses . . . from the trade or business 

carried on by the subsidiary shall be treated, for 

the purpose of profits (ах... as if they were profits 

or losses . . . from the trade or business carried on 

by the principal company'. 
As a corollary, Section 38 of the Finance Act, 
1947, provides for special treatment of franked 
investment income and distributions between 
companies in the same aggregation group. Group 
treatment is not applied automatically; it has to be 
‘claimed by the principal company -by written 
‘notice to the Inspector within six months after 
the end of the subsidiary’s first chargeable 
accounting period for which the notice is to 
operate, but the Inland Revenue has power to 
accept late notice (Finance Act, 1937, Section 
22 (1); Finance Act, 1938, Section 42 (4)). The 
principal company is not obliged to give notice 
for all its subsidiaries; it may pick and choose. 
However, both principal and subsidiary must be 
resident in the United Kingdom (Finance Att, 
1937, Section 22 (1)) It will be seen that “the 
draftsman was sufficiently far-sighted in 1937 to 
.contemplate, and frustrate, legal evasion by non- 
resident principals giving notice in respect of 
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59% 
resident subsidiaries. This ~ 
not seem to have been mentioned in tht 
case. What was apparently not Sante an 
the fact that after it had given valid notið 
principal company might emigrate. Of cou, ` 
at the time the legislation was passed it 
contemplated that profits tax would not last: 
more than five years. 

Another thing apparently uncontemplated by 
the draftsman was that the principal company 
might not be carrying on any 'trade or business', 
in the profits tax sense, in which case it could 
not in any event be liable to profits tax. 

These lacunae in the Finance Act, 1937, | 
which have really nothing to do with the Heelex 
case, are closed by subsection (1) of Section 30 
of the 1956 Act, which has effect as from April 
18th, 1956 (Section 30 (8)). In the first place, a 
grouping notice cannot be validly given now 
unless principal and subsidiary are each carrying 
on a trade or business, or were carrying on a 
trade or business at the beginning of the first 
chargeable accounting period for which the 
notice is to have effect. In the second place, a 
grouping notice validly given will cease to have 
effect if the principal or the subsidiary ceases 

(a) to be engaged in carrying on a trade or 

business; or 

(5) to be resident in the United Kingdom. 
Section 22 of the Finance Act, 1937, provided that 
aggregation shall apply as respects the first 
period for which it is validly claimed ‘and all 
subsequent chargeable accounting periods 
throughout which [the subsidiary] continues to 
be a subsidiary of the principal company’. These 
words do not, however, in terms, require the 
relationship of principal and subsidiary to exist 
throughout, or at any time within, the first 
period: it was sufficient, in relation to that period, 
that the relationship was in existence at the time 
the aggregation notice was given. 

Section 30 (2) of the Finance Act, 1956, having 
effect as from April 18th, 1956, now prohibits the 
grouping notice from specifying as the first period, 
any period which ended before the date on which 
the principal company became entitled to give 
the notice. eThis prohibition will of course 
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extend to cases where the relationship of principal 
and subsidiary has existed for some time but the 
prohibition in the first part of Section 30 (х) has 
applied. 

The Inland Revenue already had power, under 
Section 38 (4) of the Finance Act, 1947, to alter 
the chargeable accounting period both of a 
principal company and of its subsidiary. Section 
30 (2) of the 1956 Act makes it clear that where 
such alteration involves the splitting of an 
existing chargeable accounting period, if the first 
of the two resulting periods ended before the 
date when the relationship of principal and 
subsidiary first arose, the subsection is to apply as 
though the period so split constitutes two 
separate periods. 

Section 30 (3) is directed to closing the gap 
disclosed by the Heelex case. After 1946, profits 
tax ceased to apply to individuals and partnerships 
of individuafs (Finance Act, 1947, Section 31 
(1)) As a corollary, Section 31 (2) exempted a 
body corporate from profits tax for any charge- 
able accounting period, if the whole of its income 
during that period was apportioned to individuals 
by a surtax direction. . 

Where there is a surtax direction but the 
income is not apportioned exclusively to indi- 
viduals, Section 31 (3) of the 1947 Act gives to 


the company and the non-individual аррог- | 


tionees an option to elect (for profits tax purposes) 
to treat the company's business as carried on in 
partnership by all the persons to whom the 
income has been finally apportioned. The 
company is then exempt from profits tax but the 
persons (other than individuals) to whom the 
income is apportioned pay profits tax on their 
aliquot shares. 

It is evident that when this section was 
drafted, the repercussions on the law relating 
to aggregation groups were overlooked. This is 
all the more reniarkable in that a similar problem 


arose in relation to corporation. profits tax and 


resulted in a decision, adverse to the Revenue, 
in the House of Lords (C.I.R. о. Birmingham 
District Power and Traction Co Lid ([1928] Mt 
Law Times 1)). 

In the Heelex case, H. Ltd was at all 
material times the subsidiary of S. Ltd. In 
September 1948, S. Ltd gave a grouping notice 
in respect of H. Ltd's accounting period ended 
on January 318, . 1948, and subsequent periods. 
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'The notice. was given after the statutory six 
months but the time limit was waived. ` 

S. Ltd duly paid profits tax in sums to include 
tax on the profits of H. Ltd. 

S. Ltd was an investment company and the 
Special Commissioners were bound, under Sec- 
tion 14 of the Finance Act, 1939 (now Section 
262 of the Income Tax Act, 1952), to make 
surtax directions in respect of the years 1946-47, 
1947-48 and 1948-49, and they made such 
direction rather belatedly in September 1952. 
As a result of these directions, S. Ltd ceased to be 
liable for profits tax for the periods covered by 
those three years, and the Inland Revenue repaid 
the profits tax, although on somewhat doubtful 
authority. 

Having repaid S. Ltd, the Inland Revenue 
then raised profits tax assessments for the two 


years ended. January 3186, 1949, on H. Ltd, 


notwithstanding the fact that a valid grouping 
notice was in existence. ЈЕ argued that the 
provisions of Section 22 of the Finance Act, 
1937, could only operate on the inherent 
assumption that the principal company was itself 
liable to profits tax too. 

The High Court and the Court of Appeal 
rejected the Revenue argument and the assess- 
ments were discharged. 

Section 30 (3) of the 1956 Act now seeks to do 
what the Court refused to do. It enacts that where 
a grouping notice is in force but either principal 
or subsidiary is ‘within the exemption from 
profits tax conferred by subsection (2) ог (3) of 
Section 31 of the Finance Act, 1947', as respects 
any chargeable accounting period, neither the 
Finance Act, 1937, Section 22 (2) nor the Finance 


‘Act 1947, Section 38 (1) is to apply either to that 
chargeable accounting period or to the corres- 


ponding accounting period of the other company. 
The exempt company will remain exempt but 
the other company will continue to be chargeable. 
There is some ambiguity in the expression 
‘within the exemption .~. . conferred by’ Section 
31 (3) of the Finance Act, 1947. That subsection 
only applies at the option of the parties concerned. 
Presumably the new provision is only to operate 
where the option is in fact validly exercised. 
.Where the principal company of an aggregation 
group is exempt owing to a surtax direction and 
accordingly the subsidiary is itself assessed to 
profits tax, non-disttibution relief will usually be 
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granted to the subsidiary. For the next КЕТА 
accounting period the principal may lose its 
exemption and accordingly the subsidiary’s 
profits etc. will be aggregated with its own. 
Section 36 (4) makes it clear that in computing 
the maximum distribution charge on the principal 
company, the non-distribution relief allowed: to 
the subsidiary is to be taken into account. 

It will be observed that the provisions of 
Section 30 (3) do not by themselves entirely 
nullify the effect of'a grouping notice; they deal 
only with profits, distributions and franked 


investment income. A grouping notice can have: 


other repercussions, not dealt with in Section 
30 (3). It may have the effect of excluding from 
the profits of the recipient (or of its: holding 
company) interest, annuities, annual: payments, 
royalties or rent received ‘by one member of a 
group from another (Finance Act, 1938, Section 


42 (5); Finance Act, 1948, Section 69 (2)). This 


aspect is dealt with by Section 30 (5) of the 1956 


Act. Under this subsection a grouping notice is. 


to be ignored for the purposes of Section 69 of 
. the Finance Act, 1948, as far as the notice 
affects interest etc. received from a company 
which is ade the“ surtax бео. Semprini 
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for the chargeable period in question. The notice: 
is also. to be ignored- for those purposes -in 
relation to interest etc. received ђу а subsidiary. 
where (for the principal's corresponding period) 
the principal is within the exemption. - 

` Section 30.(6) of the 1956 Act gives the principal 
company the option of electing that the ехетр- 


: tion- shall not apply to an individual company 


covered by the notice. As usual, the option is to. 
be exercised by written notice within six months: 
of the first period for which it is to operate, and 
will be irrevocable. If the grouping notice ceases 
to be in force, and a grouping notice by a different 
principal company becomes operative over the 
company covered by the election, the election 
will continue to apply. 

· Subsections (3) to- (6) inclusive of Section 30 
have effect as respects àll chargeable accounting: 
periods in so far as those periods are affected 
either | 

(a) by a grouping notice. given after Apa 
^ Ру, 1956; or 

(6) by the operation of the Finance Act, 1947, 

‘Section 31 (2), (3) (surtax directions), as 
respects a chargeable period ended after 
Apri и, 2956 


ESTATE DUTY: MARGINAL. RELIE 


А by CYRIL А. "WILLIAMS, ALS. 


Estate wholly Non- agricultural 

The normal basis ` 
Т: an.estate is between £30, ooo and £35,000 

the rate of estate duty is 21 per cent, thus an 

estate of £33,000 bears duty amounting. to 
£6,930. 

"ТЕ the estate is ТЕН £35,000 and £40,000 

the rate is 24 per cent, thus an estate of £38,000 
would bear duty amounting to 9,120. 


The normal marginal adjustment | . 
Provision. was made in the Finance Act, 1914, 
Section 13 (1), 10 meet cases of hárdship where 


an estate reached just above one of the steps. 


Duty may be paid at the rate applicable to the 
next lower step provided that the whole of the 
. excess above the step is surrendered. Therefore 
· where an estate slightly exceeds a figure at whieh 
the rate of duty i is increased, marginal relief comes 
into operation. 

Fic. 1. Thus an estate of” £35,100 would not 


bear duty at 24 per cent. “The reduced duty ie 
calculated as follows: ` © 


' £35,000 at 21 per cent (the 1 rate for the a Ds 


nextlowerstep) ~ Ss 47, 350 
^ Add excess of estate aver 38 5,000 . : 100 
£7450 





It will be found that at this level the relief 
ceases to ђе of any value where the estate exceeds 
£36, 381 11574. 

The exact point at which the margin ceases 
to be of value varies at ach step. 


Estate wholly Agricultural 
The normal basis 


By Section 28 of the Finance Act, 1949, the rate 
of duty applicable to agricultural property is 
55 per cent of the normal rate. An estate between 
£30,000 and £35,000, consisting entirely of 
agricultural property bears duty, not at 21 per 
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cent, but at 55 per cent of 21 per cent, i.e. 11'55 
per cent. 

Similarly, an agricultural estate between 
£35,000 and £40,000 bears duty at 55 per cent 
of 24 per cent, i.e. 13-2 per cent. 


The agricultural marginal adjustment 
Where the estate is wholly agricultural the margin 
is narrower purely on account of the lower rate 
of duty involved. At this level it ceases to be of 
any benefit beyond £35,665 6s 6d. 

Fic. 2. An estate worth £35,100, wholly 
agricultural, bears £4,142 10s od duty made up 
as follows: 


£ s d 
£35,000 at 11:55 per cent 4,042 10 0 
Add excess over [35,000 I00 о о 


. £4,142 10 о 





Estate partly Agricultural 

The usual basis 
Where the estate is ‘partly agricultural,: no 
difficulty arises if the size of the combined estate 
is such that neither margin comes into орев 
Ехатріе 

Estate £39,000 of which £13,000 is agricultural 

property. 
The duty payable would be £7,956 made up as 
follows: 
£26,000 non-agricultural at 24 per cent £6,240 
£13,000 agricultural at 13:2 per cent 1,716 


£7,956 


E 





Estate between the two margins 
Where the estate is of such a size that the agri- 
cultural margin is exceeded but the general 
margin is not exceeded, the following calculation 
has to be made, viz 
Assume an estate of £36,000 of which £6,000 is 
agricultural property. The duty payable is 
£7,750 6s 8d made up as follows: 
30,000 ; 
36,000 
on £35,000 at 21 per сепі- [1,000 excess) 


X duty payable on normal basis (i.e. 





s d 
= SEX £8, 350 6,958 6 8 
е £6,000 at pda rate of e 


13'2 per cent 792 о o 


£7750 6 8 


Estate within both Margins 
If the estate is of such à size that the total estate 
is within the agricultural margin (end therefore 
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must be.inside the general margin as well) the 
duty payable is calculated as follows: 

Assume an estate of £35,100 of which £3,510 is 

. agricultural. The duty payable on the agricultural 

m is: 


i t 
35, DS x £4,142 Ios (seefig.2above) — £414 5 
Duty on the non- -agricultural 
part is calculated as follows: 
im 52° x £7,450 (see fig. above) £6,705 о 
ДЕ · Жрл19 5 





Business Assets . 

Where an estate includes business assets, certain 
of them may be subject to duty at a reduced 
rate iri accordance with Section 28 of the Finance 
Act, 1954. By a helpful coincidence the rate of 
duty applicable to such büsiness assets is the 
sáme as that used for agricultural property, i.e. 
55 per cent of the usual rate. 

Consequently the margin for any such ае 
assets falls in exactly the same place as that 
shown on the agricultural scale. 


Estate Duty: Limits of Marginal Relief 


The ‘business’ 
- The ‘general or ‘agricultural’ 
Where the margin ceases margin ceases 
estate slightly to operate at: to operate at: 
exceeds: ` 
+ £ sa £ sd 
3,000 3,030 6 I 3,016 11 10 
4,000 4,040 16 .4 4,022 4 II 
5,000 5,051 II о 5,027 19 3 
7,500 7578 2 6 7542 3 7 
10,000 10,212 I5 4 10,113 15 I 
12,500 12,771 14 10 12,643 16 7 
15,000 15,333 6 8 15,174 12 1 
17,500 17,897.14 7 17706 2 1 
20,000 20,705 17 8 20,359 13 6 
25,000 25,914 12 9 25,457 16 6 
30,000 31,139 4 IO 30,559 I2 IO 
35,000 36381 11 7 35665 6 6 
40,000 42,222 4 6 41,040 3 IO 
45,000 46,956 10 6 45,895 2 5 
50,000 53,076 18 6 51,362 4 7 
60,000 65,000 o о 62,115 7 9 
75,000 . 81818 3 8 77,740 17 4 
100,000 110,000 0 о 103,793 2 1 
150,000 166,666 13 4 155,913 19 7 
e 200,000 225,000 о о 208,208 19. 2 
300,000 342,857. 2 11 312,840 9 4 
500,000 583,333 6 8 522,357 14 6 
750,000 дооюоо о о 785,106 7 8 
1,000,000 1,250,000 O о 1,049,107 2 II 
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ADVISING THE FARMER 


Role of the Accountant and the National Agricultural Advisory Service | 


by ARTHUR. JONES, 


M.A., B.Sc., B.Litt., 


Chief Farm Management Adviser, Ministry of Agriculture, 
and S. V. P. CORNWELL, M.C., M.A., F.C.A. 


The authors of this article feel there is a need for putting before thé accountancy 
profession the steps taken by the Ministry of Agriculture to provide facilities for 


advice on the economic and financial aspects of the farm business as distinct from 


that given and readily accepted on its technical problems; they also realize that 

‘farm management work’ is based on some form of records, mainly those of a 

financial character, which lend themselves to analysis leading on to manage- 

ment decisions. It is therefore with these considerations in mind that this joint 

article was written to cover, as far as possible, the flelds of both the adviser and 
the accountant. . | 


Т is only when the farmer, on the one hand, 

. realizes the value of accounts and the account- 

ant, on the other, appreciates the need for 
presenting them in a form in which they can be 
used for management purposes, that Не adviser 
is in a position to diagnose the case and, if 
necessary, recommend corrective action. 


me TX Measuring Efficiency 

Generally speaking, the farm management ap- 
proach used and continually developed in the 
National Agricultural Advisory Service provides 
methods and techniques that are adequate for 
most of the reorganization and planning pro- 
-blems farmers аге concerned with today. In 
farming- it is difficult – indeed dangerous – to 
look at the problem of production in isolation, 
that is; the absolute efficiency of one department 
without: reference to its contribution to the 
economy of the farm as a whole. This, for example, 
is particularly true in the case of labour and 
machinery use and requirements. ‘The approach, 
therefore; to increased efficiency and greater 
productivity is how to fit together the many and 
differing enterprises into an effective overall 
economic unit. 

Та determining what enterprise or combination 
of enterprises is likely to give the farmer the most 
profitable return, consideration must be given to 
availability of capital, labour, and many other 
factors, not the least important being the man- 
agerial skill of the operator himself. 'l'here is no 
single or simple yardstick that will enable the 
farmer to assess the efficiency with which he is 
using his resources-and a number of efficiency 
‘indicators or standards are used in budgeting 
for the most suitable and profitable farm plan. 

А complete analysis arid assessment of financial 


and physical data is made in order to arrive at 
conclusions of general efficiency in relation to 
farm income output, cropping ара livestock 
intensity - and on the input side the general 
efficiency of labour and machines in terms of net 
output per {roo labour and power. Further 
analyses can reveal a number of other efficiency 
indicators within farm enterprises such as live- 
stock output per £100 feeding stuffs; milk sales 
per cow and per acre; gross fertilizer cost per 100 
acres; yields of eggs per bird; pigs weaned and 
80 forth. In other words, methods and techniques 
of measuring efficiency are part and parcel of 
farm management advisory work. 

The following table, based on actual farm 
records, indicates the kind of ае 


Some EFFICIENCY FACTORS: 





E Pii Farm B |Standard* 


Size of farm 


Gross output per acre . . £58 
Milk sales per acre a £39 
Production of pigs and ў : 

poultry per acre - .. £10 
Number of cows in herd = 
Milk sales per cow ` .. £116 
Feed purchases per acre | £20 
Acres per livestock unit. т'9 
"Feed' acres per livestock 7 

unit . o 
Labour cost per ‘acret . va | 
Gross output per £100 А 

labour cost è, £400 
"Total costs per acre- 
Мет FARM INCOME per 

acre .. anos dies £18 
Value of labour of farmer 

and wife per acre £10 
MANAGEMENT +£8 


* Average results of 26 small dairy farms. 
t Including value of labour of farmer and wife. 
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material a farmer receives from the advisory 
officer if the necessary basic financial data have 
been furnished. 

There are other efficiency or performance 
| standards that could be added, but the above 
limited number clearly shows where lie the 
weaknesses in Farmer B.’s organization, parti- 
cularly when his results are compared with 
Farmer A. and the average of twenty-six other 
small farms. 

On the assumption that some financial records, 
even in simple form, are available (more will be 
said of this aspect later), the district advisory 
officer is today trained to offer advice on the 
fnancial as well as. the technical aspects of 
farming. Four major steps were taken by the 
Ministry to make it possible for the district 
advisory officer and other husbandry officers of 
the National Agricultural Advisory Service to 
become effective farm management advisers. 


The Need for Training 


The first step was to appoint an agricultural 
economist on the staff of each provincial agri- 
cultural economist to act as a. liaison officer 
between the Provincial Economics Service and 
the National Agricultural Advisory Service. 
Secondly, to make him responsible, for arranging 


and conducting, in collaboration with his col-, 


leagues, a series of ‘in service’ training courses 
in. farm management. ; 

These courses have been held throughout 
England and Wales and all district advisory 
officers have now been through one or more such 
courses. The training they have received in the 
principles of farm management and in the use 
of techniques associated with this form of 
advisory work has in a relatively short time 
enabled them to offer advice on questions which 
are becoming more and more economic in 
character. 


~ The scope and content of these courses do: 


not necessarily follow the same pattern in every 
county but they are all designed to give the 
technical man a sufficient foundation and appreci- 
ation of farm economics to enable him to deal 
adequately with the financial as well as the 
husbandry aspects of farming. He js, for example, 
taught how to handle farm financial accounts; 
how to arrive at production standards; how to 
calculate efficiency indices, and above all, how 
they should be interpreted. Further, in the last 
year or so increasing attention has been given to 
budgeting, particularly partial budgeting, when 
the farmer contemplates small adjustments or 
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the introduction of a new enterprise to his exist- 
ing farm system. 


Providing Economic and Financial Data 
The third and in some ways the most important 
development was to provide the district advisory 
officers with economic, financial and physical 


data in the form of a ‘handbook’ which can be 


used and readily referred to in their day-to-day 
work. This handbook! contains a range of statis- 
tical, financial and cost data which are indis- 
pensable to the adviser on management. It also 
gives considerable guidance on analytical tech- 
niques and standards of technical and economic 


‘performances to be looked for from the use of a 


given amount of resources available to the farmer. 

The intelligent use of these ‘yardsticks’ 
together with the adviser's own knowledge of the 
farm, the farmer and the district provide the 
means to draw а fairly complete picture of the 


' structure and organization of a farm business. 


From an advisory point of view, one could 
legitimately question the adequacy of a ‘national’ 
handbook for this purpose because the efficiency. 
standards and cost data given are too general and 
not really applicable under more localized 
conditions. To overcome possible criticism on 
this score every Agricultural Economics Depart- 
ment issues, periodically, supplements containing 
economic and financial material which have 
considerably more local significance and applic- 
ability. . ` EMEN ' 

2 „А Systematic Approach 

Farm management, certainly in its advisory 
context, has a great deal in common with the 
now very fashionable study known as operational 
research. 'The main problem with which both are 
concerned is how to measure and evaluate a 
given course of action in situations that may be, 
and often are, constantly changing and the re- 
sults would of course be the basis for any recom- 
mendations made as to possible improvements. 

It was precisely the need for a scientific 
approach to measurement and assessment that 
determined the fourth and final step taken, 
namely, to provide the adviser with a 'drill and 
work sheet' for use in the field and in the office. 
The work sheet or analysis sheet may vary from 
province to province but-the principle of making 
and prescription a step-by-step, 
systematic method of analysis is common to all. 
The drill to be followed, and the work sheet 
used, together with the data in the handbook 
provide the adviser with the tools he needs to 


1 The Farm as a Business, H.M.S.O., 4s 6d net. 
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make a systematic and logical assessment of the 
technical and economic situation of the farm 
under review. 

The adviser's observations are not now based 
only on personal observations and experience 
but they are reinforced by the use of efficiency 
indicators and well-established analytical methods 
of measurement and evaluation. 


Points of Procedure 


Briefly, the drill followed is to collect all relevant 
physical data relating to crops and livestock 
and enter them on the work sheet. Various steps 
are then followed before examining the farm 
financial accounts for the year to which the 
physical data refer. Calculations are then made 
of the actual gross production as compared with 
the expected gross production at standard yields, 
to give an overall measure of the level of efficiency 
in both crops and livestock production. Further 


calculations are made to test the performance of.’ 


the system as à whole and the individual enter- 
prises contained in it with, of course, detailed 
attention to labour efficiency, use of capital, 
relationship of output to costs, livestock pro- 
ductivity, cropping efficiency and so forth. 
Having diagnosed tlie case the adviser is now 
in a position to offér suggestions and in со- 
operation with the farmer to prepare a new plan 
which. must be. put through the same drill as 
previously used and tested against somé or all 
of the efficiency standards already mentioned. 
We have endeavoured up to this point to give 
an outline of the main lines of development that 
have been followed in recent years inasmuch as 
farm management advisory work is concerned. 
Attention has been focused on the training 
required; the essential liaison between the 
economist and the technician; the need for a 
constant flow of economic and financial data to 
extend and bring up to date standards of per- 
formance and efficiency measurements. Above all, 
a methodical and systematic approach by the 
adviser to the management problems he has, 
with the aid of the farmer to solve, is essential. 


The Part of the Accountant 


What is the significance of all this to the account- 
ant? Perhaps the first point to be made is that a 
` large. number of the practising accountants 
(usually the smaller firms), estate agents, 
auctioneers and‘ bankers who, in the main, ‘ase 
concerned with farm accounts, may now be 
interested in the development and increasing 
importance of farm managerhent advisory work 


THE ACCOUNTANT 


September 29th, 1956 


within the National Agricultural Advisory Service. 
The average farmer is not by and large interested 
in accounts. To him they are part and parcel 
of the unpleasant and the inevitable job of 
paying tax on hard-earned income and he there- 
fore regards them as a ‘necessary evil’. 
Post-war efforts to raise the standard of agri- 
cultural accounting have nearly all proceeded 
on the assumption that the farmer can, by reading 
a text-book, be turned overnight into an account- 
ant. This, particularly from an .accountant’s 
point of view, is the wrong approach. It should 
be accepted that just as it is the farmer’s job to 
manage his farm, so it is the accountant’s job 


` to prepare accounts and in a way which will aid 


the farmer in his management. 

'Too many accountants have treated farm ac- 
counts as they do most other cases of incomplete 
records —they have regarded them purely as a 
measuring rod for taxation. liabilities and have 
not even considered them as a pogsible tool of 
management. The interest of accountants in 
farming developed very much later than in the 
case of other industries; mainly during the war 
when conditions were by no means ideal either 
for the farmer or the accountant, and was also 
stimulated by the changed methods of income 
tax assessment. 

Many of the above points are no longer valid 
and with the emphasis now placed on economic 
farming, as opposed to production at any cost, 
it is more than ever essential for the farmer to 
have available financial aids to management 
which are so often used by his opposite numbers 
in other industries. 


How the Accountant can Help 
What, therefore, can accountants do to help? In 
the first place, it is essential for the profession 
to realize that in this matter of assisting manage- 
ment, the practising accountant could play a 
greater part in agriculture than in any other 
industry. The majority of farms are relatively 


` small-scale businesses and unlike his industrial 


counterpart the average farmer cannot afford to 
retain a full-time accountant. Whilst the industrial 
accountants grow in number every year, the. 
agricultural accountant is hardly known. On the 
other hand, the only people who can provide 
the „basis for an effective management service 
are practising accountants, particularly those 
with agricultural connections. 

Secondly, it is essential for accountants to 
realize that farm accounts can be prepared for 
use as an aid to management as well as a yardstick 
for taxation liabilities without incurring any 
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additional trouble or expenses. This somewhat 
startling claim will, it is hoped, be substantiated 
in succeeding paragraphs. If the accountancy 
profession is prepared to accept а certain measure 
of responsibility towards its farmer clients as 
unquestionably it will, the burden shouldered 
is much less onerous than is commonly supposed. 


Obligations of the Accountant 
The accountant’s obligations spring initially 
from the point that improvement in farm account- 
ing and recording will come by making it easier 


for the farmer to make use of the management . 
yardsticks provided through the National Agri- - 


cultural Advisory Service. To enable the farmer 
to compare his results with the standards of 
performance appropriate to his locality and in 
order that his financial accounts serve the pur- 
poses mentioned earlier they should be drawn 
up in such a way that will enable the National 


Agricultural «Advisory Service to advise the ~ 


farmer on these two points: 

(a) any weaknesses in his past policy as disclosed 

by the accounts; 

(6) the profitability or otherwise of any proposed 

changes in his programme. 

Briefly, the obligations relate mainly to two 
accounting procedures: (a) income and expendi- 
ture analysis; (5) the form of presentation of the 
profit and loss account respectively. These are 
separately reviewed below. 


Standard Fortin of Income and Expenditure 
Analysis 


In connection with income and expenditure 


analysis the accountant would have to undertake: 
(1) To analyse: 
(a) livestock receipts by categories of livestock, 
e.g. cattle, and pigs. Milk and egg receipts 
to be separated from actual stock receipts.. 
(b) crop receipts by types of crop. 
(2) То oj 
an estimate from the farmer of produce of the farm 
consumed: on the farm (this is not in all cases essential 
but facilitates analysis and budgeting): 
(3) То accept the necessity of standard heads for 
analysis of expenditure. This standard analysis 
requires to cover only the following items: 


Variable expenditure Fixed expenditure 
Livestock purchases Бу Labour. 
types of animal. . Rent. or net annual 
Feedstuffs (if possible by value. . 
types of stock con- Contract or equipment 
suming). | ` hire. 
Seeds, etc. Machinery, including 
Fertilizers. depreciation and fuel. 
m Miscellaneous. ` 
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This standard analysis can, of course, be amplified 
to meet any of the following requirements: 

(1) a request for additional analysis by the farmer ог 
by the National Agricultural Advisory Service. 

(ii) Additional analysis deemed desirable by the . 
accountant where experience has shown that 
certain items of. the farm’s miscellaneous 
expenditure appear to be higher than they ought 
to be 


(It is important, however, that where any further 


‘analysis is undertaken, it should be treated as sub- 


analysis under the above heads and that the appropri- 
ate total under the heads of expenditure listed above 
be extended.) 

(4) To adopt the basis used in the National Agri- 
cultural Advisory Service handbooks for allocation 
of various individual items to the above heads of 
expenditure. Most of these bases are self-evident 
and limitations of space prevent the matter being 
pursued in this article. It is, however, elaborated in 
various publications and particularly in Interpretation 
of Farm Accounts 1 

(5) To maintain a list of farm equipment – very 
much on the lines of the plant register in industry – 
and to adhere to the straight-line basis of depreciation 
calculated on historical cost. 

'The point is that once these standard heads 
of analysis are adopted, the annual accounts will 


‘enable the farmer or the National Agricultural 


Advisory Service to compare the results with the 
standards for the locality, without a substantial 
amount of redrafting and re-analysis of the 
information, vouchers, quantitative records, etc. 

The last requirement to be accepted by the 
accountant is to adopt a standard presentation 
of the farm profit and loss account. The form 


.reproduced on the next page is suggested as a 


basis for discussion. 

Some comments are perhaps appropriate on 
the income and expenditure analysis and the 
form of presentation of the profit and loss account 
illustrated. 

: Firstly, the analysis required is no more than 


.is obligatory anyway on a conscientious account- 


ant who is preparing taxation accounts, e.g. to 
ensure that private items do not go through the 
farm accounts. It is, in fact, less than is normally 
undertaken on farm accounts. It may be felt that 
the items included under ‘miscellaneous’: in the 
above list will be misleadingly large. In fact, 


however, records covering a wide range of 


representative farms show that the item ‘miscel- 
laneous' in the context set out above amounts to 
only 10-15 per cent, approximately, of the total 
exbenditure on farms. 

Secondly, the minimum heads of expenditure 


? Farmers Bulletin No. 18 School of Agriculture, Cambridge 
University. 5 
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Variable expendijure: Livestock: 

Feedstu Cattle 

Seeds Pigs .. 

Fertilizers* Poultry, ete. 

‘ Egge, etc. .. 
Balance: Crops (by types) 

Farm net саве (рег 

асге ) 


*Fixed' expenditure: 
Labour (excluding farmer 


and wife) um 
Rent or net annual value 
Contract or equipment 


Machinery, including re- 
pairs and depreciation 

Miscellaneous 

Net income 
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(a) (3) (4) (5) 
: Plus or 
Income Less: Minus 
(including Livestock Increase or Adjusted 
Subsidies Purchases Decrease in Income 
etc.) Valuations 





Farm gross output (per acre £ ) 


Nores. — Columns 2, 3 and 4 can, of course, be incorporated in working papers, and are here set out as above purely for 
illustration of the adjustments necessary to relate income to the basis of calculation adopted in the handbooks. 
* Fertilizers are frequently included under ‘fixed’ expenditure, so that Net Output = Gross Output lesa purchases of seeds 


and feeding stuffs. 


wil vary somewhat as between different geo- 


If the above system is followed all the farmer 


graphical or farming regions. The list given isa would have to do is to: 


representative one but will not cover every case. 
Further, the division between variable and fixed 
expenditure may be considered arbitrary, e.g. 
in connection with a contract or equipment hire. 
The principle is not affected, but farm manage- 
ment advice must have regard initially to the 
level of fixed costs to which the individual farmer 
is committed and the above division has strong 
support from workers in the field of farm manage- 
ment and agricultural economics. 


i Obligations of the Farmer 
If the accountant assumes these obligations, 
what, it can be reasonably asked, is expected of 
the farmer? 

The first point is that accounting demands on 
the farmer must be, and have been in these 
proposals, kept to an absolute minimum. The 
emphasis, instead of being directed to making 
the farmer keep detailed account books, should 
be to press the farmer to adhere rigidly to two 
or three simple rules in connection with’ his 
payments and receipts leaving the major part 
of analysis and presentation to the accountant. 


1 See The Farm as a Business, pp. aa et seq. 


(i) Pay all items of expenditure by cheque with | 
the exception of petty cash; 

(ii) bank all takings and keep a record in the 
paying-in book, if necessary, of the source 
and nature of such takings; 

(iii) come to some arrangement in conjunction 
with his accountant for an appropriate valu- 
ation to be made of stock-in-hand, cultivations, 
etc., at the end of the accounting year. 

These are, of course, the minimum require- 
ments. If an analysed cash-book is kept and 
vouchers retained in good order, so much the 
better, but these are not essentials. It has been 
stated earlier that the preparation of accounts is 
an accountant’s problem and with that in mind 
there is everything to be gained by reducing the 
demands made on the farmer himself to the 
minimum. 


E е Conclusion 


The general points in the authors’ minds are 
these: the object of the management accounts 
described is to ensure that, as part of the regular 
preparation of annual accounts for a farm, certain 
routine controls and comparisons with standards 
wil be thrown up automatically. Where these 
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routine controls show up definite weaknesses, a 
prima facie case would be established for the 
farmer to call in the National Agricultural 
Advisory Service, who would then to some extent 
be acting in the role of ‘industrial consultant’, 
і.е. they would have been called'in where the 
ordinary accounting organization of the produc- 
tive unit had shown weaknesses to exist. 

We have stated at the beginning of this article 
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the part played by the National Agricultural 
Advisory Service in developing a systematic 
approach to management problems which are 
likely to become more than less pressing in the 
future. It is, however, to the practising account- 
ant that the farmer and the National Agricultural 
Advisory Service: must look if agriculture is to 
receive the kind of management service its present- 
day economic status and importance demands. 


INVESTMENT IN STOCKS AND SHARES—II 


by G. L. C. TOUCHE, B.A., F.C.A. 


BUYING AND SELLING 


E havé hitherto considered the general 

\ X factors which determine the planning of the 
portfolio and the choice of investments. We 

have now to descend from strategy to tactics and 


consider a number of practical matters which in- 
fluence buying and selling. 


Costs 


It costs money to change an investment; it may cost 
as much as two, three or four years' income. Con- 
sider the following example. In order to bring in 
the jobber's turn it is assumed that 100 shares are 
sold and repurchased three months later, the dealing 
prices at both dates being 202 to 215. 


£s d £ sda 
Sale of тоо shares at aos 100 0 o 
Commission 3d per | 
share sve I 5 o 
Contract stamp 23 ne I 
98 14 o 
Purchase of roo shares at 215 105 o о 
Add Commission 3}d per 
share at ne és XY II 3 
Transfer stamp and fee ^2 12 6 
Contract stamp V 2 о 
109 5 9 
Loss on the operation . £10 11 9 





The costs in the above example are equal to оў 
per cent of the value of the investment. In very 
active stocks the dealing prices are closer, but the 
example is quite typical of the average quoted share. 
This emphasizes the fact that an investor should take 
care to be right the first time, and that if a success is 


to be made of a policy of frequent changes, the 


individual profits have to be large, 

| Timing a2 

: Next to selecting. good quality investments, which i is 
comparatively easy, the most important ingredient of 
success is correct timing, which is extremely difficult. 


'The concluding part of an address delivered at the tenth 
summer course of The Institute of Chartered Accountants 
in England and Wales, at Christ. Church, "Oxford, on. Sep- 
tember roth, 1956. ·- ` 


A glance at the chart of any index of ordinary share 
prices shows a distinct pattern of well-established 
bull markets which last several years, and bear 
markets which last less long than the bull markets 
but in which the fall is more rapid than the preceding 
rise. Two conclusions are immediately apparent: 
first, the very best investments bought or sold at 
the wrong time can bring heavy losses; secondly, any 
reasonable investments bought consistently at the 
bottom of the cycle and sold at the top gah bring 
large profits. — , 

The difficulty lies in determining sin point of 
the cycle has been reached at any particular moment. 

А bull market does not last very long before the 
е fellows’ start saying prices are too high. 
If sales are then made and the bull market continues, 
a great amount of possible profit may be lost. Any 
change in confidence involves a.reassessment of the 
yield basis on which stocks are valued, and as there is 
never at first any apparent ground for the change in 
confidence the new prices appear to be wrong. 

These difficulties have led to the intensive study 
of the movements of prices by means of charts, 
and the development of systems of investment based 
on the application of formulae. These we must now 
consider. 

Charts and Systems 


À chart is the best possible method of seeing what 
has happened to the price of a share. Not only does it 
show in clear graphic form the changes in the price, 
but it also shows the rapidity of the movement. 
Аз the price reflects all the forces operating in the 
market, the chart includes the effect of all these 
forces. In conjunction with a chart showing the 
volume of shares -dealt in, it can show whether the: 


. market is strengthening or weakening. A. price 


movement that is supported by declining volume is 
obviously less likely to continue than one supported 
by rising volume. Unfortunately the London Stock 
Exchange does not publish accurate figures of 
volufne. Тће New York Stock Exchange does. 

. What the investor wants to know is the future 
course of the price, and many chart. enthusiasts 
claim that charts car give guidance on this. An 


. elaborate system of this nature has been worked out. 
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in America under the name of Dow Theory. I do 
not profess to understand the intricacies of this 
system, but the following example- will show the 
type of inference drawn from chart movements. 
А primary trend once established tends to continue 
for a considerable period. Further, price movements 
are not usually continuous but proceed in a zig-zag 
. pattern, each peak and trough being higher in a bull 
: market, and lower in a bear market, than the one 
before. As a result of these two. factors, the end of a 
bull market will be signalled by a peak failing to 
surpass the preceding peak and a trough falling 
below the one before. The practicable difficulty is, 
of course, to decide whether such events indicate a 
change in the primary trend or merely a secondary 
reaction of short duration. 

As we have already seen, most money is to be made. 
by buying equities at the beginning of a bull market 
and selling them at the end. Such a policy always 
runs counter to one's natural instinct, and various 
mathematical formulae have.been devised with the 
object of eliminating personal judgment. One of these 
consists in setting a fixed ratio of value between 
money stocks and equities. If the equities rise in 
value, the ratio has to be restored by switching into 
money stocks. If the equities fall in yalue, the reverse 
is indtzmed. ; 

I regret to. say I have not found systems of this 
kind of any great help in investment policy, and I do 
not believe they are much used by those investors 
who are the most experienced or the most successful. 
My experience, so far as it goes, is that it is foolish 
to try to swim against the stream. Those who sell 
when the bull market is in full strength, because they 
think prices are too high, often miss a great part of 
the profits they might have made. Similarly, those 
who buy on a falling market because shares look 
cheap in relation to ideas formed six months earlier, 
may be surprised to learn how much further they 
can. fall If this view is accepted, it.follows that 
purchases or sales should be timed to occur, not 
just before, but just after the change in primary trend. 

Nevertheless, there,are certain limits, based on 
long-term experience, the crossing of which serves 
to alert the investor that the market is in abnormal 
ground. For some time now the long-term borrowing 


rate of the British Government has fluctuated between . 


a low point of 2$ per cent and high point of 5 per cent. 
Similarly the yield on good-class industrial equities 
has moved between about 34 per cent and 7 per cent. 

` As the general level approaches these limits, a signal 
is given of abnormality. ў 


SOURCES OF INFORMATION 
Before making an investment in a particular company 
it is desirable to know.as much as possible about it. 
A judgment is no better than the premises on which 
it is based. This is contrary to popular belief, which, 
holds that a decision is wise if it turns out to be right. 
Thus those.who have the luck to be right get the 
reputation of being wise, however superficial their 
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reasoning may have been. It will, of course, be 
clear to this audience that the value of a judgment 
depends on the degree to which the relevant data 
are available, and the rationality of the conclusion 
drawn from these data. I put in this bit to encourage 
those who, like myself, are constantly making mis- 
takes. | 

It may, therefore, be as well to review the sources 
of information which the investor will find most 
useful. | . 


Published Statements of Companies ` 


The principal of these is the annual report, containing 
the accounts, the report of the directors, and usually 
a statement by the chairman. The practice of sending 
the chairman's statement with the report enables 
a full review of the investment to be made at once 
instead of in two instalments. This is a great help 
to the investor, and the practice is now 80 common 
that the absence of a chairman's statement tends to 
produce irritation. Much can be learnt from a 
careful study of the report and accounts but the 


* investor will be looking not so much af the record of 


the past as for indications of the future. He should 
look as hard between the lines as at them. 

Twelve months is a long time to go between 
reports. Тће principal American companies publish 
quarterly statements of earnings and sometimes gross 
figures of business done. This is a great help and it is 
gratifying to see the practice spreading here. South 
African gold mines report profits monthly. 7 

In addition to annual reports, companies publish. 
dividend declarations, announcements of contracts 
obtained or businesses acquired, traffic receipts, 
tonnage mined, and numerous other matters. 


Economic Statistics 
Publications indicating the state of the general 
economy or of particular trades should also be 
studied by the investor. These include financial 
statistics; statistics of production, "consumption, 
imports, exports, and stocks; commodity prices, 
and numerous others. Some of these are published 
by Government departments, others by trade 
associations, specialized markets and other private 
Sources. 
Newspapers 

Nearly all the published information of value to 
investors will be found in the financial newspapers. 
Of these there is generally in each centre a daily 
paper such as The Financial Times or the Wall Street 
Journal, and several weekly or fortnightly reviews 
devoted to inyestment matters. The Stock Exchange 
Official Year Book also gives much information. 

There are also special investment services such as 
Moody's and the Exchange Telegraph in England, 
which provide up-to-date sheets or cards summariz- 
ing all the published information relating to each 
company quóted on the Stock Exchange. In America 
such services are still more numerous. А service 
like this is essential for the institutional investor. 
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Unpublished Information 


Those who move about in the business world are 
constantly gathering scraps of information, which, as 
pieced together, add usefully to their background 
knowledge. Тћеу also make contacts which enable 
them to check information received from other 
Sources. 

It is a popular belief that great benefit is derived 
from the receipt of ‘inside information’. Perhaps I 
have been unlucky, but I have not found it so. In 


the first place, from the confidential way in which 


such information is communicated, it is generally 
impossible to verify it, and it not uncommonly 
turns.out to be wrong, or at least so garbled as to be 
useless. I have noticed in particular that most 
directors are very poor judges of the value of the 
shares of their own comipenice: After all, it is not 
their job. 

Further, it is a great mistake to allow long-term 
investment decisions to be influenced by the feeling 
that one has special knowledge about some temporary 
event which may have no material long-term 
significance. No doubt some short-term operators 
make money out of knowing certain things before 
other people, but this type of knowledge cannot be 
considered a major factor in the.kind of investment 
policy with which we are concerned in this paper. . 

Information of this kind is occasionally *planted', 
and it is as well to bear in mind the old adage: 
‘where there's a tip, there's a tap’. 


Stockbrokers 


It is the aim of the better stockbroking firms to give 
an investor all the service he needs, and, as this is 
given without extra charge, the investor is foolish 
not to take advantage of it. 

"The larger offices maintain statistical departments 
which collate all the published information affecting 
particular companies and put it together in the light 
of other information which is often available in the 

market but is not published. Such studies are 
extremely valuable. 

British company law does not look kindly on 
directors who give information about their company's 
affairs other than to the general body of shareholders. 
In America the practice is different, and it is common 
for stockbrokers to spend two or three days with 
a representative of the management discussing the 
company's affairs. The reports issued as a result of 
these discussions give a much clearer picture than 
it is usually possible to obtain in the case of a British 
company. | | 

Advice • 
As the investor has to deal through a stockbroker 


it will be appreciated. from what has been said ^ 


above that it is advisable to make full use of his 
kriowledge. Indeed, failure to do во may cause one 
to remain in ignorance of some important develop- 
ment of which one ought to have known. 

. Some professional men take the view that if 
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expert advice is sought, it should be followed. This 
is to confuse advice with instructions, and arises 
from the fear of refusing advice which one knows 
to be better informed than one’s own opinion. Such 
an. attitude is an abdication from the responsibility 
of making one’s own decision, and, as such, is not 
praiseworthy. 

Furthermore, it overlooks the fact that there can 
be no expertise in the matter of prophecy, and to 
behave as if there was. places an intolerable burden 
on the investment adviser. The stockbroker is an 
expert as to known facts affecting a particular 
investment, but neither he nor anyone else can 
predict the future course of the stock-market. 


INVESTOR PSYCHOLOGY 


Investment, like everything else, produces its own 
crop of psychological foibles. The most common of 
these is the obsession with book values, The figure at 
which an investment stands in the. books has no 
bearing whatsoever on whether it is over- or under- 
valued at the current market price. 

" A more refined form of the illusion is the process 
known as ‘averaging’. You bought 1,000 shares of 
X. Ltd at 205. ‘They: fall (0 xos. The suggestion is 
then made to ‘average’, ie. buy another 1,000 at 
105, which ‘will bring the price of the whole holding 
down to 15s’. No doubt it looks better on the books 
that way, but nothing can alter the fact that 205 
was paid for the original 1,000. The only relevant 
factor in considering whether to. buy another r, ооо 
is whether the money ‘would be better invested in 


"X. Ltd or somewhere else. 


©- Reluctance to admit mistakes, of which the above 
is an example, has to be fought against continuously. 


„It is much better to run your profits and cut your 
‘losses, than: to be constantly taking profits and be 


left with a portfolio consisting almost entirely of 
mistakes. 

The qualities required of an investor are knowledge 
and a capacity for rational judgment. The qualities 
of drive, enthusiasm, dynamic leadership, and other 
attributes of the popular hero of the day can well be 
dispensed with. This does not mean that investment 
is a dull, cold-blooded business. Quite the contrary; 
the life ofa professional investor is full of excitement. 
But it does mean that errors of judgment cannot 
afterwards be retrieved by efforts of will. 

No limit can be set to the arhount of knowledge 

that may be useful to the investor. А limit is, however, 
set by the time available, and by the size of the 
organization the fund can afford. It is very interesting 
to observe how the course of an industry in one 
country sheds light on the probable development of 
the same industry in another. 
The ability to form rational judgments represents 
an advanced state of development but cannot be 
described as rare. The double task of forming rational 
judgments and acting on them is more difficult. Indeed, 
the investor's procedure may often be described by 
the words: Video meliora, deteriora sequor. 
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It is in the judgment of the value of equities that 
the emotional element enters most strongly. Par- 
ticular stocks апа whole groups of stocks become 
fashionable or unfashionable at different periods, 
and some become so very fashionable as to acquire 
glamour. When this happens the price may rise to 
incredible heights. Glamour, psychologists tell лз, 
is the projection upon the object of unconscious 
elements in the mind of the beholder. Glamour 
renders rational judgment impossible. It is surprising, 
for instance, how many stocks are bought because 
investors like their names. 

At the same time, the investor must avoid the 
mistake of being so 'shrewd' that ће is uniformly 
pessimistic about everything. The successful investor 
18 the one who can appreciate that'a new situation 
has arisen in relation to a particular stock or the 
market as a whole before the fact is generally realized. 


CONCLUSION · 


There will be found in Appendix II some illustrations 
of the result of four typical investments over the 
last eighteen years. These examples have been 
supplied to me by some stockbroker friends. Тће 
e included a world war and much inflation. 

ar be it from me to say whether such a period 
should now be regarded as normal or abnormal. I 
should add а warning against generalizing too much 
from these examples. Consols is typical of an un- 
'dated money stock and I think the Industrial & 
General Trust is typical of а good-class investment 
trust. Тће two industrial stocks are in a sense unique 
but were chosen after tests as being market leaders 
and free from notable abnormalities. 

The investments illustrated have produced the 
following results at the end of eighteen years: 


Percentage change in value 
Capital Income 
24 per cent Consolidated stock — 27 nil 
Imperial Chemical Industries 
Ltd ordinary stock + 163 + 140 
The Industrial & General Trust 
Ltd ordinary stock . + 258 + 317 
General Motors Corporatioh 
common shares + 898 + 512 


If allowance is made for the fall in the purchasing. 


power of sterling by applying an index of retail 
prices, the above figures become the following: 


| Percentage change in value 


Capital Income 
at per cent Consolidated stock — 73 — ба 
Imperial Chemical Industries" 

Ltd, ordinary stock — I1 -— 10 
'The Jàdustrial 4 & General Trust 

Ltd ordinary stock . + 35 + 57 
General Motors Corporation : 

common shares : + 275 + 130 


In conclusion, it may be useful to recapitulate the 
points which I have sought to emphasize as practical 
guides to action. I cannot call them principles, as 
they are largely a matter of personal opinion: 

(1) Both investment and nog-investment involve 
_ the risk of loss of capital. 
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(2) Do not invest in countries which persecute 
the capitalist. 
(3) Invest in well-managed companies in growing 
industries in an expanding economy. 
(4) The absence of a market, de jure or de facto, 
greatly increases the risk. 
(5) Do not buy money stocks for permanent 
investment. 
(6) In the choice of investments, the needs and 
situation of the investor are,at least as im- 
ortant as the nature of the investments. 
(7) The size of the individual risks should be 
proportionate to the size of the fund. 
(8) А proper diversification is the best safeguard 
against loss. 
(9) To offset the risk of capital loss, a proportion 
of the fund should be invested in stocks with 
a probability of growth. 
(10) It is costly to fidget with your investments. 
(11) Do not buy on a falling market; do not sell on 
a rising market. 

(z2) Cut your losses; run your profits. 

13) Make your decisions in cold blogd and do not 
be hustled. 

Finally, may I express the hope that j in your career 
as investors or investment advisers, you may have 
a good measure of that most essential ingredient of 
success, luck, so that finally you may be able to say, 
with a certain hot-headed young man: ‘Out of this. 
nettle, danger, we pluck this flower, safety,’ 


Appendix I 
NOTE ON DOUBLE TAXATION RELIEF 
as applied to American Investments 
(Conversions from dollars to sterling vary slightly owing to 
approximation to the nearest pourid) 

The majority of dividends received p United Kingdom 
investors from American companies assed through 
paying agents in the United cionis he dividend is 
received by the paying agent after deduction of American 
Withholding Tax of 15 per cent. Before passing this net 
amount over to the investor, the paying agent must deduct 
United Kingdom income tax. He is, however, authorized 
to give double taxation relief in respect of the Withholding 
Tax. 

The net amount payable to the investor is, therefore, 
computed as follows: 





$.£ 
Dividend declared by American company say roo 36 
Less: American withholding tax 15 percent .. I5 5 
$85 31 
Deduct: United Kingdom income tax at 5s 6d 
(8s 6d less relief of 151 рег centan o on gross 
dividend of £36  . 10 
Amount payable to investor by paying agent | #21 


Thé gross dividend of $100 paid by the American 
company is paid out of profits which have already suffered 
American taxes. The United Kingdom investor is, therefore, 
enabled by the Double Taxation Agreement with America : 
to claim double taxation relief in respect of these taxes. 
The Stock Exchange publishes periodical lists of rates of 
foreign tax applicable. The rate published includes the 
direct Withholding Тах of 15 per cent deducted. 

If the American company in the above example had paid 
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American tax at the rate of 50 per cent, the rate shown in 
the list would be 115 6d (573.per cent), made up as follows: 
s d percent 





Indirect tax  . . IO 0 50 
Direct tax (see example below) I 6 74 
i15 ба — 57i 


The true gross dividend is 87 at by grossing up the 
the net of £31 at 574 per cent. The £31 received in the 
United Kingdom thus represents: 


+ 

True gross dividend a> 72 

- Less: Indirect American tax 50 per cent .. 36 
: | | т 


Withholding tax 15 рег cent of £36 (>7 per cent 
of £72) 5 


Receipt in United Kingdom 7. £31 

It should be noted that an investor cannot recover more 
United Kingdom income tax than he has actually suffered, 
so that, when the foreign rate is greater than his own effective 
rate, relief is limited to the tax he has suffered. By effective 
rate is meant combined rates of income tax and profits tax 
or surtax (where applicable). 


Example 1: U.K. investor's effective rate 8s 6d 
(Income Tax only) 








Double taxation relief is computed as follows: s d 
American company's rate of tax as published .. 11 6 
United Kingdom investor’s effective rate 8 6 
bd in United Finder iater withholding ^ 

s A 31 
Gross at 8s 6d (exp et .. За Y 54 
Total double taxation relief due consists of: 
the difference of 23 
Less: Relief а allowed by paying agent £36 
at 32 55 5 
18 
Less: United Kingdom income tax at 8s 6d on 
£18 additional gross income .. 8 
Repayment due to investor {ло 


In practice, where the American company rate exceeds the 
United Kingdom investor’s effective rate and the latter is 
not less than 8s ба, it is not necessary to do this calculation. 
The amount of tax recoverable consists of the amount of 
United Kingdom tax suffered, in this case то. 

The total return on the investment is £21 plus £10— £31. 
This is equivalent to a gross return of £54 ог 50 per cent 
greater than the return of £36 received by an American · 


investor. 


Example 2; U.K. investor’s effective rate 12s 6d 
Where the United Kingdom investor’s effective rate of 





tax is 12s 6d the position would be as under: £ 
Net receipt in United Kingdom . ; .. 3Е 
Gross at 115 6d (American company's rate) 72 
Total double taxation relief due consists of: 
the difference of .. 20 41 
Less: Relief already allowed by paying dgent e. 5 
36 
Less: United Kingdom i income tax at 8s 6d on dus 
additional gross income .. 15 
Repayment due to investor .. £21 


The investor will have to pay pront tax ər surtax 
(where applicable) on the true gross of £72. 
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Appendix II 
24 per cent CONSOLIDATED STOCK 
Year Mean price . 
1937 -- 79 y A 
| Cost of £3,000 stock at mean price £2,376 
1938 714 
1939 66 
1940 72i 
1941 79% 
1942 82i 
1943 8 
1944. 8o 
1945 87i ; 
1946 95i Gross income throughout £75 
1947 891. Yield on cost £3 3s 2d per cent 
1948 79 
1949 - 73i 
1950 71 
1951 654 
1952 58i 
1953 6: 
1954. 664 
1955 6o? 
End-1955 value of holding at 57} £1,725 
' Present gross income .. . Че 75 
Percentage change over id 
Sterling "Adjusted! . 
Value of capital —27 per cent — 73 per cent 
Value of income nil -—62 p 
2 t for fi of sterling, Le. 1937, 101. 
Bhd 1986, За. 1966 100) У (ieee an Diin i Index of Retail Prices and 


ublished in the Blue Book oa National Income and 
Ezpenditure, dire 0055] 


IMPERIAL CHEMICAL INDUSTRIES LTD 
ORDINARY STOCK · 


Dividend 
per cent 
| declared and 

Year to Mean | paidin Gross Yield 

Dec. 37 price following year Income on cosi 
s d Á s d 
1937 36 6 84 85 ' 411 3 

Cost of £1,000 Stock at mean price £1,862 

1938 30 6 8 8o 4 6 о 
1939 28 6 8 · 80 4 6 о 
1940 25 6 8 : 8o 4 6 о 
1941 30 6 8 80 4 6 о 
1942 34 о 8 8o 4 6 о 
1943 38 6 8 8о 4 6 o 
1944 39 0 8 80 4 6 о 
1945 38 о 8 8о 4 6 о 
1946 44 0 10 100 5 7 6 
1947 47 0 10 100 5 7 6 
1948 48 о IO 100 576 
Rights issue: 1 at 40s 6d for every 5, entitled to £200 new 


stock. Sell 184 at 3s 6d premium (nil paid) 
realizing £32. Take-up 16 at 405 6d, costing 
£32, making holding £1,016 stock, costing 


£1,862. 
1949 44 6 то 102 596 
I950 42 0 12 122 6 11 о 
1951 48 : i i 2 : 9 


1952 43 9 
Rights issue: 1 at 40s 6d for every d, х entitled to £169. new 
stock. Sell 165 at rs premium (nil paid) 

realizing £8. Таке up 4 at 40s 6d, costing £8, 

making holding £1,020 stock, costing £1,862. 


1953 48 o 15 153 4 3 
1954 35 о 10 204 то 19 о 
a * (Adjusted) 
тоо per cent bonus issue making holding 

£2,040 stock, costing £i, ditm 
1955 50 о 10 I9 о 
Епд-1955 value of Кане at e £4,896 | 
Present gross income МА 204 


316 
. Percentage change over period 
Sterling Adjusted! 
Value of capital +163 percent  — І per cent 
Value of income +140 ,, —10 3 


1 After adjustment for fall in purchasing power of sterling, i.e. 1937, 101. 
End 1955, 38. (1838— 100.) (Based on Interin Index of Retail Prices and 
Dew information. published. іе the Blue Book on National Imcoms and 


THE INDUSTRIAL & GENERAL TRUST LTD 
ORDINARY STOCK 


Mean Price Dividend 
(calendar per cent 
Year to year) . declared and 
31 March per 5: poe in Gross Yield 
stock following year Income on cost 
s d £ £s d 
1937 з 9 1 
of £1,000 stock at mean price [2,791 
1938 IY 3 12 120 4 6 о 
1939 10 3 I4 . 140 5.9.3 
1940 8 9 12 120 4 6 o 
1941 9 9 12 120 4 6:0 
1942 Ir 3 12 120 4 6 o 
1943 13 3 12 120 4 6 о 
1944 14 3 12 120 4 60 
1945 15 9 14 140 «803 
1946 то 6 15 150 5 7 6 
194: 19 9 16 160 5 14 9 
194 18 3 16 160 5 I4 9 
1949 17 9 16 160 5 I4 9 
1950 18 9 16 160 514 9 
1951 22 9 20 200 73 3 
1952 20 3 25 2 8 19 3 
1953 26. о зо ло I5 о 
100 per cent bonus issue making holding 
£2,000 stock costing £2,791. 
1954 18 о 17 350 1210 9 
1955 25 3 "i 400 14 6 9 
1956 500 17 18 6 
End-1955 s value of holdiag at tase E: £10,000 
Present gross income 500 
Percentage change over period © 
Sterling Adjusted* 
Value of capital +258 per cent +35 per cent 
Value of income +317 » +57 » 


1 After adjustment for fall in purchasing power of sterling, i.e. 1837, 101. 
End 1955, 38. (1938 100.) (Based on Interim fia Index of Retail Prices and 
new information in the Blue Book on National Income and 


Expenditure, 1955. 


GENERAL MOTORS CORPORATION 
COMMON STOCK 


Year to Mean price Mean Dividend Approximate 


Dec. 31 in ado Ба 5 rate ($pershare) income 
($10 par) 
1937 49% 494. 3°75 152 
Cost of 200 shares at mean price and exchange rate £2,013. 
1938 39% 4'88 1'50 61 
1939 464 4°46 3°50 157 
1940 47 4°03 3°75 186 
1941 384 4703 3°75 186 
1942 374 4°03 z'o 99 
1943 50 4'03 z'o 99 
1944 59 403 , 3'о 149 
1945 70 403 30 149 
1946 4°03 2°25 тта 
1947 59 403 .3°0 149 
1948 58i 4°03 4°50 223 
1949 621 4'03/2:80 8-0 49, 
($5 par 
1950 + 2'80 6-0 857 


(Adiusted) (Adjusted) 
2-for-1 split, making holding добата costing Ре 
Withholding tax and United Kingdom double tax relief have been ignored. 
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Year to. Mean price Mean Dividend Approximate 
Dec. 3x New York exchange rate (Sper share) income 
5 $ £ 
1951 5o 2:80 4'о 571 
1952 59% 2:80 40 571 
1953 62. 2:80 40 571 
1954 78% 2'80 50 714 
($1:66 aj3rd par) 
1955 42 2:80 2:16 2/3rds 929 
(Adjusted) 


3-for-1 split, September зоё, 1955, making holding 
1,200 shares, costing 22,01 
End-1955 value of holding at ia New York exchange 
rate 52'804 and 14 per cent dollar PADO £20,083 


Present gross income .. 929 
Percentage change over period 
Sterling Adjusted? 
Value of capital 4-898 per cent +275 percent 
Value of income +513 55 +130) y» 


3 After adjustment for fall in purch power of sterling, i.e. 1937, 101. 
Dus 1955, x аю (Based on terim Index of Retail Prices and 

blished in the Blue Book on National Income and 
Expenditure, 1055. 55.) 
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WEEKLY NOTES 


P. D. Leake Research Fellowships 


The Council of The Institute of Chartered Account- 
ants in England and Wales have announced that the 
Universities of Oxford, London and Birmingham 
have each agreed to establish a P. D. Leake Research 
Fellowship to be financed by the P. D. Leake Trust. 
The total grant from the Trust will be £2,000 per 
annum for an initial period of nine.years and in each 
of the three universities the fellowship will become 
available for three years out of the nine. 

The object of the fellowships is to provide univer- 
sity facilities for experienced accountants to carry 
out research in subjects with which the accountancy 
profession is directly concerned within the charitable 
object of the P. D. Leake Trust, namely, 

‘to benefit and advance the sciences of accounting 

and of political economy including the subject of 

public finance and taxation'. 
It is hoped that the outcome of such research will be 
of interest afd benefit to the accountancy profession 
and to those in the universities who are concerned 
with accounting and the economic aspects of business 
affairs and taxation. 

It will be recalled that the P. D. Leake Professor- 
ship of Finance and Accounting, financed by an 
annual grant of £3,000 from the revenue of the P. D. 
Leake 'l'rust, was established in the University of 
Cambridge in October 1954. 

The new announcement will be welcomed by the 
profession, not only as a further step by the Council 
in implementing the wishes of the late. Mr P. D. 
Leake, but as yet another example of the wider 
service which the Institute seeks to render to the 
profession and to the community in general which 
the profession aspires to serve. 

It is understood that further details regarding the 
new research fellowships will be announced in due 
course by the universities concerned. 


Taxation Conference at Edinburgh 


The sixth national taxation conference to be ограп- 
ized by our contemporary, Taxation, opened in 'The 
Usher Hall, Edinburgh, yesterday afternoon and will 
continue until next Monday evening. Тће conference 
is under the chairmanship of Mr Ronald Staples, 
founder-editor of Taxation, and is being attended 
by over 1,000 delegates comprising members of the 
accountancy and legal professions and executives in 
industry and commerce. 

Six papers are being presented on various aspects 
of the law, practice and incidence of taxation and 
time will be set aside after each address for questions. 
An ‘Open forum’ is also to Бе held when a panel of 
experts will give their opinions on problems put 
forward for their consideration. The social activities 
will include a civic reception given by the Lord 
Provost of the City of Edinburgh, a reception and 


dance given by the editor of Taxation, and a golf 
competition. In addition, a varied programme has 
been arranged for the ladies. 

A report of the proceedings during the four days 
of the conference will be included in our next issue. 


Annual I.M.F. Meeting 


The annual meeting of the World Bank and the 
International Monetary Fund has taken place this 
week. The annual report of the I.M.F. for the year 
ended April 30th, 1956, was published immediately 
before the meeting began. This report emphasizes 
that the convertibility of currencies 18 dependent on 
the convertibility of sterling and that the decline 
in the sterling area’s reserves in the second half of 
1955 has further postponed the possible converti- 
bility of the £. In the year ahead, the authors 
of the report think that there may be -moves by 
certain countries towards convertibility but the 
formal act of multi-lateral convertibility will be 
withheld. The report sees the possibility of non- 
inflationary expansion of demand in the United. 
States and that if the pressure of demand in European 
countries is held in check’ and the expansion con- 
tinues in the United States, U.S. imports are likely 
to rise to the benefit of the European balance of 
payments. Tn general, the report considers that in the 
past year under review the world payment situation 
has improved, restrictions have been further relaxed, 
the transferability of imported currencies has been 
extended and there has been less trade discrimination. 
It is this background that the directors 
of the World Bank and I.M.F. held their meeting – 
against the background, too, of the Suez crisis. The 
problem of Suez, especially the amount and terms on 
which American aid might be forthcoming for those 
countries which have to use the Cape routé instead 
of going through the canal, is likely to provide the 
main topic of unofficial conversation. At these 
meetings, the informal discussions are usually, of 
greater importance than the more formal official 
meetings and speeches. With the question of con- 


. vertibility pushed into the background for an in- 


definite period, there has been all the more scope this 
year for the governors of the bank and the fund to 
concentrate on the implications of the present 
political crisis. 


А Giant Hesitates 
A report issued last week by Associated Electrical 
Industries Ltd, showed group profits of [5:81 million 
over the half-year to June 30th, 1956, compared with 
£65 million in the same half of 1955. The drop has 
been caused by higher production costs, for turnover 
has actually increased over the two periods. It seems 
also that the light electrical engineering side of the 
group's activities bas felt the impact of credit 
restrictions. There is little change in the volume of 
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orders on hand but, such аз it is, the move is down- 


wards. Orders received, mainly for delivery within 
three years, totalled. £66- g million compared with 
£671 million over the m six months and 
with £73:4 million for the firs of 1955. 

Several large engineering concerns have reported 
buoyant turnover with lower profits in recent months 
but it takes the announcement of a giant of this size 
to drive home the point. The announcement comes 
at a critical moment, for the engineering unions are 
putting forward wage claims estimated to cost the 
industry an additional £150 million a year. ЈЕ is 
clear that the negotiations for this increase will take 
place against a general background of lower profita- 
bility, comparatively unstable conditions for some 
goods in the home market owing to the ‘credit squeeze’ 
and growing competition abroad. When the engin- 
eering unions obtained their last increase earlier 
this year, their case rested on growing productivity 
in the industry reflected in higher profits, the rising 
cost of living and the trend of wages in other in- 
dustries. These arguments can hardly be adduced 
on this occasion. Many sections of the engineering 
industry have suffered a cut in output and few will 
be able to show a marked improvement in productivity 
since the spring. The cost of living has changed little. 
On the other hand, the trend of profits is definitely 
downwards owing to the increase in costs which owes 
a good deal to the last wage award. This coming 
trial of strength in the engineering industry has 
one ingredient in greater measure than the last 
occasion, namely, the growing desperation of com- 
‘panies faced with a further impetus to rising coats, 


Labour Market at Oxford 
‘There have been indications in recent official 


statistics that the ‘credit squeeze’ has certainly reduced’ 


the demand for consumer durable goods, but that the 
consequent release of resources, especially man- 
‘power, has been only partially to the advantage of 
the capital goods industries. A good deal of the gain 
has gone, it would seem, to the foodstuffs industries, 
drinks and consumer services. 

The thousand or so men released recently by the 
British Motor Corporation at Oxford, provide an 
isolated but interesting example of what has oc- 
curred. It appears that those local industries situated 
in the Oxford area with a useful export potential, or 
making capital goods for the ‘home market, require 
mostly skilled workers. They have therefore - been 
able to take on only a limited number of B.M.C. 
men who, in the main, have been marginal unskilled 
"workers who have entered the motor-car industry 
fairly recently. Some, indeed, have gone back to 
their old jobs. 

Two services which seem to have benefited have 
"been railway maintenance and the public transport 
service. There has been an increase in recruitment 
for workers employed on the permanent way and 
the public transport system at Oxford has been able 
sto improve its bus schedules owing to an influx of 
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workers. The transfer of labour from motor vehicles 
to the railway permanent way is, of course, an 
excellent example of the way in which the 'credit 
squeeze' should work, and there is much to be said, 
too, for improving public services with an influx of 
labour, for these have been an irritant for workers 
for some time and have themselves been an important 
cause of friction in labour-management relations. A 
less satisfactory feature is that quite a number of 
workers have gone into seasonal trades including 
building, and it is doubtful if these occupations will 
provide secure employment in the coming winter. 


Terms of Trade Stay Favourable 


The terms of trade for the United Kingdom during 
August maintained the favourable position which has 
been built up since May. The ratio of import to 
export prices was 97 (with 1954 as 100) and thus the 
advantage of the recent rise in export prices and the 
drop in import prices is continuing to have its 
favourable effect on the balance of payments. 

There was quite a substantial increase in the price 
of engineering goods in August but this was offset 
by a fall in the price of metals and other manufactured 
goods excluding textiles. The next month or so should 
show whether the Suez crisis is having any effect on 
the balance of payments. Certain commodity prices, 
where the goods concerned normally come through 
the canal, have already begun to harden and it does 
not take a big increase in price to tip the terms of 
trade unfavourably. Furthermore, only a modest 
movement of the terms of trade ratio above 100 is 
required to affect seriously the balance of payments. 
The gold and dollar reserves will soon be through 
their seasonal low point due to the heavy import 
programme in the autumn. It remains to be seen if 
that pressure gives way to equally powerful stresses 
from the Mediterranean. 


Banks’ Statement for August 
At August 15th, the deposits of eleven members of 
the London Bankers’ Clearing House were £6,238 
million. This was £60 million more than at mid- 
July this year but 1-7 per cent lower than at the same 


time in 1955. The main features of the monthly 


statement are a drop in investments, an increase in 
Treasury bills and a rise in the liquidity ratio. The 
drop in investments was due to the receipt by the 
Midland Bank and Westminster Bank of cash for 
the unconverted National War Bonds 1954-56. Both 
these banks have put the money temporarily into 
Treasury bills. This move by these two banks does 
not account for all the increase in bill holdings, how- 
ever, for Вагсјаув Bank also increased its bill holdings 
while Lloyds Bank reduced its portfolio by an almost 
equal amount. 

Advances were little changed on the month. The 
National Provincial Bank reduced its loans by over 
£13 million but this was in contrast with the rest of 
the members of the clearing. There was, in most cases, 
a small upward, movement in advances. 
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FINANCE AND COMMERCE 


New issue activity has provided interest in otherwise 
slack and inactive stock-markets. The autumn 
colonial and corporation borrowing season has begun 
well but industrial issues must be made against a 
background of narrowing industrial profit margins 
and reduced dividend cover. 


Administrative Difficulties 
It is, as we know, the duty of every debtor to seek his 
creditor. In this imperfect world, the debtor is 
usually more inclined to wait until the bill comes in, 
and then to take what advantage he can of his 
creditor's patience and goodwill. And when credit 
is being squeezed and what remains costs 6j per 
cent, the collection of debts is a still greater problem. 

Such being the state of the world we have to live 
in, it is woe betide the business that slips a cog in its 
counting-house and gets behind with its statements. 
The situation is bad enough when it is merely a 
matter of 'getting behind'. It is far worse when it 
becomes ‘serious administrative difficulties’ such as 
Lord Dovercourt, the chairman of Beecham Group 
Ltd, reports in his statement with the accounts 
which we reprint this week. His reference is brief 
but what is left unsaid speaks volumes. 

"Аз a result of these difficulties,’ Lord Dovercourt 
states, ‘debtors in the food business at March 31st, 
1956, were about £1 million above the normal level 
and this caused the bank overdrafts which appear 
in the balance sheet at the close of the financial 


year.’ The bulk of these debts, he is fortunately 


able to add, has now been remitted and the group is 
no longer indebted to its bankers. 


Beecham Example 

We quoted the Beecham example when referring 
recently to the reticence of the Distillers’ directors. 
Shareholders in that company wanted to know what 
part of the profits was derived from the whisky 
section of the business and how much came from 
the newer departments. | 

Beecham shareholders are given group sales and 
the disposal of the income. А further table breaks 
down the sales in the home market under the three 
main divisions, foods, medicines and toilet products 
and adds a five-year comparison. Export and overseas 
sales are shown geographically followed by the 
breakdown: of export and overseas profits. A page 
is given to a statement of the company’s leading 
products in the three divisions in which can ђе seen 
the names popularized by advertising: Lucozade, 
Phospherine, Eno’s, etc. ° 

The importance of advertising is emphasized in 
an examination of the growth of the Lucozade 
business since 1950. A graph shows the increasing 
annual expenditure on advertising. In 1952, when 
the index was just over 400 (1950 = 100), the pro- 
portion of the consumer price represented by 
advertising was 9"7o per cent. In 1956 with the 


index nearly 700, the proportion was 7-48 per cent. 
Another section in diagram form shows the pro- 
portion of purchase tax in the price of various goods. 
In the 5s Brylcreem, the tax is 1s 104 and in the 
2s 11d Eno's, 644. 
The Truck Act 
Mr C. O. Stanley, the chairman of Pye Ltd, as usual 


provides shareholders with a variety of reading on 
topical subjects with the report and accounts. Sub- 
jects range from the submerging of the middle 


classes to ‘Dial WEB for Cricket’, the ‘credit squeeze,’ 
and colour television. Two pages on “The law’s an 
ass! are of particular interest to accountants. 

Mr Stanley describes how the Truck Act 1831 gave 
a short life to the company’s introduction of is 
payments by cheque to manual workers. He wor 
out that sorting cash and making up wage packets 
takes до man-hours for every £15,000 handled. In 
introducing the scheme, it was recognized that 
workers would not necessarily have a Байк account 
and if they had, could not conveniently attend the 
local branch bank in banking hours. Moreover, it 
was doubtful whether the bank could handle a 
concentrated rush to cash cheques. 

Local tradespeople, who were approached, agreed 
to cash cheques and from an initial 675 weekly-paid 
staff accepting wages by cheque, the figure grew to 
1,200. Legal advice was of course taken and with ` 
Section 8 of the Act making it permissible to pay 
wages by cheque, provided the cheque be drawn on 
a bank within 15 miles of the place of payment, if 
the workman freely gives his consent, all seemed well. 

But then the interpretation of the Act was ques- 
tioned. First of all, Section 8 might be obsolete as 
it referred to banks that were licensed to issue their 
own notes and this may not now be done. Secondly, 
some of the workers already had bank accounts so 
that even if Section 8 permitted payment by cheques 
cashable at a bank within 15 miles, some of the 
payments would be made ‘in account’, and pay- 
ments ‘in account’ are not legal under the Truck Act. 

Faced with the possibility that action might be 
brought for recovery of wages, the system was ended. 

It seems, too, that the convenience of the system 
is a matter of opinion, for a City acquaintance takes 
his month's salary by open cheque, cashes it at once, . 
and keeps his money in his personal ‘till’. He is not 
without a bank account but he maintains that it is 
more-convenient. 

Money Market 
Christmas maturity complications resulted in the 
market bidding at [98 14s 24 for ninety-one day bills, 
£98 145 ба for ninety day bills and £98 135 11d for 
ninety-two day bills at the Treasury bill tender on 
Séptember 22nd, 1956. In the ninety-one day bills, 
55 per cent allotment was achieved with full alloca- 
tion of the other matyrities. The average rate on the , 
ninety-one day bills was £5 2s 4'864 per cent. 
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TAXATION CASE 


À full report of the case summarized in this column will be published, with Notes on the Judgment, 
in the Annotated Tax Cases. 


North v. Executors of Dr W. K. Spencer 
deceased 
North v. Executors of Dr W. K. Spencer 
deceased and Dr C. H. Spencer 


Ín the High Court of Justice (Chancery Division) 
June 14th, 1956 
(Before Mr Justice VAISEY) 


Income tax~- Medical practitioners engaged ando 
National Health Service - Sums received out of 
moneys provided by Parliament following Danckwerts 
Award — Whether taxable income ~ Income Tax Act, 
1952, Schedule D, Case 11. 


Following the Danckwerts Award, made on 
March 24th, 1952, doctors engaged in the National 
Health Service became entitled to a share in a total 
sum of £35,456,000 which was the amount of the 
addition to the Central Pool as that pool had origin- 
ally been calculated for the period 1948-49 to 
1952—53. 

The late Dr W. K. Spencer was in partnership 
with his brother as medical practitioners from 


October rst, 1950, to July 25th, 1952, and before the 
parthership began he was practising on his own 
account. He died on July 25th, 1952. 

In the latter part of 1953, moneys were paid to the 
executors, following the Danckwerts Award, by the 
executive councils concerned, and additional assess- 
ments to income tax were raised for the relevant 


ears. 

Тће General Commissioners allowed the appeals 
of the executors, resting their decision mainly on 
Purchase v. Stainer's Executors (30 A/T.C. 291), as 
regards the years of assessment during which the 
deceased was in practice on his own account, and as 
regards the.years of assessment during which he was 
in partnership with his brother on the ground that 
the partnership ceased on the death of one of the 
partners and that no assessment could be made on a 
partnership as such after it had ceased to exist. - 

Held (reversing the decision of the Commis- 
sioners), that the sums received by the executors 
were income of the deceased's medical practice and. 
were assessable accordingly by additional assessment. 


s CURRENT LAW 


Master's Right to Servant's Invention 


'The defendant in British Syphon Co Ltd v. Home- 
wood ([1956], 2 All E.R. 897), while in the employ- 
ment of the plaintiff company, designed an improved 
form of soda-water syphon and formed the intention 
of applying for letters patent relating to it. The 
defendant was the plaintiff's chief technician, to 


advise it on all technical matters relating to its 


business, which included manufacturing syphons, 
and he was in charge of design and development, but 
he had not been asked by the plaintiff to give any 
advice on a new method of dispensing soda-water. 


On the defendant applying for letters patent in respect · 


of his invention, the plaintiff sought an order that he 
should assign to it his interest in the application. 
Roxburgh, J., granted the order. His lordship pointed 
out that had the defendant at any time been asked for 


advice in relation to the design or development of: 
anything- connected with any part of the plaintiff's: 
business, it would have been his duty to give it, and ` 


that it would not be consistent with good: faith, as 
between master and servant, that the defendant should 
in that position be entitled to make some invention 
related to that business and either keep it from his 
master, if and when asked about the problem, or even 


sell it to a rival. The defendant had a duty not to put 3 
himself in a position in which he-might have personal. 


reasons for not giving his master the best advice 
which it was his duty to give if and when asked to 


give it: a fortiori he must not be able to tell his master 
that he must buy from his rival the method which he, 
the servant, had sold to that rival. 


Actions Arising from Loss of Services | 


Metropolitan Police District Receiver v. Croydon Cor- 
poration and Another ([1956], 2 All E.R. 785) and 
Monmouthshire County Council v. Smith ([1956], 
2 All E.R. 800), decided within a week of each other, 
were both cases in which the plaintiff had, under 
compulsion of law, made payments to a police 
constable in consequence of i injuries sustained by 
him as the result of the negligence of a third party, 
and now sought to recover fon. th that party, on a 
quasi-contractual basis, the sums so paid. In neither 
case could the plaintiff claim to be the master of the 
injured man, because in Attorney-General for New 
South Wales v. Perpetual Trustee Co Ltd ([1955], 
A.C. 457) the Judicial Committee of the Pri 
Council held that a policeman is the holder of a public 
office, and such g person is not a servant in the sense 
in which that term is used in that field of English 
law which is categorized under the title of the law of 
master and servant. An important consequence of 
this principle is that it is never possible, where the 
services-of a public officer are lost as a result of his 
suffering physical injury at the hands of a third - 
party, to bring an action for damages against that 
third party for doss of services – the old action per 


rivy — 
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quod servitium amisit. It was clearly for this reason 
that the plaintiffs in the Metropolitan Police case 
and the Monmouthshire County Council case rested: 
their claims on quasi-contract. The cases do not seem 
to be distinguishable, but, unfortunately, Lynskey, 
J., in the latter, found himself unable to agree with 
Slade, J., in the former, and did not follow him. 


The Problem of Unjust Enrichment 


In the former case the sum sought to be recovered 
represented wages and allowances paid to the injured 
constable during his incapacity. In the latter case the 
plaintiff claimed to be entitled to be recouped pension 
payments as well as pay and allowances. In both cases 
the payments made to the injured constables were 
made in accordance with the requirements of statute. 
In the Metropolitan Police case, Slade, J., accepted 
as being correct a proposition that if A. under what 
the law regards as compulsion has paid money to C. 
in such circumstances that the law considers that 
B.’s failure to recoup A. would constitute an unjust 
benefit to B. at the expense of A., A. can recover the 
amount of the payment from B. His lordship was. 
satisfied that the defendants were primarily liable to 
pay, because it was their negligence which had 
deprived the plaintiff of the whole of the considera- 
tion for the payment made, and accordingly he held 
that the plaintiff was entitled to succeed. In so doing 
he followed the decision of Atkinson, J., in Metro- 
politan Police District Receiver v. Tatum ([1948], 
2 K.B. 68). The proposition accepted by Slade, J., 
was criticized by Lynskey, J., in the Monmouthshire 
County Council case. That learned judge took the 
view that it was essential that there should be a 
liability on the part of B. to the person to whom A. 
` had paid the money. In the case before him – and also 
in the case before Slade, J. — that liability did not 
exist: since in each case the plaintiff was obliged to 
pay to the injured man. the sum in dispute, the 
injured man had in respect thereof suffered no loss, 
and so was not entitled, in an action for personal 
injuries against the tortfeasor, to include that sum in 
his claim. Furthermore, Lynskey, J., found that as 
regards part of the sum claimed in the case before him 
(including that relating to pension), the defendant 
could not have been liable to the injured man in an 
action for negligence. Accordingly, his lordship did 
not follow the decisions of Atkinson, J., and Slade, J., 
and gave judgment for the defendant. 


Further Restriction of the Right to Sue 
In СТЕ. о. Hambrook ([1956] 3 All E.R. 338), the 
Court of Appeal, affirming on a different ground 
the decision of Lord Goddard, C.f. um T АП 
E.R. 807), has placed a further limit орой the 
availability of the action per quod sercitium 
amisit, holding that the action would not lie, not 
because it was brought at the suit of the Crown 
and the injured man was ап established civil 
servant in the employment of the Crown, but because 
it lay only where the servant could properly be 
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regarded as a menial servant, that is to say, one 
employed intra moenia, within the walls of his master’s 
dwelling, as part of the household and his master’s 
family. Hence, as the Court held, it was not avail- 
able to employers, such as Governments and limited 
companies, who kept no household. 


Claims Arising on a Frustrated Contract 
Government of Gibraltar о. Kenney and Another 
([1956], 3 W.L.R. 466) was concerned with a con- 
tract made between the plaintiff and the first defen- 
dant which contained provision for reference to an . 
arbitrator of any dispute or difference arising or 
occurring between the parties ‘in relation to any thing 
or matter arising out of or under this agreement". The 
contract was frustrated and the first defendant 
claimed remuneration on the basis of a quantum 
meruit and under Section 1 (3) of the Law Reform 
(Frustrated Contracts) Act, 1943. The plaintiff con- 
tended that the arbitrator (the second defendant) 
had no jurisdiction to hear and determine the claims, 
but Sellers, J., held that both the claim to a quantum 
meruit and the claim under the Law Reform (Frus- 
trated Contracts) Act were matters ‘arising out of’ the 
contract within the very wide terms of the arbitration 
clause, so that the plaintiff's objection could not be 
sustained. His lordship also held that where a con- 
tract was frustrated an arbitration clause survived for 
the purpose of measuring claims arising out of the 
frustration. 


Lost Pension Rights and Income Tax 

The principle in British Transport Commission v. 
Gourley ([1956] A.C. 185), that in assessing damages 
for personal injuries the liability to income tax and 
surtax of the injured party must be taken into 
account, was applied by Wynn-Parry, J., in In re 
Houghton Main Colliery Company Limited ([1956] 
3 All E.R. 300), in which a liquidator sought the 
determination by the Court of questions relating to 
the assessment of the amounts for which two pen- 
sioners of the company should be admitted to rank 
as creditors in the voluntary winding-up of the 
company. Each was, until the date of the liquidation, 
in receipt of a pension which he enjoyed by virtue 
of a contract with the company, and their claims in 
respect of the loss of their pension rights amounted, 
in the one case to 514,140, and in the other to 
£10,238. | 

Wynn-Parry, Ј., held that, for the purposes of 
proof, those gross amounts should be reduced by the 
deduction in each case of the pensioner's notional 
liability to income tax and surtax, and he stood the 
summons over in order that the parties and their 
accountants might have an opportunity to agree the 
net figures, with liberty to restore the summons if 
they failed to do so. His lordship assisted the parties 
th their task by giving them valuable points of 
guidance, in part by reference to the opinions 
delivered in the Ноцве of Lords in British Transport 
Commission 9. Gourley. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Home Consumption 
and the Wernher Decision 


Sm, — Your correspondents, Mr C. W. Taylor and 
‘Lazybones’ (September 22nd issue), have usefully 
deprecated the introduction of narrow economic 
theory into a practical and urgent income tax 

problem. At the risk, however, that all of us involved 
may be tempted to "laugh it off', I venture a few 
more comments on the implications of this curious 
case. 

It would appear that clients E ud perhaps use- 
fully consider becoming members of local co-operative 
societies on the grounds that it would be better to 
purchase standard lines of commerce through such 
societies, at net retail price less the current dividend 
on purchases, rather than to withdraw tbeir own 
- trading stock, and account for it at full gross retail 

rice. | 
j Such advice might need occasional modification: 
for instance, the proprietor of the local paint вћор 
could safely use his own stocks (within obvious 
limits) for the preservation of bis residence, as he 
will then charge the full retail price in his claim for 
maintenance relief; in fact, he would then appear to 
be better off (if his profits do not already materially 
exceed [2,000 a year) by the amount of earned income 


relief on the difference between the cost and retail . 


values of the withdrawn stock. 

The thought of maintenance claims makes me 
inquire whether for years I have been in error in 
advising clients that they could. not charge up the 
. уајме of their own labours with paint brush and 
hammer, in such claims? Would any reader like to 
involve himself in a test case on this issue, admitting 
corresponding liability to Schedule E assessment, 
in the hope of securing some general increase of 
earned income relief for his domesticated brother 
practitioners? | 

I must now close, as I have to devote some thought 
to the question of the appropriate scale of charge for 
. preparing my own Schedule D computation! 

Yours faithfully, 

Birkenhead. A. WALLIS LEE. 
Sir, – The principle proposed by your correspondent 
Mr Spruce (September 15th issue), would appear to 
spread the application of this decision to alarming 
possibilities, for on the basis that ‘personal income 
equals expenditure plus saving’ should not a practis- 
ing accountant debit drawings and credit fees every 
time he fills in his own income tax return? He showg 
a saving as compared with the client whom he 
charges for the same service. : . 

І prefer Mr Mortimer's views(Auguet 25th issue), 
that any attempt to widen the scope of the decision 


should be resisted. For a start, I suggest that, where- 
ever possible, it should be established that farmers 
consume only the unsaleable surplus of their product, 
whereof the market valüe to be credited would be nil. 


| Yours faithfully, 
London, ЕСт. | R. C. GILBERT. 
Е Repairs Allowance Withheld 


SIR, - Your correspondent ‘S. О. S.' (September 
22nd issue) might care to refer to some remarks of 
Mr W. A. Purdie on the subject, reprinted in The 
Accountant of November 1gth, 1955. However, Мг 
Purdie stated that the question now raised remained 
unsettled at the time of his address and it is doubtful 
if any further progress has been made. i 

We – as we believe do many other practitioners — 
feel that the application of the Law Shipping case by 
H.M. Inspectors when expenditure is incurred by 
the purchaser of an existing business, frequently 
causes undue hardship, especially when the money 
is spent on repairs to leasehold property. 

Another aspect, which concerns its relevancy,. is 
that the determination was made in the light of a 
decision in Watson Bros. v. Lothian that, in the case 
of a ship, there could be no succession of trade and 


yet we find that Law Shipping is mostly put forward 


by the Inland Revenue where there has been a 
succession within the meaning of Rule 11, Cases I and 
II, Schedule D, of the Income Tax Act, 1918: 

It is also of interest to note that, in Law Shipping, 
some £12,000, of expenditure totalling £51,000, was 
allowed as chargeable against profits. i have not 
succeeded in finding out what the former figure 
referred to but, in our experience, H.M. Inspectors 
seek to reject the whole of any amounts payable soon 
after the acquisition of an existing business not- 
withstanding that they would normally. be allowable 
under Section 137, Income Tax Act, 1952. y 

Yours faithfully, | 

ВЕЕТЕЕ & CO. 

Sir, – With reference to the letter signed ‘S. O. S.' in 
your September 22nd issue, the Solicitor-General 
(see Hansard, May 28th, 1952) pointed out in -the 
House that if a tenant undertook to discharge 
landlord’s repair obligations, the cost .of. such 
obligations was" truly rent: 

This principle is already applied and accepted by 
the Revenue in calculating Schedule A assessments 
and adjustments thereto. 

It is suggested that a detail examination of the 
Solicitor-General’s observations may prove. helpful. 

Yours faithfully, 
. Е. С.А. 
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THE INSTITUTE ОЕ 
CHARTERED ACCOUNTANTS OF SCOTLAND 
SPECIAL GENERAL MEETING 


A special general meeting of members of The Institute 
of' Chartered Accountants of Scotland was held in 
Edinburgh on September 14th. Mr James T. Dowling, 
C.A., Vice-President of the Institute, was in the chair 
and opened the proceedings by explaining that he 
was deputising for the President, Mr G. I. Stewart, 
M.C., C.A., who had that week been attending the annual 
general meeting of The Canadian Institute of Chartered 
Accountants in Halifax, Nova Scotia. 

Mr’ Dowling extended a welcome to Sir John 
Somerville, a Past President of the Institute, and also 
tó Mr Albert J. Watson, who was present, during a 
visit from his horhe in California. Mr Watson is the 
donot of the Albert J. Watson Prize, the latest winner 
of which is Mr A. M. C. Morison, who was among 
the new members being admitted to the Institute. 
The Vice-Chairman congratulated Mr “Morison on 
being awardeel distinction in the Final examination — 
an achievement in which he had emulated both his 
father, Sir John Morison, and his elder brother, 
Mr R. McK. Morison. 


EXTRACTS FROM PRESIDENT’S ADDRESS 


In the, absence of the President, his address to the 
meeting was read by the Secretary. We reproduce the 
following extracts: 


You will remember that at the annual general meeting 
my predecessor, Sir Ian Bolton, devoted most of his- 
presidential address to the proposed reforms in our system 
of examination and training of apprentices. 

Since the annual general meeting the Local Committees 
in the Edinburgh, Glasgow, Aberdeen, Dundee, Inverness 
and London areas have held meetings at which representa- 
tives of the Council have been present and at which tbe: 
examination and training proposals have been discussed. 
At -these meetings criticisms have been made and I am 
glad to say that many of these have been constructive rather 
thán destructive. I - I believe that I am the only person who 
has.attended all six of the area meetings and my own 
impression is that on the whole the proposals have stood 
up well to the searching examination to which they have — 
very properly — been subjected. 

It may be that the Council will in due course recommend 
some changes in detail, but I do not wish to anticipate a 
further memorandum on the whole subject which is in 
preparation and which will be circulated soon to all 
members of the Institute. This memorandum will serve as 
as iry of the main points which have been raised at the 
area méetings and of the Council's opinions on such points. 


New Rules for the Institute 


A new set of rules for the Institute has been drafted by the 
Rules and Bye-Laws Committee, which wgs first appointed 
in 1951. This committee has made a complete examination 
of our existing rules and long ago the concitision 
that various changes were desirable. 

The report of the Rules and Bye-Laws Committee is 
being submitted to the Council today and our intention is 
that the new rules, accompanied by a full explanation of the 
changes envisaged, shall in due course be circulated to all 
members with the appropriate resolutions and notice 
calling the necessary special general meeting. This meeting 
may well be held before we are ready to*proceed on the 


examination , and training proposals, and іп that event, 
consideration of such of the changes in the rules as are 
designed to enable effect to be given to these proposals 
will require (о ђе deferred to a separate and later special 
general meeting. 


Memorandum on Professional Charges · 


In May there was circulated to every member a private 
memorandum on professional charges, The accountancy 
profession, unlike some others, is not bound by rigid scales 
of professional charges and the Council is satisfied that it 
is right that this position should continue. Circumstances 
vary so greatly as between one type of practice and another 
and one locality and another that it would not be practicable, 
even if it were desirable, to devise scales that would be of 
general usefulness or would work fairly if applied generally. 
The absence of rigid scales does, however, mean that it is 
only in the most general terms that the Council can give 
advice to members as to professional charges. We hope, 
however, that our policy of reviewing the general situation 
from time to time and telling you of our thoughts is of 
some help to members. 


Retirement Benefits 6 j 


Another subject to which we have been devoting much 
attention and which closely affects members is that of 
retirement benefits. As you know, we played our part with 
other professional bodies in seeking legislation about 
retirement benefits for the self-employed. When the 
Finance Bill was published, representatives of our Institute 
joined with representatives of some twenty-two other 
professional bodies in considering the provisions of the 
Bill, and a number of suggestions put forward by our 
representatives were incorporated in the representations 
which were jointly made to the Government as a result. 
During their passage through Parliament, the retirement 
benefit provisions of the Finance Bill were substantially 
improved, but I confess that for my own part I am dis- 
appointed that the Government has not gone further than it 
has towards implementing the recommendations of the 
Tucker Committee and the Royal Commission on this 
vital matter. 

A special committee of the Council is studying the 
possibilities of some form of Institute scheme for retire- ` 
ment benefits for members: it is also investigating the 
possibilities of setting up some form of pension scheme for 
members’ staffs. As soon as possible the result of these 
discussions will be made known to you. 


ADMISSION OF NEW MEMBERS : 


A resolution was passed, admitting one hundred and 
three applicants to membership of the Institute. 
Forty-three of the new members were present at 
the meeting and in the course of his address of welcome 
to them, Mr Dowling said: 

‘As a result of your own hard work, each of you has 
become entitled to describe yourself as a Scottish Chartered 
Accountant and you have every reason to be proud of your 
achievement. Without detracting in any way from your 
agcdmplishment, perhaps I might remind you that you 
have really only reached “the end-of the beginning". You 
have compléted your basic training and, by passing the 
examinations, you have demonstrated that you have a 
good knowledge of the Subjects prescribed in the syllabus. 
But, as I am sure you will yourselves realize, there is still 
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much for you to learn. Please do not let that thought depress 
you, because the same can be said of all of us — indeed 
there 18 no one in our profession, no matter how widely 
experienced he may be who would not freely admit that 
he is always learning. . 

We are all glad you. “have become members of our 
Institute when the services of qualified accountants are 
in great demand, and I would think you can count on 
being kept busy in the days to come. I would hope, however, 
that you will never become so immersed in your own 
business affairs that you forget your obligations in the 
field of voluntary service. There are innumerable com- 
mittees on which a chartered accountant will be welcomed 


SUMMER SCHOOL 


The fourth summer school of the Scottish Institute, held 
28 on each previous occasion at St Andrews University, 
ended last Wednesday morning. Three professional 
- topics were debated — current auditing problems, thein- 
adequacy of financial accounts, and the challenge to 
the accountant in industry. In addition, Mr David 
Alexander, general manager of the National Bank of 
Scotland Ltd, delivered an interesting discourse ori 
"Banking in Scotland’, and the Rt. Hon. Lord 
Strathclyde, c.a., Minister of State for Scotland, 
gave an informative address on the functions and 
organization of the Scottish office. Interspersed with 
this vast intake of learning were a succession of 
pleasing social occasions which culminated in the 
Oficial dinner on the closing evening and the ‘ in- 
formal gathering' afterwards in the common room. 


Auditing Problems 

In his paper on 'Current auditing problems', Mr 
J. C. Stewart, c.a., ruminated on the nature and pur- 
pose. of an audit and skilfully extracted from his. 
‘random reflections’ some queries to which, he hoped, 

the school would give him the answers. He compared 

an audit to an aerial survey in that both should disclose 

the past and indicate the future of the area inspected. 

The questions he put to the school concerned, among 

other things, the acceptance of the historical cost basis 

of valuing fixed assets, the extent to which the present 

skeleton form of profit and loss account gives a true · 
and fair view of the year's trading, the object of test 

checks and the reliability of statistical sampling, the 

effect of mechanical accounting on the detailed work 

which the auditor has to do and the auditor's duty 

and responsibility: with regard to defalcations by a 

client's employee. 


Inadequacies of Financial Accounts 
The task of considering the inadequacies of financial 
accounts was shared by Professor УУ. 'T. Baxter, 
B.COM., C.A., and Mr L. V. D. Tindale, c.a. Professor 
Baxter, who treated the subject from the standpoints of 
shareholders and the public, thought that, as far as 
the balance sheet went, the 1948 Companies Act 
had stood the test pretty well but that further dis- 
closure of revenue details was highly desirrble. Не 
made a strong plea for the report form of accousts 
and then went on to discuss the effect on financial 
accounts of changing price levels and that phenomenon 
of inflation — the take-over leid. Professor Baxter 
ended by saying that, in his opinion, take-over bids 
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with open arms and the mere fact that the activities of 
these committees may be in connection with some national- 
ized service, such as hospitals, should not deter us: rather 
the reverse, for their need is great. 

Many years ago, Sir Francis Bacon declared that every 
man should be a debtor to his own profession. I commend 
that thought to you, assuring you that in this second 
Elizabethan age it is no less true than it was in the first. 
I conclude by suggesting that you and all of us can best 
repay the debt to our predecessors by seeking always to 
ollow their example and thus to maintain and if possible 
enhance the standing and reputation they have achieved 
for us.’ 


AT ST ANDREWS 


constituted ‘final and unanswerable proof that historic 
cost alone is not enough’. 

Mr Tindale dealt with the use of financial accounts 
for fiscal purposes and for purposes of management 
and control. With regard to the first, he wondered 
whether the pattern of accounts was not being too 
much influenced by tbe dictates of taxation — a case, 
in fact, of the tail wagging the dog. On accounts pre- 
pared for management, Mr Tindale expressed the 
view that these were at least equal in importance to 
accounts prepared for any other purpose. He suggested 
that informative accounts should be made available 
at least monthly and that they should be ready not 
later than three weeks after the end of the period to 
which they referred. Among the questions put for- 
ward by, him for discussion were ~ can the benefits 
derived from official recommendations by accounting 
bodies be enjoyed without restricting initiative, useful : 
experiment and innovation, and, are any inadequacies 
faults in the system or in the man, in accounting or 
in the accountant? 


The Industrial Challenge 


Mr David J. Young, C.A., F.C.W.A., who gavé the first 
of two papers on “The challenge to the accountant in 
industry’, stressed the importance of being familiar 
with the latest developments in management technique. 
He dealt with four aspects of the organization and 
operation of a factory office — the. recruitment and 
training of staff, the design and layout of: offices, 
clerical procedures, and the use of office machinery. · 
Mr Norman K. Easton, M.C., C.A., took over the 
running from Mr Young and gave a dynamic address 
on ‘Delivering the goods’. He said that electronics had 
revolutionized the role of the accountant in industry 
and that, with up-to-the-minute statistics constantly 


available, the twofold problem was, in essence, the 


efficient collection of information for processing and 
the efficient delivery of processed information. 


Envoi 


The curriculurp of the summer school followed closely 
the now regular pattern. Each morning, the lecturers 
for the day addressed the school and supplemented 
their written observations with oral comments designed 
to stimulate discussion. Then, after the coffee break, 
the groups mef to consider the particular aspects of 
the papers which had been allotted to them. The 
afternoon was left free for recreation and, after dinner, 
the school assembled for the reported comments of 
the groups and for general discussion. 
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INCORPORATED ACCOUNTANTS AT 
CAMBRIDGE 
.FIFTEENTH RESIDENTIAL COURSE 


Since its pioneer residential course, held in 1934, the 
Society of Incorporated Accountants has organized 
fifteen courses for members at Oxford and Cambridge 
colleges. This year members assembled on Thursday, 
September 2oth, and for five days they were able to 
renew happy memories of Gonville and Caius College, 
Cambridge. 

The course was opened by Professor G. А. Grove, 
LL.M., Barrister-at-Law, on Friday morning, with a 
paper on "Ihe winding-up and reconstruction of 
companies in relation to taxation’. This was too 
modestly described as a superficial examination of 
the subject for, in the event, Professor Grove dealt 
very ably with the many and varied matters to be 
considered in relation to company law, estate duty, 
income tax, surtax, profits tax and stamp duty. 
Members showed keen interest in his remarks, 
principally, рећћарв, in the consequences on liability 
to estate duty of the decision in Sneddon v. Lor 
Advocate (33 A.T.C. 16) and the advantages for stamp 
duty purposes of the decision in Escoigne Properties v. 
C.I.R. ([1956] 17 T.R. 263); but many other aspects 
too, received attention. 


Business Decisions 


On Friday afternoon, Professor C. F. Carter, МА., 
contributed a thought-provoking paper on 'Some 
aspects of business decisions'. His main theme was 
that Government control over business decisions to 
invest in new plant and processes in an overstrained 
economy was essential for some time to come, but the 
right method of control has not yet been found. There 
is a time lag which distorts the effects of official 
exhortations and alterations in tax allowances. Не 
thought that the greatest contribution the Government 
could make to business expansion was to foster a sense 
of security and stability in the minds of business men, 
and contrariwise when it wished to reduce industrial 
development. Recent researches had led him to think 
that British firms' costing systems are on the whole 
weak and their market research rudimentary, so ‘that 
they do not in general make reasonable use of informa- 
tion already available—a view which gave members 
present something to ponder upon. 

On Saturday morning Mr T. R. Thompson, M.A., 
B.Sc., Mr D. W. Hooper, МА., A.C.A., and Mr W. W. 
Fea, B.A., A.C.A., initiated a discussion : on "The applica- 
tion of "electronics to accounting’. An interesting 
difference of opinion emerged about the size of the firm 
which could profitably consider the use of electronic 
computers for office work. Mr Thompson thought 


that only the large centralized office should consider it - 


at the present stage of development, Mr Hooper dis- 
agreed. The audit aspect was also considered. Mr 
Hooper stressed that the external auditor was likely 
to rely much more on testing the system of internal 
check and control where computers. were in use; 
Mr Fea thought that he would have to pay close 
attention to the originating records and data. 
Members were probably most impressed with the 


extent to which technical development in the machines 
themselves is necessary and is in progress. 

On Saturday evening, Mr W. F. Edwards, F.5.A.4., 
gave a paper, which he deliberately kept simple, on 
"The contribution of the accountant to business 
planning’. In the light of Professor Carter's experience, 
it seems that there is still much that accountants can do 
in this field. As Mr Edwards pointed out, there are 
problems to be faced, not the least of which is 'selling' 
management the idea that budgeting and forecasting 
is a valuable exercise, but the simplicity of his approach 
Should have removed any exaggerated fears that the 
techniques involved are complicated. Mr Edwards dealt 
with a number of practical questions in masterly fashion. 

On Sunday morning a service was conducted in 
Caius College Chapel-by the Rev. B. D. Till, Fellow 
and Chaplain of Jesus College, and during the course 
of the afternoon, which was devoted to recreation, a 
number of members took the opportunity either to 
tour the colleges or to inspect the attractions of 
Cambridge from the cushions of a punt on the Backs. 
In the evening, there was a discussion on matters of 
professional ethics and etiquette in which members of 
the Council of the Society dealt with questions put to 
them by the members present. 


Valuation of Shares for Estate Duty 


On Monday, Mr J. A. Jackson, Р.С.А., F.8.A.4., gave a 
paper on “The valuation of shares of private companies 
for estate duty purposes'. His address took the form of 
a close and informative examination of the statutory 
provisions applying and the cases decided thereunder. 
It is clear that there is no easy way out of the difficulties 
which surround this type of appraisal. Mr Jackson 
proposed a simpler method of dealing with the inci- 
dence of estate duty on shares in non-controlled 
private companies, namely, that the duty should be 
levied in the first instance on the article's price, duty 
on the difference between the article's price and the 
full value being assessed on the company at the rate 
determined by aggregation at the article's price. 

Work concluded with an able review of the income 
tax and profits tax provisions of the Finance Act, 
1956, by Mr J. S. Heaton, F.3.A.A. Аз was natural, 
considerable interest was shown in the new rules 
regarding retirement and other annuities. Mr Heaton 
gave some excellent examples of computations showing 
the effect of the new provision to prevent the double 
burden of estate duty and surtax on accrued income, 
and to demonstrate the effects of changes in the profits 
tax rules. 

Members then enjoyed the convivialities of the 
guest-night dinner, at which the President of the 
Society, Sir Richard Yeabsley, С.В.Е., F.C.A., F.S.AA., 
proposed the toast of “The guests’, ' with responses 
b? Sir James Chadwick, F.R.S., Master of Caius, and 
Mr С. О. Stanley, c.3.z., chairman of Pye Ltd. 

The course broke up last "Tuesday, with pleasant mem- 
ories of hard work ддће amid attractive surroundings. 
in some of the best weather this year so far has offered. 
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FOR STUDENTS 


COMPANY LAW 
Directors - III 


There are many restrictions upon the manner in which 
a director may be appointed. 

Under Section 181, Companies Act, 1948, a person 
may not be appointed a director by the articles; neither 
may he be named in a prospectus or similar document 
as a director or proposed director unless, before the 
registration of the articles or the publication of the 
prospectus, he has: 

(a) delivered a signed consent in writing to the Registrar 

of Companies, stating he will act as a director; and 

(5) either: 

(1) signed the memorandum for his qualification 
shares, if any; or 

(2) taken from the company and paid for his qualifi- 
cation shares, if any; or 

(3) delivered a signed statement to the Registrar 
constituting an undertaking to take from the 
company and pay for his qualification shares, if 


' any; or ; 

(4) delivered to the Registrar a signed declaration that 
an er of shares, not less than his qualjfication, 
if any, are registered in his name. 

Jt should be noted that Section 181 does not apply 
to companies not having a share capital; nor to private 
companies, a company which was a private company 
before becoming a public company, or to a prospectus 
issued after one year frotu the date on which the com- 
pany was entitled to commence business. 

Further restrictions on the appointment of directors 
are contained in Section 183, though these do not 
apply to private companies. This section states that a 
motion for the appointment of two or more persons as 
directors by a single resolution shall not be made unless 
a prior resolution has been made agreeing to this 
procedure without any vote having been given against it. 

Section 185 details the procedure which must be 
- observed with regard to the age limits of directors by 
companies which.are not private companies, or, being 
private companies, are the subsidiaries of other 
companies which are not themselves private companies. 
À director who attains the age of 7o must vacate his 
office at the conclusion of the annual general meeting 
commencing next after he attains that age. 

A director who retires under these provisions in 
common with any other proposed director who is 
70 years or older, may only be reappointed by a general 
meeting which has received special notice of the 
resolution appointing the director and which has 
stated the age of the person to whom it relates. It may 
be noted that in the case of companies first registered 
before 1947, if the company's articles contain a pro- 
vision for the retirement of directors under an age 
limit or for the restriction of appointments of directors 
over a given age, this section does not apply to the 
directors to whom such provision itself applies. 

For the purpose of determining when other directors 
Should retire by rotation, any retirement or reappoint- 
ment consequent upon these age provisions is .dis- 
regarded i in determining when any other directors sre 
to retire. 

Directors who are subject to the foregoing provision 
relating to age limits are required by Section 186 to 
give notice of their age to the company and any person 


who fails to give notice of his age or who acts as a 
director under an appointment which is invalid or has 
terminated by reason of his age, is liable to a default 
fine not exeeding £5 for every day in which the failure 
continues or during which he continues to act as a 
director. 
MERCANTILE LAW 
Conditions and Warranties 


Conditions are terms of'a contract which are vital 
parts thereof and go to the root of the whole contract. 
Thus, if A. agrees to buy from B. a motor-car provided 
that B. will put the car into a roadworthy condition, 
it is a vital part of the contract that the car should be 
put into such a state and the clause therefore becomes 
a condition. 

Breach of a condition will give rise to breach of the 
contract. Thus, if B. does not put his car into a road- 
worthy condition, А. may repudiate the contract and 
may recover any moneys paid to B. in respect of the car. 

A warranty, on the other hand, is something which 
is collateral to the main purpose of the agreement. 
Thus, if in selling the car, B., instead Of promising to 
put it into a roadworthy condition, had assured А. 
that the brakes of his car were in good working order 
and they are later found to be defective, there would be 
8 breach of the warranty by B. regarding the brakes. 

The breach of a warranty does not enable the 
aggrieved party to repudiate the contract, but the 
aggrieved party has a right to sue for damages to 
the extent of the loss he has suffered through the 
warranty being broken, 

In practice, difficulty is Sometimes encountered in 
deciding whether a certain term of contract is a con- 
dition or a warranty. ЈЕ in any specific contract a 
matter is stated to be either a condition or a warranty, 
that view will be upheld by the Court in dealing with 
the contract later, and it is in such cases immaterial 
as to whether such a term would normally be regarded 
83 being a condition or a warranty; everything depends 
upon the intention of the parties concerned. 


GENERAL COMMERCIAL KNOWLEDGE 
Balancing the Budget 


Someone once claimed that the success of the British 
system of government lay in the fact that it yielded to 
evolution instead of waiting for revolution. 

Undoubtedly there is a germ of truth in this claim, 
and this maxim applies as much to the financial 
manipulations of a government as it does to other 
political measures. 

In times long past, it was felt that the purpose of 
having an annual budget was to attempt to arrange, 
80 far as possible, that the receipts and payments in 
the forthcoming year should be equated: if a govern- 
ment needed 4х million, it raised that and по more, 
and politicians adopted the book-keeper's injunction 
that it was as bad to be ‘over’ as ‘short’. 

Today the Budget has become one of the main tools 
for tinkering with the country’s economy, and Budget 
surpluses are planned as a normal measure. In times of 
inflationary pressure, demand must be curtailed if 
prices are to be restrained in their upward path, and 
an effective meuns of curtailing demand is to confiscate 
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(by means of taxes) much of the money which would 


otherwise give expression to the demand. The follow- . 


ing table shows the extent to which this has been done 
in recent years: : a 
Budget Surplus in £ millions 
d > Estimate т Achieved in 


Budget Practice 
1952-53 510 ~. 88 
1953-54 — .. .. 109 94 
1954—55 n vs "mur IO ^ 433 
1955-50 .. 148 397 
1956-57 460 = 


Although the general view held by economists is 
that this Budget surplus is a form of compulsory 
savings, even though the individual taxpayer is 
deprived of his share in the savings, it has also been 
suggested that as these large surpluses can be achieved 
only by penal codes of taxation which will stifle trade 
and initiative; the Budget surplus is a contributory 
cause of further inflation: ori this line of thought it is 
argued that as people have to pay such high taxes, 
they demand even higher personal incomes in money 
terms. Statistical inquiries have yielded some support 
for both these extreme views, though the first is more 
widely supported in political circles. 

One important feature to bear in mind about the 
Budget surplus is that this is. not an overall surplus: 
it relates only to items shown ‘above the line’ — the 
line being drawn between revenue items above it and 
capital and miscellaneous items below it. The actual 
placing of the line at its present level is somewhat 
arbitrary and always open to criticism, but the general 
form of the ‘two-part’ Budget is rather reminiscent of 
the ‘double account’ style of balance sheets once 
adopted for statutory companies, the majority of 
which were nationalized in the years following 1946. 

In that part of the Budget ‘below the line’, receipts 
arise from such matters as repayments from local 
authorities and repayments from government boards: 
the payments relate to those items for which the 
‘Treasury has power to borrow, including loans to local 
authorities and post office capital expenditure. 

In 1955-56, the ‘above the line’ surplus of £397 
million was available to meet the ‘below the line’ 
deficit of £538 million: overall payments therefore 
exceeded receipts by £141 million. Short of merely 
printing more notes to meet this overall deficit (a 
measure which has fortunately never been adopted), 
the amount ‘of £141- million’ could be met only by 
increasing the government's: borrowings from the 
country —in other words, by increasing the National 
Debt. In fact, in 1955-56 the National Debt rose by 
£162 million; from £24,803 million to £24,965 million. 
(These figures relate to the internal debt: the total 
debt is higher by £2,075 million by reason of additional 
debts payable in external currencies.) 

Although the National Debt has now reached 
colossal figures (the interest thereon in 1956—57 ‘will 
absorb nearly one-third of all income tax collected, 
or more than all other Inland Revenue duties — incjud- 
ing profits tax, estate duty and surtax — aggregated), 
it should be remembered that not all of this sum has 
been expended in waging wars: not a small part of it 
is really represented by the national wealth, in the form 
of roads, power stations and military establishments. 

No form of national balance sheet is ever drawn up, 
and the financial statements prepared in connection 
with the Budget are, for the most prt, only sum- 
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. marized cash accounts. This is in accordance with the 


basic principle of finances in Parliament — that whilst 
one may dispute the classification of expenditure as 


- being capital or revenue, one cannot dispute the fact 


that it always necessitates payment in cash. 
'The Chancellor of the Exchequer is therefore more 
of a national cashier than a national accountant. 


`: PARTNERSHIP LAW 
Dissolution 


А partnership may ђе dissolved by several different 
means and these are considered in the following 
paragraphs. ; 

~ (1) By notice. Where no.fixed term has been agreed 
upon for the duration of the partnership, it is said to 
be a partnership at will. In such cases a partner may 
give notice to his fellow partners that he desires to 
dissolve the partnership, and unless the original agree- 
ment wás by deed, the notice for dissolution need not 
be in writing. If the partners have agreed, however, 
that tlie partnership should be terminated by mutual 
arrangement only, or some other term has entered into 
the partnership agreement which prohibits a partner 
from giving notice of dissolution, then such a notice 
will have no effect. 

(2) Effluxion of time. ТЕ a partnership has been created 
for a specified time or a specified undertaking, then the 
effluxion of the specified time or the completion of the 
undertaking will automatically dissolve the partnership. 

(3) Bankruptcy or death. The bankruptcy or death of 
a partner will automatically dissolve the partnership 
unless otherwise agreed. 57 

(4) Charging order. If а partner allows his share to be 
chárged by the Court under Section 23, Partnership 
Act, 1890, to secure the debt due to a judgment 
creditor of his personal estate, his interest in the 
partnership will then be transferred and the other 
partners have the option to regard this as being grounds 
for the dissolution of the partnership. — ` ^n 

` (5) Illegality. ТЕ an incident occurs which makes a 
partnership illegal, — e.g. passing of a new statute— the 
partnership will be automatically dissolved by that 
event. БУНИ EAT oh E 
. (6) Fraud. ТЕ fraud is discovered in the making of a 
partnership, the original contract will Бе voidable at 
the option of the aggrieved partners. . e S 5 

(7) Discretion of the Court. The Court has power to 
order a dissolution of a partnership in any of the 
following cases: = 

(a) Lunacy of a partner; ; А Re 

. (6) Permanent incapacity of a partner to carry out 
his duties; нон 

(c) Misconduct of а partner calculated to prejudice 

the business or persistent breach of the partner- 
ship agreement, or such other conduct as makes 

: it impracticable for the partnership to be 
continued; 

(d) When the partnership business can only be 

carried on at a loss; : 

(e) Whenever the Court thinks it just and equitable 

to order a dissolution. 

It may be noted that in case (a) the application to the 
Curt may be made by representatives of the lunatic 
partner; but in cases (5) and (c) the application must be 
made by the aggrieved partners, and.the partner at 
fault has no power to &pply to the Court for an order 
of dissolution. | 
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Personal 


Messrs WHINNEY, SMITH & WHINNEY, Chartered 
Accountants, of 4B Frederick’s Place, Old Jewry, 
London, EC2, announce that, with the consent of 
his partners, Mr G. W. WILKS, T.D., F.C.A., is retiring 
from the firm on September 30th, 1956, in order to 
take up a full-time directorship with a public com- 
pany. They also announce that on October rst, 
1956, they will open an office at 8 Newhall Street, 
Birmingham, 3. The resident partner will be Mr 
B. D. SCOTT, M.A., A.C.A. 

Messrs Навогр E. Ставке & Co, Chartered 
Accountants, of 8 Newhall Street, Birmingham, 3, 
announce that they have entered into arrangements 
whereby the partners of Messrs WHINNEY, SMITH & 
WHINNEY, will become partners in the firm as from 
October 1st, 1956. The resident partners in Birming- 
ham will be Mr H. E. CLARKE, Е.С.А., and Mr B. D. 
SCOTT, M.A., A.C.A, The name of the firm will 
remain unchanged. 

Messrs Hays, Акевѕ & Hays, Chartered Account- 
ants, announce that as from October ist, 1956, 
their address will be 30 Cursitor Street, Chancery 
Lane, London, EC4. Telephone: Chancery 6556-9. 

Messrs Moorss, Carson & Watson, Chartered 
Accountants, of 209 West George Street, Glasgow, 
C2, and of London and Liverpool, announce that as 
from October rst, 1956, Mr Guy Frank BROWN, 
с.л., and Mr Јонм Derek FOSTER, C.A., will join 
the firm as partners practising in London. 

Messrs Viney, Price & Goopyear, Chartered 
Accountants, of Empire House, St Martin’s-le- 
Grand, London, ЕСт, announce that their senior 
partner, Mr F. W. Le B. LEAN, F.C.A., C.C., is 
retiring from the firm on September 3oth, 1956; he 
has been a partner for fifty-four years. The practice 
wil be carried on by the remaining partners, and 
Mr Lzaw's services will be available to them in a 
consultative capacity. 


Professional Notes 


Mr L. W. Robson, Е.С.А., F.C.w.A., has been 
elected to the Council of the British Interna! Com- 
bustion Engine Research Association. 

Mr A. E. Tunley, a.c.a., a director of Harris Lebus 
Ltd, has been appointed a joint assistant managing 
director of the company as from September 14 


Ministry Adviser Seconded to O.E.E.C. 


Mr. Arthur Jones, M.A., B.SC., B.LITT., chief farm 
management adviser to the Ministry of Agriculture, 
whose article ‘Advising the Farmer, written: in 
conjunction with Mr S. V. P. Cornwell, M.C., M.À., 
Е.С.А., appears on other pages of this issue, has 
joined O.E.E.C. for a year to act as chief adviser to 
the Food and Agriculture Division of the European 
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Productivity Agency. Mr Jones’s appointment is the 
result of a request to the Ministry of Agriculture for 
his services. 


London Computer Group 


The first meeting in the autumn programme of the 
London Computer Group was held on September 
17th, when Mr R. T. Clayden, of E.M.I. Engineering 
Development Ltd, addressed members on "The 
E.M.I. electronic business system'. Further meetings 
have been arranged for October 1 jm, when Dr А. D. 
Booth, of Birkbeck College electronic computer 
project, will speak on 'Some applications of elec- 
tronic digital computers’, and November 195, 
when the subject will be ‘The C.2 computer’, and 
the speaker, Mr R. L. Michaelson, F.LA., F.LS., 
of Decca Radar Ltd. Both meetings will take place 
at Caxton Hall, Westminster, commencing at 6.30 

m. 
i Twenty-four study groups have now been formed 
and members, who number over 250, will have the 
opportunity to join whichever group is working on 
the computer subject in which they are particularly 
interested. The groups will be studying ten subjects, 
ranging from administrative and financial considera- 
tions affecting computer installations, to the training 
of computer personnel, payroll and labour costs, 
and general accounting. 

The London Computer Group was formed in 
April this year in response to a wide demand for an 
association which would bring together, as indi- 
viduals, members of widely different professional 
and business activities, but all with a common 
interest in electronic computers. 'T'he first convention 
of the Group was held on July 4th and. was reported 
in The Accountant of July 7th. 

The joint honorary secretaries are Mr A. J. 
Bray, M.A., A.C.A., and Mr J. P. Hough, A.C.A., at 
19A Coleman Street, London, EC2. . 


Fifty-four Years a Partner : 
LONDON CHARTERED ACCOUNTANT RETIRES ` 
Mr F. W. Le B. Lean, F.c.a., a senior partner in the 
firm of Viney, Price & Goodyear, Chartered Account- 
ants, of London, retires on September 3oth, after 
fifty-four years in partnership. His retirement will 
be marked on October 1st by a staff dinner in his 
honour at The Mayfair Hotel. 

Mr Lean served his articles with Messrs Impey, 
Cudworth & Co, of Birmingham, at the end of the 
last century. Не joined his present firm in 1900 as a 
seniór clerk and in the same year was admitted an 
Associate of the Institute, having taken first place in 
the Intermediate and second place in the Final 
examination. He was invited to become a partner in 
1902 and in 1919 he became a senior partner. He was 
elected to Fellowship of the Institute in 1907. 

Mr Lean is a member of the Court of Common 
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Council of the City of London, in which capacity 
he has served on a number of committees, and will 
continue this work after his retirement. He will also 
continue his connection with his firm ir the capacity of 
consultant. 

It is interesting to record that Mr Lean's secretary, 
Miss J. E. Mitchell, who is also ЕЕ shortly, has 
been with him since 1916. 


South-west London Discussion Group . 


The 1956-57 session of the South-west London 
Discussion. Group of the London and District 
Society of Chartered Accountants, commences next 
Monday, when Mr A. C. Dowden, A.C.A., will open 
a discussion on ‘No par value shares’. 

Meetings of the group are held on the first 
Monday of each month at 6.45 for 7 p.m., at The 
Kingston Hotel, Kingston upon Thames. New 
members are always welcome and those who are 
interested in joining the group are invited to write 
to Mr J. Mitchell, c.a., c/o The Р. & O. Steam 
Navigation Co, 122 Leadenhall Street, London, 
EC3. • 


Incorporated Accountants’ North of England 
District Society 


А comprehensive programme of lectures has been 
arranged by the Incorporated Accountants' North of 
England District Society for the 1956-57 session. 
Meetings are being held in Newcastle, Stockton and 
Carlisle. 
The programme in Newcastle until the year-end 
is as follows: 
October 3rd: ‘Statutory considerations of auditing’, by 
Mr . Harris, А.В.А.А. 
October 17th: ‘Group accounts’, by Mr K. S. Carmichael, 
A.C.A. 
November 6th: ‘Profits tax’, by Mr J. E. Spoors, Е,5,А.А, 
November 21st: ‘Partnership tax’, by Mr К. Forster, 
А.б.А.А. 
December 5th: ‘Statutory and equitable apportionments’, 
by Mr R. D. Penfold, Barrister-at-Law. 
December x3th: *Basic Mon y of punched-card 
accounting’. Demonstration Powers-Samas Ac- 
counting Machines Ltd ‘ 


Dublin Society of Chartered Accountants 
The annual golf meeting of the Dublin Society of 
Chartered Accountants was held at the Grange 
Golf Club, Rathfarnham, on September roth. For 
the seventh successive year the attendance consti- 
tuted a record, with seventy-seven players competing. 

The ‘Old Students’ cup was won by J. H. Sedgwick 
(20) with 2 up, who succeeded on the second nine 
after a tie with J. Malone (scr.) also 2 up. The visitors’ 
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prize was won by №. Е. Lennox (12), 1 up. The 
winners of the Fourball were W. F. Lennox а) and 
J. H. Sedgwick (20), 8 up, the runners-up being ] 
Malone (scr.) and S. J. Muldowney (17), 5 up. 


The Chartered Accountant Students’ Society of 
London 

'The autumn lecture courses of the London Students' 

Society begin next week. Programmes have ied 

been posted to members and announcements of eac 

week's activities during the session will appear in 

The Accountant. The programme for next week is 

as follows: 

Wednesday, 5.30 p.m., at the Institute: Mechanized 
Accounting course. Introductory lecture by Mr Dudley 
W. Hooper, M.A., A.C.A., chief organizing accountant, 
National Coal Board. 

Thursday, 5.15 p.m., at the Institute: Introductory course 
lecture on “The chartered accountant's profession’ by 
Mr К. J. Carter, B.COM., F.C.A. 

6.30 p.m., at Guildford: Lecture on ‘Company law’, by 
Mr Spencer G. Maurice, Barrister-at-Law. 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on ‘The fundamentals of business’, by Mr R. J. 
Carter, B.COM., F.C.A., and “The English Judicial system’ 
by Mr P. W. Medd, " Barrister-at-Law. 


Manchester Society of Chartered Accountants 
Manchester Students’ Society 
REMOVAL OF PREMISES 


As from Monday next, October rst, the address of . 


the Chartered Accountants’ Hall, Manchester, will be 
46 Fountain Street, Manchester, 2. The telephone 
number (Deansgate 3188) will remain unchanged. 


Manchester and Liverpool Students 

Jort RESIDENTIAL COURSE 
The fifteenth joint residential course for students to 
be arranged by the Manchester and Liverpool 
Societies of Chartered Accountants has been held 
this week at Burton Manor, Burton in Wirral, 
Cheshire. The course, which takes ‘place twice 
yearly, once again proved a great success and was 
well attended. 

There were eight lectures for lutei dare 
students and nine lectures for those preparing for 
the Final examination. Each address was followed by 
group discussion and in the evening the lecturer 
answered points raised by students. Other features 
of the course included a discussion on general 
commercial knowledge topics, under the chairman- 
ship of Mr J. Howard Bradley, F.c.a., and a general 
financial knowledge brains trust, in which a panel of 
five members, with Mr J. F. Allan, F.c.a., as chair- 
than, answered questions put to them by the Final 
students, 


JOHN FOORD & COMPANY 


"56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 
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OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 











332 


Office Equipment Exhibition 


The South Wales branch of the Office Management, 


Association is to hold a one-day conference and 
exhibition on October 23rd, in the City Hall, Cardiff, 
on the subject of “Typing, mailing and correspond- 
ence.’ 
Our Weekly Problem | 
No. 137: AUNT Mary’s ESTATE 


Mr L. U. Sidate was winding up Aunt Mary's estate. 
Her nephews and nieces were eque. beneficiaries 
and were entitled to share: 

(а) а 1945 Morris car; (6) jewellery — assorted; and 
(c) "Му collection of autographs’. 

Mr Sidate invited each to send him their offers for 
each, saying he would take into account all the bids 
given by each. The following were submitted: 


Car Jewellery Autographs 
£ £ £ 
Charles 150 40 10 
Вагђага 120 70 30 
Ann d za go 50 40 
David 140 30 30 


What ts the fairest: way of dealing with the offers? 
Mr Sidate's solution will be given next week. ` 
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ANSWER TO Мо. 136: CARDS ON THE TABLE 
There were eight cards of which seven were court cards. 


SEVENTY-FIVE YEARS AGO 
From је Accountant or OCTOBER rst, 1881 


Letter to the Editor entitled 
'TRUSTEE’S DUTY AS TO RESERVING DIVIDENDS 
Srr,—I am the trustee in a liquidation in which a 
creditor for £1,392 holds as security two policies of 
insurance, for £500 each on the debtor's life, of the 
present surrender value of £400. The debtor, how- 
ever, is in a precarious state of health, and may 
possibly not live long; therefore the creditor withholds 
his proof of debt. І want to close the estate. Under 
Rule 136 of the Bankruptcy Act, I find that where a 
person is desirous of valuing his security, the trustee 
can request him to do so within 14 days, and to prove 
for the difference. In the present case, the creditor 
is not desirous of valuing his security; hence my 
difficulty. Can any of your numerous readers give me 
the benefit of their experience on the point? 
Yours, &c., 
A TRUSTEE. 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’, Сое, 


'The autumn session has commenced with a further 
rise in the membership of the Society and it is hoped 
that this increase will produce some fresh ideas upon 
which future activities of the Society may be based. 
The programmes are planned to give the greatest help 
to the greatest number of students, and any suggestions 
which may lead to improvement are always welcomed. 


President’s Meeting 


The first event of the new session is the President’s 
Meeting, to be held at 5 p.m., on Monday, October 
8th, in Guildhall. Sir John Wolfenden, c.B.z., M.A., 
will speak on ‘Specialization within a profession’, and 
Sir Harold Gillett, M.C., F.C.A., President of the Society, 
will Бе, іп the chair. 


Union Conference 


Preparations are now in hand for the annual conference 
of the, Union of Chartered Accountant Students’ 
Societies in December. For those who may not know, 
this conference of representatives from the various 
chartered accountant students’ societies provides the 
opportunity for discussing common problems and for 
considering and debating any suggestions which may 
have been put forward by member-societies. If any 
member of the London Students’ Society has in mind 


a subject for discussion at the conference, he should 
contact the committee or the secretary. 


Residential Courses 


The successful residential course held at Oxford 
earlier this month has been reported. Already arrange- 
ments for next year’s course at Cambridge are being 
put in hand, and preliminary details for the 1958 
course are being settled. Students are also reminded 
that in April next there will be a residential course for 
first-year articled clerks to be held at University 
College, Oxford. This is a new idea and the course 
is the first to be held. It should last for about three days. 


Other Activities 
Activities during August included two visits, one to 
the Westminster Bank and the other to the National 
Provincial Bank. 

The squash club held its trials on September 24th 
and 25th at 6.30 p.m., at the Putney Squash Club and 
the Badminton Club will Боја a trial at the Bishopsgate 
Institute on September 29th. The chess group meet on 
October 3rd at Hills Restaurant, Bishopsgate. The 
names and addresses of the captains of these and other 
sports can be bbtained from the Library. 

s 
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CAPITAL ISSUES CONTROL 


INCE the Control of Borrowing Order, 1947, has now been 

amended no less than four times, anyone inquiring into the 

law relating to the control of capital issues and the like has 
to read five different statutory instruments.! In these circum- 
stances it may be helpful to set out, in a broad general way, the 
present effect of the Order in its amended state, though space does 
not permit of an exhaustive examination of the whole subject. 

The first part of the Order prohibits the following transactions 
unless the consent of the Treasury is first obtained: 

(1) Borrowing (as that expression is widely defined in the Order) 
more than {10,000 in any year in Great Britain, except in the 
special cases set out in Article 1 (2). 

(2) Raising money in Great Britain by the issue (in Great Britain or 
elsewhere) of shares, except: 

(а) the issue of fully-paid shares to the vendors of an under- 
taking, in payment therefor; or 

(9; issues by a holding company to its subsidiary; or 

с) issues to a creditor, where the whole of the money raised is 
applied in paying off the debt. 

(3) Issuing partly-paid shares, where either the issuing body is 
incorporated in Great Britain or the shares are to be registered 
there. 

(4) The issue, by a body incorporated in Great Britain, of 'securities' 
(e.g. shares, bonds, notes, debentures, debenture stock) where 
the consideration consists of ‘property’, unless the property is 
either part of an undertaking sold to the issuing body, or consists 
of ‘securities’ of another body corporate. 

(5) The issue, by a body incorporated in Great Britain, of securities 
where the purposes or effects of the transaction include: 

(а) the capitalization of profits or reserves (‘bonus issues’); or 
(b) raising money outside Great Britain (with certain exceptions); 
or 
. (c) the exchange or substitution of new securities for existing 
redeemable securities (unless the new securities are not 
redeemable earlier than the existing securities). 

(6) The issue by a body, not incorporated in Great Britain, of securi- 
ties to be registered there, if the purposes or effects of the trans- 
action include either of the matters set out in 5 (b) or (с). 

In Part II of the Order, Article 8 (1) confers a general exemption 
from the need to obtain Treasury consent in respect of transac- 
tions mentioned in Part I, if the amount involved in the transaction 
together with the amount involved in all previous transactions 
by the same person in the previous twelve months (being trans- 

e actions required by Article 8 (2) to be taken into account) does 
not exceed £10,000. 

It will be seen that in the case of borrowing, the exemption 
is of little help, since Treasury consent is not in any case required 
for sums not exceeding £10,000. The general exemption limit 


18.R.&O. 1947 No. 945; S.l. 1949 Мо. 255i S.l. 1955 No. 530; S.I. 1956 
,Nos. 358, 1190. 
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was originally £50,000 under the existing Order 
but was reduced to {10,000 in March of this 
year. The reduction was probably aimed against 
the formation of additional hire-purchase finance 
companies as a means of avoiding the control, 
but it applies generally. — . 

The transactions which Article 8 (2) requires 
to be taken into account for the purpose of the 
£10,000 exemption are: 

(a) all borrowing in Great Britain which is not 
excluded from Article 1 (whether or not 
Treasury consent was required); and 

(6) any other transaction for which Treasury 
consent ‘was required or would have been 
required but for the exemptions in Part II. 

For the purpose of the {10,000 limit, where 
the effect of a previous transaction consisting of 
the borrowing or raising of money was that share 
or loan capital, redeemed or replaced within three 
months before or at the time of the transaction, 
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was replaced by other share or loan capital, then 
the amount redeemed or replaced is disregarded. 
Again, where any of the previous transactions 
consisted solely of the borrowing or raising of 
money, borrowing is to be disregarded to the 
extent that the money borrowed has already 
been repaid. 


Before 1949, the exemption did not apply to 
a bonus issue. The Treasury have power to 
direct that the exemption shall not apply to the 
person named in the direction. 


There is also an exemption, without limit, in 
favour of building societies and also in favour 
of industrial and provident societies whose 
business does not consist wholly or mainly in 
investing in land or securities. A further exemp- 
tion applies to profit-sharing schemes for em- 
ployees, where the schemes satisfy certain 
conditions. 


PROFITS TAX RATES 
FINANCE ACT, 1956 —IV 


S from March 31st, 1956, the full rate of 

Ar tax was increased to 30 per cent 

and the rate of non-distribution relief to 

27 per cent, thus increasing the effective rate on 

undistributed profits from 2% per cent to 3 per 
_ cent (Section 29 (х)). 

The increase in the effective rate on undistri- 
buted profits from 24 to 3 per cent is accompanied 
by a similar increase in two special cases. 

In certain circumstances rent, annual pay- 
ments, etc., paid by one member of a group of 
companies to another member is disallowed in 
computing the profits of the payer but is neverthe- 
less included in the profits of the recipient. In 
those circumstances the profits tax chargeable on 
the recipient was reduced by 24 per cent of the 
payment (ог of the chargeable profit if less). This 
was the effect of the Finance Act, 1948, Section 
69 (3), as amended by the Finance Act, 1952. The 
2$ per cent is increased to 3 per cent, as from the 
end of March 1956 (Fourth Schedule, paragraph 4). 

A similar relief is given to a company which 
receives payments from a statutory undertaker 
and has to include such payments in its owh 
profits for profits tax purposes (Finance Act, 
1951, Section 29 (2)). The two reliefs have the 


effect of cancelling double taxation of what is 
in. essence the same income. 

Distribution charges are to be at 27 per cent 
for periods after March 1956, but only up to the 
amount on which non-distribution relief has been 
given at that rate. It follows that there cannot be а 
charge at the new rate for the first chargeable 
accounting period after March 1956. As regards 
amounts on which non-distribution relief has 
been given at lower rates, Section 29 (2) simply 
applies the provisions in the Finance (No. 2) Act, 
1955, Second Schedule, paragraph 1. The effect 
of these provisions is that the Inland Revenue 
recover non-distribution relief primarily at the 
highest rates at which it has been given. 

Example г 
A. Ltd has received the following non-distribution 
relief and so far has suffered no distribution charge: 


2 years and 9 months to Sept. £ c + 


goth, 1949 . 2,000 at 15% 300 
15 months ended Dec. 41st, 1950 1,300 at 2094 260 
Year'ended Dec. 31st, 1951  .. 7oo at 40% 280 
3 years and ro months ended 

Oct. 31st, 1955 2,700 at 20% 540 
5 months ended March 3186, 1956 280 at 25% Уо 
9 months ended Dec. 31st, 1956 боо at 27% 162 


Total relief 


£1,612 


t 
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For the year ending December 31st, 1957, the 
net relevant distibutions exceed the chargeable 
profit by £6,000 and accordingly for that year 
there is a distribution charge computed as 





follows: £ [5 
600 at 27 per cent 162 — 

280 at 25 per cent 70 – 

3,400 at 20 per cent 680 – 

1,300 at 10 per cent 130 — 

Balance .. 420 at 74 per cent 30 10 
£6,000 £1,072 10 





In respect of relief given for periods prior to 1952, 
the charge is made at only half rate, as a rough 
compensation for the fact that the charge is not 
deductible for income tax purposes. 

The change in rates necessitated a change in 
the législation concerning the repayment of 
loans which have been included as gross relevant 
distributions 
· The original provisions are contained in Sec- 
tion 36 (3) of the 1947 Act. However, each time 
the rate of non-distribution relief was altered it 
was necessary to enact supplementary provisions, 
ie. in 1949, 1952, 1955, each being more com- 
plicated than the last. T'he draftsman, perbaps as 
a natural reaction to these repeated changes, or 
perhaps because he is becoming more skilled in 
this kind of drafting, has introduced into the 1956 
Act what are intended to be permanent provisions, 
applying to all periods after March 1956, what- 
ever changes in rate the future may have in store. 
He has also repealed the corresponding provisions 
in the Finance (No. 2) Act, 1955, although it 
seems that these are still needed in relation to the 
period from November 1955, to March 1956. 

The new provisions are contained in paragraph 
3 of the Fourth Schedule to the Finance Act, 
1956. у 

Paragraph 3 (1) provides in effect that where 
the loan is repaid, Section 36 (3) is to be read 
as directing that (subject to the remainder of 
paragraph 3) the net relevant distributions are 
to be reduced by an amount which is arrived 
at by 'grossing up' at the curregt rate of non- 
distribution relief, ‘the tax ascribable to thedoan'; 
i.e. the increase in tax to which the loan gave rise. 

Suppose a loan of £1,800 was made in 1952, 
was included in the gross relevant distributions, 
and resulted in an increase in liability of £360. 
This is the tax ascribable to the loan. The loan is 
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repaid in full in April 1956. The net relevant 
distributions for the chargeable accounting period 
which includes April 1956, are to be reduced 
by (£360 X 2?) ie., by £1,333. The company 
thus pays less tax by 27 per cent of £1,333, which 
is, of course, the £360 which the loan originally 
gave rise to. If the rate of non-distribution relief 
is changed, the new rate will be automatically 
substituted for 27 per cent. 

Where there is a distribution charge at a rate 
other than 27 per cent (there would be but for 
the repayment), paragraph 3 (2) provides a more 
complicated method. 

If the tax originally ascribable to the loan is not 
greater than the distribution charge which 
would be made, the net relevant distributions are 
to be reduced by such an amount as will reduce 
the distribution charge by the amount of that tax. 


Example 2 

Assume that in 1953 A. Ltd (the company in Example 
1) had lent £800 to a shareholder, and that this had 
increased the liability by £160; that the shareholder 
repays the loan in January 1957, and that this has 
not been taken into account in arriving at the distri- 
bution charge. 

Clearly the tax originally ascribable to the loan 
(£160) is not greater than the charge (1,072 102). 
To reduce the charge by {160 it is necessary to 
reduce the net relevant distribution by £1,715, made . 
up as follows: £ £ s 








420 at 74 per cent 30 10 
1,295 at то per cent 129 I0 
£1715 £160 - 


Where the tax originally ascribable to the loan 
exceeds the potential distribution charge the 
reduction in the net relevant distribution consists 
of two elements: the amount on which the 
potential distribution charge would be made plus 
an amount which at the current rate of relief, 
will make up the tax ascribable to the loan. 
Example 3 
The figures are as in Examples x and 2 but the loan 
increased the tax by £1,500. The reduction in net 
relevant distributions, consequent on the loan 
repayment is £7,576, made up as follows: 


Amount on which distribution charge com- £ 





puted .. £ s . 6,000 

у 100 
. Add (£1,500— [1,072 tos) Х ET . 1,576 
£7,576 









RADERS are generally taxed on what may 

be called the earnings basis as distinct from 

the receipts basis. The latter basis is 
sometimes adopted for the purpose of assessing 
some types of professional taxpayers who do not 
usually receive prompt payment of their fees. 

In the former case, as soon as a particular sum 
of money is due — for instance, for goods sold – 
the purchase price is regarded as part of the 
income for the year in which the sale has been 
effected and the sums thus payable are taken into 
account in determining the taxable profits for the 
particular -year in which they would have been 
earned, even though payment may not be made 
of the sums in question to the trader in the same 
year, and might be postponed to a later year, and 
perhaps be never paid at all. 

Where a debt is bad or doubtful, then certain 
~ adjustments will have to be made for the bad or 
. doubtful debt in the year in which it may be 
properly regarded as having become bad.or 
doubtful. 

| Example 
А trader's accounts for 1952, 1953 and 1954 show 
certain cash payments and certain sums due but 
not yet received. While the sums due for the year 
in which they respectively became due must be 
brought into the computation for the year in 
which they were earned, yet deduction must be 
allowed.in a subsequent year for sums due which 
were brought in on a previous year in which they 
became due, but which still remain unpaid. Thus: 











Years 
1952 1953 1954 
‘Cask received £3,000 - £4,000 £5,000 
Sums payable to trader, 
e.g. for goods sold.. {1,000 {£2,000 {1,000 
£4,000 £6,000 £6,000 





The income for the year 1952 accordingly will 
be £4,000, for the year 1953, £6,000, and for the 
year 1954, £6,000, and of course the total of the 
expenditure in each respective year will have to 
be deducted. 

But now suppose that in 1953 the trader has 
received in cash only {500 out of the £1,000, 
payable and due to him in 1952, and that in 1954" 
he has received only £1,000 out of-the £2,000 
payable to him in 1953, and that in 1955 he has 
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received only £250 out of the £1,000 payable to 
him in 1954. 
Then these adjustments must be made: 
Adjustments for 1953 
Total x pun received and sums payable 
in 19 
"Total rx balance of 1952 ‘Payments not 
received in 1953 
Total of cash received and sums payable 
in 1953 .. А 
Adjustment of receipts for 1953, £6, 000— 
1500. .. £5,500 
| Accordingly, for 1953, a reduction of £500 would 
be effected. 


Adjustments for 1954 


Cash received and sums payable in 1953 £6,000 
Balance of 1953 payments not receivéd in 

1954 .. ha^. ebd vi .. £1,000 
"Total of cash received and sums pene 

in1954 . £6,000 
Adjustment of receipts for 1954 £6, 000— 

Á1000 .. £5,000 
Accordingly, for 19 54, a | reduction of £1,000 
would be effected. 

Adjustments for 1955 
Total of cash received and sums payable 

in 1954 ^ £6,000 

m of. 1954 payments not received 
1955 . £750 
Total of cash received and sums ; payable 

in 1955, say .. £2,000 
Adjustment of ери for 19 55, {£2,000~ 

£750 e £1250 


Bad and Doubtful Debts 

These adjustments would be made in the normal 
way so as to balance the account as it were. They 
are to be kept distinct from the adjustments that 
may be made in respect of bad or doubtful debts. 

"Thus, for instance, going back to our example 
for the year 1952, when the sums earned and pay- 
able to the trader іп 1952 amounted to £1,000, 
suppose that in that year one of the trader's 
customers who owed him {200 happened to go 
bankrupt and payment of any part of his debt of 
£200 became most improbable, the trader would 
be entitled to have the £200 treated as a bad and 
doubtful debt. In that event the total. of the sums 
payable to him as trade debts for the year 1952 
would be reducible by £200, from £1,000 to £800, 
so that the total amount of the receipts for 1952 
would be reducible from £4,000 to £3,800.. ` 
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Debit Side of Picture 

The above observations represent one side of the 
picture, ie. the credit ‘side of the trader's 
account. Let us now examine the reverse side of 
the picture, on the debit side. What is to be said, 
for instance, of items appearing on the debit side 
of the trader's account in cases where for some 
reason or other the trader cannot discover bis 
debtor, and may never be called upon to pay 
the sums strictly due by him to his customers? · 

А. position such as this may well arise, for 
instance, in the case of pawnbrokers in relation 
to unredeemed pledges. The pawnbroker, after 
the lapse of the appropriate period, may have sold 
the pledge, and he may have sold it at a price 
higher than the sums due to him from,the cus- 
tomer for the principal amount of the foan plus 
interest due to date of sale. 

In such a case there will be a credit balance 
repayable to the pledgor. But the pledgor may 
never make any claim against the pawnbroker for 
the repayment of the excess due to him from the 
proceeds of the sale of the pledged article. How 
are such unclaimed balances due from the trader 
to his customer to be dealt with in the trader’s 
accounts for tax purposes? 

There are two important cases which deal with 
this problem. One of them, Morley v. Tattersall 
(17 A.T.C. 164; 22 T.C. 51), deals with un- 
claimed balances in the hands of an auctioneer; 
the other, Fay’s the Jewellers Ltd v. C.I.R. (26 
А.Т.С. 405; 29 Т.С. 274), deals with unclaimed 
balances in the hands of the jeweller. 


Unclaimed Funds in Hands of Auctioneers 
In Morley v. Tattersall the conditions of sale 
issued by a firm of auctioneers provided that no 
purchase money would be paid or remitted by 
post to the vendors without a written order. As a 
result of this condition, large sums of money lay 
unclaimed in the hands of the auctioneers. In 
1922, upon the admission of a partner, a sum of 
£13,022 6s 4d in respect of the unclaimed balances 
for years prior to 1908 was transferred to the 
capital account of the older partner; and in 1935, 
upon the admission of a further partner, 
£10,406 10s 14 in respect of unclaimed balances 
between 1922 and 1928 was transferred partly 
to the current accounts and partly to the capital 
accounts of the former partners. A partnership 
deed in 1936 provided that such liabifity as 
subsisted in respect of these sums should be 


assumed by the partnership, that such unclaimed , 


balances as first arose six years before the taking 
of each annual account should be transferred at 
such account to the credit of the partners in 
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accordance with their shares of the partnership, 
that all liability in respect thereof should be borne 
by the partnership, but that the liability of the 
partnership should not appear in the annual 
general accounts. 

It was held that the unclaimed balances had 
not, by the terms of the partnership deed of 1936 
and the preparation of accounts in accordance 
therewith, become trading receipts. These sums 


remained the money of the firm's clients and 


were not assessable to income tax. 


Alteration by Domestic Act Ineffective 
The Court analysed the position in this manner. 
The partnership at a certain point of time decided 
that the particular item of liability in respect of 
unclaimed balances should be written down. ТЕ 
the matter had stood there, the only result on the 
balance sheet would have been to increase the 
credit balance. It would have shown a greater 
surplus of assets over liabilities than it had shown 
prior to that writing down. But the partners, 
instead of leaving the matter in that way, with 
an increased credit balance, decided that that 
increase in the credit balance should be carried 
in the balance sheet to the partners’ accounts. 
That did not alter the reality of the position. The 
true position was the elimination from the 
liabilities side of the balance ‘sheet of something 
which had previously appeared as a liability 
therein. What the partners did, in effect, was to 
decide among themselves that what they had 
previously regarded as a liability of the firm they 
would not, for practical reasons, regard as a 
liability. That did not mean, however, that -at 
that moment they received something nor that 
at that moment they imprinted on some existing 
asset a quality: different from that which it had 
possessed before. There was no existing asset at 
all at that time. All that they did was to write 
down a liability item in their balance sheet. 

The following passages from the judgments аге 
instructive: | 

‘It was essential for the argument . . . to discover 

some act of receipt within the income tax year for 
which the assessment was made, and to get an act 
of receipt the metaphorical expressions were used 
‘such as I have described, the holding in a new 
capacity of something which the partners had 


previously held: in a different capacity, the turning 


into a trading asset of something which had 
previously not been a trading asset, and things of 
that kind, which, if they accurately represented the 
facts, might form some basis for an argument that, 
at the moment when they took place, a receipt had 
taken place; but, once it is realized that this money 
' was received years before, and had merely re- 
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mained where it stood, among the assets of the 
firm, and that all that the firm had done was a 
domestic act inter socios by which they had re-cast 
the method of entering liabilities in their accounts, 
once that 18 understood and appreciated, the whole 
basis of the argument appears to me completely to 
disappear.’ (17 A.T.C., at page 170.) 
A further line of argument was as follows:—--; 
‘It has been settled . . . that, where a liability 
. which has properly entered into accounts in а 
previous year is released by the creditor in a sub- 
sequent year, that does not justify either reopening 
the accounts for the previous year or treating that 
release as creating a trading receipt in the year in 
which it took place. That was clearly settled in 
Jackson o. British Mexican Petroleum Co Ltd ([1932] 
16 T.C. 570). The result of the argument is this 
. that, when the partners treat [the asset] as 
free, although it is not free, because the liability 
to the creditors still remains, it becomes a trading 


receipt; if the creditor had released the debt so 


that it was in fact free, it would not become a 
trading receipt. In other words, when partners 
treat as free a thing which is not free, it is a trading 
receipt. When they treat as free a thing which is 
free, it is not a trading receipt.’ (At page 171.) 


Balances on Sale of Unredeemed Pledges 
In Fay’s the Jewellers Ltd v. C.I.R. (supra), under 
the Pawnbrokers Act, 1872, а pawnbroker was 
entitled, in certain circumstances, to sell un- 
redeemed pledged articles by auction, and to take 
the amount of the loan, and the interest due and 
the cost of the sale out of the amount realized. 
Subject to the terms of any special contract, if the 
loan exceeded 40s the pledgor at any time within 
three years of the sale of the pledge had the right 
to inspect the pawnbroker's books and demand 
payment of the surplus. After three years the 
pledgor lost that right and the surplus became 
the property of the pawnbroker. Certain sur- 
pluses arose in this way to the appellants. 

It was held for excess profits tax purposes 
that such surpluses arising from the unclaimed 
balances were trade receipts, though not in the 
year in which they came into existence, but in the 


year in which they finally became the property of _ 


the pawnbrokers. 

As already pointed out in the judgment quoted 
above, where book debts are fairly valued in an 
account but are written down in an accounting 
year because they have become doubtful, the fact 
that they ultimately turn out to be good ‘does not 
entitle the Crown to have the account reopened 


(British. Mexican Petroleum Со Ltd v. Jackson , 


(16 T.C. 570)). The taxpayers in the Jay case 
sought to extend the principle to a debt which 
was extinguished not by release but by laches or 
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delay. The answer to that contention, however, 
was that the surpluses would not be trading 
receipts when received; for the moneys when 
received would still be the moneys of the clients 
of the taxpayers, who could come along at any 
time to demand payment. 


Year in which Surplus becomes Receipt 
To deal now with the further point raised as to 
whether a surplus could be treated as a trade 
receipt of the year in which, it not having been 
claimed, the trader became 'entitled to retain it 
as his own. 

, For the taxpayer it was argued that either it | 
was or it was not a trade receipt at the time of 
receipt, and, if it was not a trade receipt nothing 
that subsequently happened could convert it into 
a trade receipt. Alternatively, it was argued that 
if the surpluses were trade receipts for the year 
in which the moneys were received, thén the 
trader would be entitled to set off against each 
receipt an equivalent indebtedness, so that there 
would be no profit in the year of the receipt. 
And if the trader’s liability was extinguished in 
whole or part by voluntary release of the cus- 
tomer’s claim the extent to which the debts were 
forgiven could not become a credit item in the 
trading account for the period in which the 
concession was made. 

In the opinion of the Court, however ([1947] 
2 All E.R. at page 766), the true accountancy view 
demanded that the unclaimed balances should 
be treated as paid into a suspense account, and 
should so appear in the balance sheet. The sur- 
pluses were not to be brought into the annual 
trading account as a receipt at the time they were 
received. As the Court pointed out, only time 


. would show what their ultimate fate and character 


would be. After three years that fate was such, as 
to one class of surplus, that in so far as the sus- 
pense account had not been reduced by payments 
out to clients, that part of it which was remaining 
became by operation of law a receipt of the com- 
pany and ought to be transferred from the sus- 
pense account and appear in the profit and loss 
account for that year as a receipt and profit. That 
is what it in fact was. In that year the taxpayers 
became the richer by the amount which auto- 
matically became theirs, and that asset arose 
out of an ordinary trade transaction. 

The Court distinguished Tattersall’s саве 
(supra). In that case there was no change in the 
character and value of the money held by the 
auctioneers, but in the fay case, at the end of 
three years the money attained a different на ан 
and became а pew asset. 
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Introduction 

N considering what I should say in the course of 
ls address this morning, I have come to the view 

that I am bound to be almost entirely empirical 
in my approach. Businesses differ so much one from 
another, and a person's own knowledge of manage- 
ment, and of the use of accounting by management, 
is necessarily drawn from so 
limited a part of the whole field 
that it would be unwise, and in- 
deed unwarrantable, to argue 
from one's particular experience 
to general propositions. Accord- 
ingly, the best I believe I can 
do is just to outline what I have 
observed in the particular fields 
of experience with which I 
myself have been concerned. 

Of course, the fact that this is 
the best I think I can do demon- 
strates very clearly that a need 
exists for scientific study of the 
whole question of the use made 
by management of its accounting 
services. What I can offer you . 
today is really very little, whereas , 
all the experience which has been 
accumulated in this country 
over the last thirty years, and is 
still being accumulated at a rapid 
pace every day, would amount to 
something quite substantial ifit . 
were all put together. It would 
be a great contribution to in- 
dustrial and commercial management, if the use 
made of accounting could be the subject of a wide 
and scientifically directed study, so as to determine 
over the whole field, and not just within the limited 
experience of a few enthusiasts, whether any general 
principles exist or can be derived. Until that is done, 
we must be content to rely, for what it is worth, on 
the unrelated reporting of individual experiences. 

But while I would hope that the time will come 
when such a study can be undertaken by or on behalf 
of the accounting profession, or perhaps by an outside 
body altogether, there is some risk that, if the study 
were undertaken by people of. predominantly 
academic outlook and without practical experience of 
management, it might prove to Ве of little value. 
I am not, of course, suggesting that no ome can 
observe a process, and thoroughly understand it, 
from outside — that is manifestly absurd. But if such 
a study is to be undertaken, I would think that an 
An address delivered at the tenth summer course of The 
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understanding of management processes and- manage- 
ment thinking is quite essential- otherwise, the 
point of much that is done will be missed. 
.. Meanwhile, until such a general survey has been 
made, any dissertation on this subject, of the use 
which management makes of accounting, must 
necessarily be almost entirely personal. Many will 
: probably disagree with the in- 
ferences I shall be drawing 
or with the relative significance 1 
shall attach to the different 
matters I am going to deal with. 
But while I feel I ought to 
apologize in advance for talking 
about my own personal experi- 
ences, I think that I would owe 
you an even greater measure of 
apology if I were to attempt to 
lay down general principles or 
offer general guidance on a 
foundation no wider than my 
own individual point of view. 

I therefore propose to take 
you through the three principal 
phases in my industrial life 
since I left the practising side of 
the profession in 1930, and to 
give you a thumbnail sketch of 
the part accounting came to 
play in the management of these 
three very different types of 
business activity. 

And although what I shall be 
| saying lacks the authority that 
would be possessed by a scientific survey of the whole 
field, 1 hope that it may be of some value to those of 
you who are in practice and are or may be faced with 
the task of advising your clients on ways in which 
accounting can be made to help their managements; 
the circumstances of your cases will probably be 
widely different from those I shall be talking about, 
but what I say may give you a line, or at least provoke 
you to thought. And I hope that, to those of you who 
are in commerce and industry, my remarks may not 
be entirely valueless; since, although there may be 
little in them that is new to you, it may help if you 
find that your own problems and experiences are met 
with elsewhere. 


Light Engineering 
„Му first incursion into industry was into light 
engineering. At the time I joined the business it 
» was a wholly-owned subsidiary of: an American 
company and merely sold what was produced 
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: in the United States. However, within a year, 


a decision was taken to build an English factory 
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‘and to manufacture the product in this country. . 

Here was I; then, virtually straight from the 
practising side of the profession, confronted with the 
necessity and the responsibility for installing the 
factory accounting in a virgin field and for providing, 
“as I was told, ‘the costing system’. I had not had 
any experience of factory accounting before, and all I 
knew about costing was what I had learnt in studying 
for my examinations ànd what I had seen of costing 
for stock valuation purposes in the course of audits — 
I suppose I was in much about the same position as 


. many of you who are in practice, except that our 


general knowledge of accounting now is twenty-five 
years further ahead than it was then. But I confess to 
wondering a great deal just what it was I was 
expected to do, because the factory was only engaged 
in making one main product, in three (later four) 
different models, for sale at prices predetermined by 
commercial considerations. For the life of me, I did 
not see what was the value of continually costing 


.these products simply as such. . 


Now I was fortunate in having acquired, quite 
fortuituously, four considerable advantages. Firstly, 
as I have said, the English company was a subsidiary 
of an American company, and I was hande^^on a 
plate a complete dossier on the ассош апр and 
costing system operated by the parent factory. I also 
came across, at what was then the management 
library, ап American text-book (long since out of 
print – and I do not even remember the names of its 
authors) which taught me how costs and accounts 
could, and should, be fully integrated into one 
accounting system. Thirdly, I had the good fortune 
to be put into touch with the chief accountant of 
Morris Engines, at Coventry, who laid bare for me 
his whole method of factory accounting. And fourthly, 
I also had the advantage of observing at first hand 
what had been achieved at the Steel Peech and Tozer 
works of the United Steel Companies in the art of 
using industrial accounting as a vital instrument of 
management. ` 

'The first thing Í learnt from all these sources was 
that, to be of real value to management, the account- 
ing should not be something separate from the costing. 
"ОГ course, I know that, for submitting tenders or 
quotations, costs are frequently compiled quite 
separately from the accounts, but these are no more 
than estimates. Fortunately for me, I do not need 
nowadays to stress the need for unity of costing and 
accounting, because a great deal of attention has 
already been drawn to it, especially since the war, 
and not least in the two Institute publications 


Developments in Cost Accounting! (published in 1947). 


and Standard Costing? (published in 1956). 

costing of all products and processes should emerge 
automatically in any good and comprehensive 
system of industrial accounting, and I would go so 


far as to say that, if one ever hears any talk about, 
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the need for reconciliation between the accounts and 
the costs, then there must be something wrong, and 
management cannot be getting the best value out of 
either. There should be no need for any reconciliation, 
for the costing should be part and parcel of the 
accounting. 

The. next lesson I only learnt gradually, as I came 


-to observe the use made of our accounting in the 


management of the company. After a while, it 
became. apparent that the costs of this one product 
in its four different models came out more or less the 
same each month, so I began to wonder what was the 
point of all the detailed dissection of wages and 
control of materials and tabulation of other costs 
that went on to produce these figures. And it was 
only slowly that I came to realize that the final 
calculation of the costs of each product month by 
month was not the point at all, or at any rate not the 
main point of all this activity. We had a very en- 
lightened works manager at the time, and I came to 
realize, bit by bit, that he was using his figures, not for 
the purposes of knowing how much this, that or the 
other cost, but for the purpose of controlling what 
went on in all the various departments ih his works — 
whether the people employed in each shop were 
working efficiently or not; whether they could be 
encouraged to work harder by bonus payments; 
whether the foreman or chargehand was exercising 
his responsibility efficiently and aiming at completing 
his part of the production process at the lowest cost; 
whether the right quality of material was being 
bought; whether material was being carefully or 
carelessly cut; whether a given process in the factory 
occupied too great or too small a space, or took too 
long a time; and so on and so forth. 

But I do not mean to convey that the product costs 
were not referred to at all. They frequently were, 
and particularly the costs of individual parts or 
component assemblies. These were examined princip- 
ally with a view to determining whether the parts 
or assemblies should be made in the factory or 
bought outside. From this another lesson emerged; 
and that is that you cannot simply compile the total 
cost of any product out of its prime cost and indirect 
cost elements, put a double line under the total, 
and say that is that. From the point of view of 
management, the cost in any given time will vary 
greatly depending upon the particular decision that 
is under consideration at the time. If management is 
considering whether it would be cheaper, say, to 
buy outside something which is at present made 
inside, it is of little value for management to compare 
the price quoted outside with the total cost inside, 
including full overheads -- because, if the outside 
price is cheaper and you decide to put the work out, 
you may be faced with a continuation of the internal 
overheads in any event, and if you are, then in the 
final analysis you may be paying out more money 
than if you continue to do the work inside. So this 
third lesson amounted to this — that, to be of help 
to management, accountants must not'take too rigid 
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a view of costs. About the only time management. 


want total costs, inclusive of everything and ruled off 
with the double line underneath, is for fixing prices. 
On almost every other occasion, management is 
wanting to compare the cost of continuing to do this 
with the cost of. doing that instead; and on those 
occasions, all management is interested in is the costs 
that will vary one way or the other as a result of 
their decision. Consequently, the cost information 
made available by the accounting system should be 
intelligently devised to suit the circumstances of each 
particular case for which it is required by manage- 
ment. Unless that is done, accounting cannot be an 
aid to management, but only a hindrance. 

And finally I came to realize that the balance sheet 
of a business whose accounts were kept on modern 
lines was of very little value or help to the manage- 
ment. We certainly prepared a balance sheet each 
month for sending to the parent company in America. 
And that is the point, I think. A balance sheet can be 
of value to someone outside the business; but to 
those who are managing the business, it is no more 
than its name implies – a sheet of balances. There is 
nothing in it that is not, or should not be, known to 
management long before the balance sheet is ever 
drafted. For instance, one does not need a balance 
sheet to tell one what the cash and bank balances are; 
nor that receivables represent (say) forty-two days' 
sales, or whatever the period is;.nor that the stock- 
in-trade represents so many months' business; nor 


what the ratio of turnover to capital employed is; and . 


so on. So that, whatever value a balance sheet may 
have to persons outside the business, it has little or 
no value, in my limited experience, as an aid to 
management. 
; Pottery 

The second phase of my industrial experience took 
me into the pottery industry and provided a marked 
contrast to the tough go-getting American atmosphere 
of the first phase. J 

The business I entered was of a type with which 
many of you in practice must be familiar. It was a 
family business of long standing, and was owned and 
directed by the last surviving member of the main 
branch of the family tree – а man who saw industry 
as something much more than producing, selling, 
and making money. He saw it as a human group for 
which, by inheritance rather than by choice, he had 
been made- responsible. I think he regarded his 
business and its eight factories much in. the same 
way as a squire would have regarded his estates and 
his tenantry. He had no desire to expand, or embark 
on new ventures. All he wanted was tp keep it in good 
repair; and as long as the business continued to,make 
' а profit, however small, he was satisfied with that 
aspect of its affairs. It is no secret that, while it was a 
private company, it several times passed its ordinary 
dividend; and there was even a year before the First 
World War when the family paid money into the 
business in order to pay dividends to the preference 
shareholders, who were partly related to them and 
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partly employed by them. Eventually, in the middle 
19308, some new blood was introduced into the 
business. The company was launched as a public com- 
pany soon afterwards and has never looked back since. 

The products made at the eight works of the 
business comprised a multitudinous variety, including 
not only fine china and earthenware, but chemical 
stoneware and industrial porcelain in addition to a 
whole range of stoneware and fire-clay products. 
This in itself provided a tremendous contrast with 
the production of only one article in four varieties. 
Also, it was based on the use of relatively cheap 
raw materials — sometimes one almost thought hardly 
worth keeping track of at all. Also, it was an industry 
that at that date had hardly adopted clerical methods 
at.all; for example, it is interesting to recall that it is 
not so long ago that stock-taking was often done by 


.visual estimation of how many basketfuls of ware 


were thought to be in this or that warehouse. 

Nevertheless, it was found inevitable, in the 
evolution of the firm from its almost feudal state to 
the stature of a strongly competitive business, to 
install a modern industrial accounting system. With 
the multiplicity of products that formed the output 
of the business, it was natural that methods had 
existed for many years past for estimating the cost of 
each product in order to fix its selling price. But 
there had never been any attempt to work into the 
accounting all the assumptions made in compiling 
those estimates — assumptions as to the quantity and 
quality of materials and Бов required on each piece 
of ware produced. Accordingly, not only was there no 
automatic check on the estimates — and so for all 
any one knew the prices fixed on the basis of those 
estimates may not have been the right ones – but 
there was no check on the departmental managers 
concerned to see whether they were incurring 
higher costs than they should have done or not. 

It was, therefore, necessary to evolve a fairly full- 
scale standard costing system for expenditure. And 
I deliberately said 'fairly full-scale', because we did 
not go perhaps as far as we should have done in 
predetermining standard costs for every single 
product. We used averages a great deal, based on the 
size and weight of each piece, and I am not sure 
that it was really enough. But a system was 
evolved which satisfied our basic need, and disclosed 
for control purposes, and also for checking estimates, 
the cost of each stage in the process of production. 
It also enabled departmental managers to be held 
accountable for the expenditure which it was within 
their power to control by ensuring a proper division 
between fixed costs which were outside their control 
and variable expenditure which it was within their 
power to influence. There was, as you can appreciate 
from this description, nothing particularly revolu- 
tionary about this system. But it was a new thing for 
the industry at the time, and was a good example 
(despite the averaging) of how a standard cost 
system of accounting does work. For that reason, I 
suppose, it came to be adopted as the basis of the 
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‘flow chart’ published .in the Institute booklet 
Developments in Cost Accounting, to which I have 
already referred, and I атп glad to see it has been 
reproduced this year in amended form in the 
Standard Costing booklet. ` 

But although accounting for the expenditure side 
of the profit and loss account was thereby fairly well 
developed, we made no headway with revenue 
- budgeting. It was a relatively easy matter for the 
business I had been in, in the light engineering 
industry, to forecast the probable demand for its 
products from year to year. But when it came to 
pottery and the great variety of it, the view was held 
that the forward estimation of sales in detail was too 
difficult, if not impossible, and in any case valueless. 

But forward budgeting of sales is not only an 
accounting exercise. If properly developed, it can be 
a real aid to management. I remember the late 
Frederick de Paula— who was one of the notable 
pioneers in the development of accountancy as an 
aid to management in this country — telling me of the 
difficulty he had once had in persuading the sceptics in 
the Dunlop Rubber Company that they should budget 
ahead for the revenue they expected to get from, 
for instance, the sale of mackintoshes and hot-water 
bottles. He was met with the perfectly understandable 
view that it was impossible to forecast whether the 
summer, was going to be wet or dry, and, therefore, 
whether mackintoshes would sell or not; similarly, no 
. one knew how cold the winter would be and whether 


there would be a rush for hot-water bottles or not., 


But the point is that somebody in the factory has got 
to make up his mind in advance as to how many of 
these different products are to be made, however 
much the commercial people may be unwilling to be 
tied down to an estimate of sales when factors outside 
their control can so seriously influence the volume 
of business. And an informed estimate by a com- 
mercial manager in touch with the market is, always 
very much better than a blind guess by a factory 
manager. 

As I have just said, some estimate of probable 
demand is required in any case by the production side 
. of a business. So that sales budgeting is needed on that 
accountanyway, even iftop management or commercial 
management do not see much value in it. Because 
the fact of the matter is that, if a business does not 
consciously try to forecast the demand for its products, 
then it just works by hunch. And although some 
people may be good at hunches, most people are not; 
and I do not believe anyone can have the luck to be 
consistently good at hunches all the time. 


Air Transport i 
The third phase covers my work in B.O.A.C. and 
brings us right up to the present tinie. Here we enter 


the field of civil aviation, or the air transport, 
business. And I like to use the word ‘transport’: 


because, although many people refer to this new 
field of activity as aviation, it i» still transport. All 
that differentiates it from other forms of transport is 
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the medium in which it operates and the pace of its 
technical development. Air transport, besides being 
transport, is also a business. From a management 
point of view it is not basically dissimilar from any 
other business, though the productive and the 
commercial processes are considerably different in 
detail. Although it has its own unique problems, so · 
has any other business, it is no more different from 
another business than pottery is from light 
engineering. If it is more difficult to manage than 
most, that is not because of anything intrinsically 
difficult about air transport itself, but because it 
operates internationally and has become the subject 
of much inter-governmental regulation. 

I joined B.O.A.C. at the turn of the half-century, in 
January 1950, and I would like for a moment to try 
and recapture the circumstances of the Corporation 
at that time. Sir Miles Thomas had taken over the 
chairmanship six months before. It was an under- 
taking which had been built up to employing some 
24,000 people. From 1939 until 1946, B.O.A.C. had 
been operating on a deficiency grant basis, under 
which the Government footed the ЬШ. In such | 
circumstances, it was inevitable that the essentials 
of business control, which had been developed before 
the war by Imperial Airways and British Airways, 
should have been almost entirely lost. Then from 
1946 to. 1949, development had been rapid and the 
main concern of management had been the sheer 
problem of remounting peacetime operations, mainly 
with uncompetitive aircraft. The financial control of 
the business had not been a top priority. So it was 
that, when Sir Miles took over in the latter part of 
1949, he found himself responsible for a -business 
which, for example, did not know its break-even 
point overall, let alone route by route. Its accountancy 
system was far removed physically and mentally both 
from the management and from the facts of air 
transport operation. There was forward economic 
estimating, bravely undertaken; but there was no 
budgetary control system as understood in industry. 

It was a kind of situation, admittedly in an un- 
familiar industry and in the special circumstances of 
Government ownership, which in many other 
respects any one of you in practice might be called in 
to advise a board about. 

Fortunately, under the direction of Sir Miles 
‘Thomas, we were able to change the whole picture in 
a relatively short time. 

Almost the first thing we did was to develop break- 
even figures. We found that it would have been 
necessary in 1947 for our aircraft to have been 115 
per cent full all the time, in season and out of season, 
for the business to break even, and that in 1949 
this had been brought down to 9o per cent. We also 
came to accept that in the operation of scheduled 
services, which have to go whether there are passengers 
or not on a particular day, it was impossible to 
reckon on aircraft being more than 63 or 65 per cent 
full on average throughout the year. This was due, of 
course, to the s&asonal characteristics of most traffic 
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movements — both in terms of times of the year and 
days of the week. This indicated to us, very obviously, 
but so pointedly, that there was no evading it, that 


it was essential for our costs to be brought down 


to a level that permitted us to break even with our 
aircraft no more full, and if possible less full, than 
63 per cent. 

n order to get our costs down, it was, of course, 
though regrettably, necessary to reduce numbers of 
staff. Accounting staff was reduced, like that of any 
other department, but at the same time we had to 

| develop and apply to air transport a full-scale 
industrial accounting system, based on standard costs, 
with detailed expenditure control in all departments. 

In doing this we met with little or no resistance. 
There was at most levels of management a conscious- 
ness that sornething was lacking, that hitherto they had 
not had the means to run the airline on modern busi- 
ness lines. But an important factor in gaining accept- 
ance for this new approach was the removal of many 
af the accounts staff involved from the isolation of 
their ivory tower to the hangars, operations rooms 
and sales offices. In fact, we thoroughly decentralized 
the accountancy and put it at each manager's elbow 
to help him control the activities for which he was 
accountable. We found, therefore, that their handling 
of the information, or for that matter the production 
of the right information at the right time, came to be 
second nature. Nevertheless, the fact that they were 
being provided with an effective instrument of cost 
control for the first time had an almost immediate 
tonic effect on management. 

Another point of interest for this morning is that 
one cannot escape the necessity for the accounting 
to be as detailed as the process for which it is 
accounting. It must conform to what happens in 
practice, otherwise the practical people – the engi- 
neering managers, the operating managers, the station 
managers overseas, and so on — will realize that the 
accountancy is not reflecting what they do nor 
helping them with their problems. It is often said 
that engineers do not think much of accountants. In 
my experience, this is very true — and very justified — 
as long as the accountants fail to reflect in their 
accounting all the various technical factors that an 
engineer knows by instinct can influence his costs for 
better or for worse. And this is what originally led 
engineers to develop cost accounting as something 
separate from financial accounting. But if the account- 
ant takes the trouble to understand the technical 
processes, and to reflect them faithfully in his 
accounts, then the engineer (or the operating man, 
or the potter, or whoever he is) will value the help 
his accountant gives him in doing his "job. 

We also developed, simultaneously, full-scale 
revenue budgeting. I have referred already. to the 
difficulties inherent in forecasting sales of such 
things as mackintoshes and hot-water bottles. I am 
not sure if it is not even more difficult to forecast the 
volume of travel for a year or more ahead. It is not 
only the numbers of people of many different 
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nationalities who will be moving to and fro, and the 
times of the year at which they will be moving, but 
also the proportion of first-class and tourist class 
traffic, the proportion of children, the length of 
stay, and so on. Nevertheleas, we regard the compila- 
tion, of a detailed revenue budget as absolutely 
essential for the successful management of the 
Corporation. And this is not only because it gives us a 
yardstick to measure the actual revenue by, but also 
because the compilation of the revenue budget enables 
top management to check whether sufficient services 
are being provided or not — or, in industrial language, 
to check whether production is properly geared to 
expected demand for the product. 

Now, in case you may be wondering about the 
number of staff needed to produce all this additional 
accounting, it is worthy of record that it was in fact 
produced with a one-third reduction in accounts 
staff. More and better information was made avail- 
able, and made available in two to three weeks 
instead of months, with only two-thirds of the staff 
that we had before. And we were able to do this, 
because we went carefully through all the work that 
the accounts staff were in the habit of doing, and 
ruthlessly cut out everything that was not really 
useful and contributing to good management. In 
fact, we actually discontinued the work of a whole 
department of some hundred and fifty people, 
which we did not consider justified its cost. So that, 
by dropping what was not productive and concen- 
trating on the essentials, our accounting became less 
of a burden and more of an aid to management. 

,. On the question of speed, I mentioned just now 
that we were able to produce information in two or 
three weeks instead of months. It seems so obvious 
that it is hardly worth my making the point, but for 
accounting to be a real aid to management it must 
produce prompt information. And although there 
are many instances where accurate figures are 
essential, there are also many cases where approxi- 
mate information will serve the purpose and can be 
put to good account by management if it is up-to-the- 
minute. For instance, we know at nine o’clock every 
Morning, and put the information on our staff 
notice boards, what our passenger loads have been 
world-wide on the previous day up to midnight. 
Now, admittedly, this is achieved. by a statistical 
trick. But it is accurate to within 4 or 5 per cent, 
the margin of error is reasonably consistent over 
longish periods, and it gives us up-to-the-minute 
trends. Almost more than anything else, it gives us 
the moral fillip of feeling on top of the job – instead of 
the other way about. 

Then, one further point: how frequently should 
accounts and accounting statements be produced? 
This is a difficult question to answer at all precisely, 
since many factors are involved in it. In general, 1 
think that, from the accountant’s point of view, the 
more frequently they are produced, the less of a peak 
load of work there ig in producing them. But from 
the point of view of their help to management, 
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the dominating consideration seems to me to be how 
quickly management action can or should be taken 
to correct or deal with variations from the budget 
as they arise. In many cases once a month is often 
enough, but a higher frequency is sometimes 
desirable. But apart from the practical aspect of 
taking corrective action, the psychological value of 
going over accounts at management meetings, is 
considerable. For this reason we produce route 
profit and loss accounts weekly, and have them 
before us at our management meetings each week, 
although many of our departmental cost variance 
statements are only prepared monthly – ог rather 
each four-weekly period. There can be no hard and 
fast rule. But if I were to attempt to generalize, I 
would say that they must be produced sufficiently 
frequently, firstly to prevent avoidable waste occur- 
ring before remedial action is taken if anything is not 
going according to plan and, secondly, to ensure that 
cost consciousness is continuously maintained by 
Management. 
Conclusion 


Let me now sum up this somewhat discursive 
account of my personal experiences and try to bring 
what I have said into focus. But if I now summarize 
the various points that seem to me to be important if 
accounting is to be a real aid to management, please 
remember what I said at the beginning. I am not 


stating a general proposition or enunciating general . 


principles: I am simply listing my own personal 
conclusions. 

Here they are, recapitulated: 

(i) Accounting and costing are not separate things. 
The costing should be part and parcel of the 
accounting; and the method of accounting 
known as standard costing, and including 
budgetary control, is by far the most effective 
method I know – looked at from the point of 
view of the management being served as well 
as from the point of view of the accountant 
providing the service. 

(ii) The purpose of predetermining standard 
departmental and product costs for budget 
purposes is not only, or primarily, for forecast- 
ing results but also, or mainly, for controlling 
what goes on in the business. 

(iii) The break-down of accounts to departments 
will assist management only if a clear distinction 
is made between the controllable costs and the 
fixed costs for which someone in another 
department may be responsible. 

(iv) The accounting must be as detailed as, and a 
faithful reflection of, the industrial process for 
which it is accounting. If it omits to account for 
any of the technical considerations which 
influence cost, it will soon forfeit the РЕ 
of management. 

(v) The psychological effect of letting senior 
managers have their own accounting staff at 


their elbow: 18 so great,that accounts work ` 


‘should always be decentralized as far аз 
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possible. Even if it seems, or is, more expensive 


to do so, the improvement in management that 


will result will in most cases pay for such 
extra cost as there is, if any. 

(vi) The constituent elements in the cost of a 
product or process, or in the economic assess- 
ment of a project, vary according to the decision 
management has under consideration. In 
general, only those elements should be included 
which can be influenced by the result of the 
decision. This requires in the accountant a 

: flexible outlook and a keen appreciation of 
what management is aiming at. 

(vii) The purpose of budgeting or estimating revenue 
in advance is not only for forecasting results, 
nor even mainly for providing a yardstick to 
measure actual sales by, but it is also, and more 
importantly, for ensuring that planned produc- 

-tion is properly geared to the estimated demand 

for the product. And any properly reasoned 
estimate is more often than not-better than a 
blind guess. 

(viii) The concept of the break-even, point in any 
business, or section of a business, is a valuable 
method of portraying its essential economic 
character. And the trend of break-even figures 
or percentages will quickly reveal any deteriora- 
tion or improvement in its basic economic 
position. 

However valuable to interested parties outside 

the business, a balance sheet is of little value 

to internal management, and as little accounting 

„effort as possible should be spent on its 
compilation – that is to say, on compiling it 
more frequently than it is required by share- 
holders. 

(x) Speed in producing accounting reports and 
estimated figures is a top priority, not only for 
the use that can be made of them if they are 
available at an early date, but also for the 
psychological and disciplinary value of prompt- 
ness itself. Speed of production to management 
is greatly helped by decentralization of the 
accounts work. 

(xi) Accounts and reports should be produced 
sufficiently frequently to prevent avoidable loss 
occurring and to maintain cost consciousness 
continuously throughout the organization. 

(xii) Better accounting – that is, accounting that is of 
more value to management ~ does not neces- 
sarily require more staff. But it does require, a 
careful assessment of what accounting work 
is really necessary. 

That summary brings me to the end of my formal 
address. All through what I have said, I have 
deliberately avoided getting involved in the question 
of what methods accountants should employ to 
achieve these requirements. I have done so because a 
great deal has been written and said during the last 
few years about the techniques used in industrial 
accountancy. 'Fhere are not only the two Institute 
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publications I have already referred to, but there 
have also been many articles appearing from time to 
time in The Accountant and written by eminent 
members of our profession. I felt that there was little 
I could add to these authoritative contributions. 
But I also felt that, having as an accountant en- 
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deavoured over many years to give management 
what it wanted and being now actively engaged 
myself in executive management, it might be more 
helpful to you if I directed your thoughts to what 
management wants or does not want rather than to 
how it should be done. 


WEEKLY МОТЕЗ 


The Institute of Chartered Accountants 

in England and Wales 
The President, Mr A. S. H. Dicker, M.B.E., F.C.A., 
the Vice-President, Mr У. H. Lawson, C.B.E., B.A., 
F.c.A., and members of the Council of The Institute 
of Chartered Accountants in England and Wales, 
gave a luncheon last Tuesday in the Hall of the 
Institute. 

Among the guests were the Lord Mayor of 
London, Sir Cuthbert Ackroyd, Bt. Sheriff Sir 
James Miller; Sir Irving Gane (City Chamberlain); 
Mr C. F. Glenny (Chief Commoner); Mr E. H. 
Nichols (Town Clerk); Mr W. E. Sykes, M.C., J.P., 
F.C.A. (Chairman, Coal, Corn and Finance Com- 
mittee of the City Corporation); Mr R. S. Walker 
(City Surveyor); Vice-Admiral T. B. Drew (Lord 
Mayor's Private Secretary); Mr William T. Boston 
(Swordbearer); Commander J. R. Poland (Common 
Cryer and Serjeant-at-Arms); and Colonel J. Hulme 
Taylor (City Marshal). 


'The Fiscal Half-year 

There are no great surprises in the outcome for the 
first half of the fiscal year. Total ordinary revenue 
up to the end of September was £1,933 million 
compared with £1,817 million at the same time last 
year. There are some indications of buoyancy in 
income tax receipts for they have exceeded the per- 
centage of the full year’s estimate which they achieved 
at the same date in 1955. | 

Expenditure over the half year comes out а: 
£2,269 million compared with £2,035 million for the 
same half of the previous fiscal year. The ordinary 
deficit works out therefore at 2336 million which 18 
an increase of £219 million over the level at the same 
date last year. Supply spending was growing faster in 
the six months under consideration than it should 
have been doing over the year as a whole, and of 
course it is possible that further outlay owing to the 
Suez crisis may further increase defence expenditure. 
The cost of servicing the National Debt 1s running 
ahead of calculations because of the high level of 
interest rates. 

In contrast, capital payments are running below 
estimate. There has been a sharp fall‘in the issues by 
the Public Works Loan Board, giving a net deficit 


below the line for the first half of the year of £179" 


million compared with £320 million a year ago. 
Overall therefore, the deficit on the half-year's 
accounts was 515 million compared with £538 
million in the first half of the last fiscal year and com- 
pared with £363 million for the fulb year 1956-57, 


before allowing for the Chancellor's economy cuts of 
£100 million. 


Control of Long-term Car Hire 

When the enormous development of hire-purchase 
of such things as television sets and electrical 
domestic equipment was checked by the imposition 
of high minimum deposits, the trade found a way out 
by substituting pure hire for hire-purchase. This was 
countered in time by an Order which required the 
first nine months' rent to be paid in advance. The 
motor-car' and motor cycle trade is now going 
through a similar process. The imposition of a 50 per 
cent minimum deposit last February had a serious 
effect on car sales, and in recent weeks there has 
been an immense spread in long-term car hire con- 
tracts which are not, technically at any rate, hire- 
purchase contracts. The Board of Trade have now 
met this by the Control of Hiring (Vehicles) Order, 
1956 (S.I. 1956, No. 1499), which came into force 
on Monday. It requires payment in advance of the 
whole of the rentals for the first nine months of 
hiring agreements of cars, light goods vehicles and 
motor cycles, whether new or not. Vehicles carrying 
twelve or more passengers, goods vehicles with a 
payload of more than 30 cwt., taxicabs, ambulances 
and invalid carriages are excluded. 

It is understood that the trade is meeting this new 
control by extending the hire period from two to 
three years. By this means the rise in the initial pay- 
ment will be from something like 16 per cent to some- 
thing like 30 per cent, which is still well below the 50 
per cent minimum for hire-purchase. Perhaps the 
most astonishing part of the whole business is the 
eagerness of large numbers of impecunious people to 
accept heavy and prolonged financial burdens in 
order to bring still more cars on to our already 
overcrowded roads. 


Cheaper Atomic Power 
Addressing the International Bank for Reconstruc- 
tion and Development last week, Sir John Cockcroft, 
director of the Atomic Research Establishment at 
Harwell, said that by 1965 this country hoped to be 
building atomic power stations at a capital cost close 
to that of coal-fired stations. ЈЕ these hoped-for 
capital economies could be achieved as well as certain 
savings in fuel costs, through re-cycling uranium fuel, 
the cost of nuclear power in the United Kingdom 
should actually fall below costs for coal-fired stations 
by the middle of the 1960s. It is apparent from this 
and also from previous statements, that the rate of 
progress in the development of atomic power for 
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industry has been much пая on the engineering 
side than had been 
Even given the A of the hopes that pro- 
. gress in nuclear engineering is taking place at a much 
more rapid pace than expected, there is little likeli- 
hood of nuclear power replacing coal in generating 
stations to any extent in the next decade or two. At 
least until the middle of the 1960s all possible speed 
will have to be made. with coal-based, oil-based and 
atomic energy-based power stations to keep up with 
the anticipated rate of industrial expansion which 
_ will translate itself into a rising demand for electric 
power. The limiting factor for the next decade is the 
total national capital expenditure budget and the 
way in which priorities will-be arranged within it. 
These will be the deciding factors on the develop- 
- ment of the electric power industry. 

In another ten years it is likely, however, that the 
emphasis on the cost side will have changed. At 
the moment, the electric power industry faces the 
prospect of dear coal and cheaper nuclear power. 
Ten years hence it may also be faced with dearer 
oil. Whatever may be the general level of costs in 
this country in the middle 1960s, geological factors 
continue to work in favour of nuclear power, for 
both coal and oil are becoming increasingly difficult 
to extract. 

Drop in Output 

According to the official index of production, the 
provisional estimate of industrial output in August 
18 between 115 and 116 (average 1948 being equal to 
100). This figure may be compared with 126 in July 
and 118 in August 1955. Since the August bank holi- 
day this year was later than a year ago, there may 
have been a tendency for all holidays to have been 
pushed back. If this was so, there thus can have been 
little difference in the rate of output between August 
and thé same time last year. 

Production seems on the whole to be remaining 
fairly steady despite the continued reports of diffi- 
culty in the motor vehicle industry. The overall 
stability hides certain divergent trends, however, 
for there has been a fall in the output of manufactur- 
ing industry which has been offset by higher produc- 
tion in building, coal-mining and electricity. There 
has also been a fall in consumable durable goods 
which has been counteracted by an increase in 

' activity in consumer non-durables. It seems likely 
that the fall in consumer durable goods is being 
taken up fairly satisfactorily by an increase in capital 
equipment and exports, although the expansion in 
consumer non-durable goods persists. 


Civil Engineering Work Abroad | 
No matter how the level of civil engineering con- 
tracts are measured, this country’s overseas orders 
"аге buoyant at present. Those won in the year ended 
March 31st, 1956, increased on the previous yedr 
by 52 per cent; based on the estimated value of 
work done in the year, compared with the one before, 
the increase was 25 per cent; and measured by the 
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value of work outstanding at that time it was 67 per 
cent. It is apparent from these figures that there has 
been a considerable build-up. of work to be com- 
pleted in the next two years. Contractors have, in 
fact, about a full year's work outstanding in overseas 
areas except in the dollar area. Even there, however, 
there has been a large increase in turnover. The value 
of work in hand rose from {4-7 million to {15-7 
million as between March 1955 and March 1956, 
an increase of 334 per cent. Over that period, work 
in the Commonwealth as a whole accounted for over 
7o per cent of work carried out and contracts obtained. 

Тће main black spots at the moment are Australia 
and Rhodesia. At present the large programme of 
building and civil engineering contracts in Australia 
is not being reflected in a corresponding increase 
of British contracts, while in Rhodesia the recent 
failure of British contractors over the Kariba scheme 
is well known. In contrast, British contractors 
continue to do well in colonial territories and British 
engineering firms are also well represented in the 
Middle East, especially in Iraq. 


End of U.S. Productivity Óffice 


After eight years activity and the expenditure of 
£6 million, the U.S. Productivity Office has formally 
closed down. The office's eight-year programme of 
American technical assistance to British industry 
and agriculture will be remembered, probably above 
all else, for the sixty-six British productivity teams 
which visited the United States between 1949 and 
1952 under the auspices of the Anglo-American 
Productivity Council. 

Another well-known activity was the Conditional 
Aid Programme under the United States Mutual 
Security Act of 1952. The object of this programme 
was to encourage higher productivity in industry 
and agriculture and this work included the develop- 


‘ment of technical advisory services in industry. It 


also maintained a revolving loan fund to finance 
short-term loans to industry. These were particularly 
for small companies wishing to re-equip or reorganize 
themselves. À similar fund for farmers was estab- 
lished to enable them to occupy small or medium 
sized holdings to buy machinery for their own or 
neighbouring farms. 

The agricultural work involved the organizing of 
7,500 tours for the 357 demonstration farms in- 
cluded in the Grassland Management Scheme. 
Nearly as many other kinds of tours also were 
organized and an estimated. total attendance of 
126,700 was claimed for these agricultural activities. 
The technique,of sending productivity teams to the 
United States was also carried out in agriculture 
and American consultants were imported and 
attached to British universities and colleges. ` 

In brief, the work undertaken by this organization 
for productivity has been both extensive and imagina- 
tive. It may yet prove to have been one of the most 
powerful catalysts in industrial and agricultural pro- 
ductivity in thedecade immediately following the war. 
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- REVIEWS 


_ Renold Chains 


A History of the Company and the Rise of the. 


Precision Chain Industry 1879-1955 
. by Basil H. Tripp 
(George Allen & Unwin Ltd, London. 215 net) 


When Hans Renold was 21 years of age his Parisian 
employers said of him in a testimonial... ‘We аге 
sure that M Hans Renold will do a real service to 
mechanical engineering’. They might certainly have 
claimed to be numbered among the prophets, for 
it was this young man who, in 1879, with one machine- 
man and a boy, laid the foundations of the first of 
three great competing businesses – Hans Renold Ltd, 
Brampton Bros. Ltd, and the Coventry Chain Co 
Ltd — which, after many years of rivalry, merged 
in 1930 to become the largest precision chain and 
chain producing organization in the world, now 
known as Renold Chains Ltd. 

The history of this great undertaking, as told by 
Mr Basil Tripp, is an absorbing one. On the one 
hand there is the story of outstanding technical 
achievement and the tremendous contribution to 
the development of the cycle and motor industry, 
industrial engineering, 
made by inventions enabling the chain drive to be 
used for power transmission. On the other, it is.a 
history of persons and human relations. Neither is 
complete in itself and as the narrative proceeds, we 
get interesting sidelights on British industry as a 
whole during the period. 

АП three companies have always had in their 
service men wbo were not only experts in their 
own field but held progressive views on management 
and the treatment of employees. The name of Renold 
is outstanding in this connection. When in 1896 Hans · 
Renold introduced a forty-eight hour week and a 
works canteen, he was far in advance of his time. 
А single-storey modern factory, with good lighting 
and ventilation and playing fields close at hand, was 
a comparative rarity when he built one outside 
Manchester in 1906, and the formation of a personnel 
department, with a scheme corresponding to the 
‘job-evaluation’ and ‘merit-rating’ well known today, 
was an innovation in 1910. Later, joint meetings of 
shop stewards and management were regularly held, 
and in 1922 a а а was formally 
adopted. 

А leading part in all these devel pments was taken 
by Mr C. G. Renold, now Sir Charles Renold and 
chairman of the company. He became a director in 
1906, and when, after the last war, the British Institute . 


of Management was formed, he was asked to become -- 


the first chairman, a recognition of the co aye 
reputation for successful management as a ве 

personal tribute. He retained the chairmanship. unti 
1951, when he became the first* vice-president of 


military and .civil transport, . 


that Tostituté; In the meantime, hisservices to manage- 
ment and progressive ideals and practices in industry 
had been recognized by the conferment of a knight- 
hood in 1948. - 
^ The story of the ties companies which now 


` form the great concern of Renold Chains Ltd, their 


growth and many inventions, their work in two great 
wars, and the way in which they attacked their 
difficulties, is a heartening one; it is a story of 
invention and efficiency directed by vision. Before 
1914, we are told, a costing system had been installed 
by Hans Renold which ‘could stand the scrutiny of 
a modern cost accountant'. Јп 1946, Mr У. 5. C. 
Tully, c.B.E., a chartered accountant, was appointed 
tó the new post of general administration manager; 
eighteen months later he became a director, and in 
1953 was appointed deputy managing director. -The 
system of management and the principles on which 
it 18 based are described in Sir Charles Renold's 
book joint Consultation over Thirty Years, and it is 
clear that the foresight and enterprise of the founders 
are not lacking today and that their ideals are still 
being carried out. The book contains a number of 
excellent photographs. 


Building Societles Year Book, 1956 
(Franey & Co Ltd, London. 282 64 net) 


This comprehensive work of reference, which is the 
official handbook of the Building Societies Associa- 
tion, gives details of the 364 members of the Associa- 
tion and of the 797 building societies operating in 
Britain, Northern Ireland and. the Republic of 
Ireland. 

A new departure amongst the regular features of 
the book is the provision of comparative figures for 
a three-year period showing total assets, in the case 
of societies with funds over half a million pounds, and 
current percentages of reserves, liquid funds and 
assets. Total assets of all societies at the end of 1955 
at £2,063 million showed an increase of £196 
million on 1954. This increase represented 10:5 per 

- cent , compared with a 14 per cent increase in the 
previous year. 

Figures show that although -withdrawals were 
£65 million more than in 1954 and reached a record 
of £285 million, this impact of the ‘credit squeeze’ 
was softened by a substantial increase in new invest- 
ments and deposits. A record total of £429 million 
was placed with building societies, with the result 
that, although depositors’ balances fell by £5 million, 
there was an increase of £195 million in shareholders’ 
-balances. 

The continuing rise in building costs and the 
maintenance of the price level of existing houses is 
reflected in an increase from {1,056 to {1,151 in 
the average advance on new mortgages to house 
purchasers during 1955. ` 


Schedule A Tax: Its Assessment and 
Collection 


by Donald L. Forbes, F.C.A. 
(Fourth Edition) 

(Gee & Co (Publishers) Ltd, London. 15s net) 
When a text-book runs into its fourth edition in the 
space of twenty years there is clearly a demand for 
it and it may fairly claim to be well established. Тће 
timing of the new edition of Mr Forbes' book 
indicates acceptance of the fact that the basis of 
Schedule А tax is likely to remain, at least for some 
time, unaltered, while the recent revaluation of all 
properties for rating purposes makes probable an 
early and extensive reassessment of owner-occupied 
properties for the purposes of Schedule A. 

It seems doubtful whether any matter connected 
with Schedule А has been omitted from Mr Forbes' 
book, but the results of his diligence lose something 
by the arrangement of the chapters, which do not 
follow any very recognizable pattern. Furthermore, 
desirable though it is that a book on a specialized 
legal subject should be a complete record of all the 
relevant law and practice, it seems possible that in 
this case nothing would have been lost by rather more 
concise treatment; for instance, the desirability of 
citing parliamentary questions and answers verbatim 
is perhaps doubtful. The book is well spiced with 
examples which do much to make clear the practical 
incidence of Schedule A assessment. | 


Economic Commentaries 
by Sir Dennis Robertson 
(Staples Press Ltd, London. 16s net) 

Economics is undoubtedly one of the most difficult 
of subjects for the lay reader to understand. Any book, 
therefore, which can provide such a reader with some 
understanding of the basic economic issues of the 
present time is to be welcomed, more particularly 
when the author writes so pleasantly and easily as 
Sir Dennis Robertson. His latest book consists of a 
series of papers and essays written during the years 
1952-55. They are divided into two parts: Part I 
consists of four essays which discuss issues that in 
recent years have filled the pages of the learned 
economic journals. | 

. For the reader who wishes to know what econo- 
mists write and talk about, these essays should prove 
particularly enlightening, even if at the end of it he 
should begin to wonder what relevance they have to 
the more everyday problems which are discussed in 
Part II ~ 1һе larger part of the book. Topics dis- 
cussed here are the sterling area problem, inflation 
and wages. Тће exposition is clear and can be 
followed quite easily by the intelligent reader. 


The Measuring of Work in the Office 
This book, a review of which appeared in our issue 
of September 8th, was prepared by the British 
Institute of Management in conjunction with 
members of the Office Management Association. 
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RECENT PUBLICATIONS 


STATISTICS AND THEIR APPLICATION TO COMMERCE, а new 
11th edition, by А. R. Пегвіс, M.sC.(ECON.), B.COM., F.I.8. 
xii + 401 pp. 8& X 5%. 25: net. H.F.L. (Publishers) 
Ltd, London. ly t 

RETIREMENT AND OTHER ANNUITIES UNDER THE FINANCE ACT, 
1956, Current Law Guide No. 12, by Н. G. S. Plunkett, 
Barrister-at-Law, and G. А. Hosking, F.LA., A.T.LI., 
F.8.8., F.L8., УШ + ІІІ pp. 8 X s. gs 6d net. Sweet & 
Maxwell Ltd, London; Stevens & Sons Ltd, London. 

Tue 1956 Income Tax LzcisLATION, by А. S. Silke, 
M.COM.(HONS8.) (САРЕ TOWN), С.А.(8.А.). 150 pp. 94 X 6. 
Juta & Со Ltd, Cape Town; Sweet & Maxwell Ltd, 
London. 42: net. 

SraATER'S MERCANTILE LAW, 13th edition, by Lord Chorley, 

' M.A., Barrister-at-Law, and O. C. Giles, LL.M., Barrister- 
at-Law. xlv + 466 pp. 9 X 54. 30s net. Sir Isaac Pitman 
& Sons Ltd, London. 

“TAXATION? Key TO INCOME Tax AND Surrax, Finance 
Act, 1956, edition, edited by Ronald Staples. 223 pp. 
84 X 54. 10s net; 10: 5d post free. Taxation Publishin; 
Co Ltd, London. - ' 

Tue Law or Stamp Поттез (ALPE), 24th edition, by Peter 
E. Whitworth, B.A.,  Barrister-at-Law, and James 
Mackenzie, of the Office of the Controller of Stamps, 
Inland Revenue. lxiv + 525 pp. 9 X 5%. 555 net. Jordan 
& Sons Ltd, London. ' 

CHALMERS' MARINE INSURANCE ACT, 1906, by the late Sir 
Mackenzie D. Chalmers, K.C.B., C.3.1., sth edition, by 
J. Milnes Holden, LL.B., PH.D., A.1.B., Barrister-at-Law, 
and C. B. Drover, A.C.1.8., A.I.B. liv + 221 pp. + 26 pp. 
index. 8$ X sf. 455 net; 47s by post. Butterworth & Со 
(Publishers) Ltd, London. f 

THe Law or Stamp Duties, second edition, by J. G. 
Menroe, B.A., Barrister-at-Law. xxiv + 214 pp. 10 X 6. 
27s 6d net. Sweet & Maxwell Ltd, London. 

CHORLEY & TUCKER'S LEADING CASES ом MERCANTILE LAW, 
supplement to third edition, by Lord Chorley, M.A.,- 
Barrister-at-Law, and O. C. Giles, LL.M., Barrister-at- 
Law. iv + 20 pp. 84 X 5}. 3s post free; complete work 
18s 6d net, postage rs 6d extra. Butterworth & Co 
(Publishers) Ltd, London. 

Tax PROBLEMS oF THE FAMILY Company, by Milton 
Grundy, M.A., Barrister-at-Law. x + 173 pp. 7 X 5. 
17s 6d net. Sweet & Maxwell Ltd, London. 

Orrick WORK AND AUTOMATION, by Howard S. Levin. 
xvi + 203 pp. 9 X 6. 36s net. John Wiley & Sons Inc, 
New York; Chapman & Hall Ltd, London. 

THe New Provisions RELATING TO PROFITS ТАХ as con- 
‘tained in the Finance (No. 2) Act, 1955, and the Finance 
Act, 1956, by Arthur Rez, B.COM.(LOND.), F.R.RCON.S., 
К.А.С.С.А. 12 pp. 84 X 54. 2s 6d net. Barkeley Book Co 
Ltd, Stanmore, Middlesex. 

Basic ACCOUNTING AND Cost AccouNTING, by Eugene L. 
Grant. v + 377 pp. o$ X 6. 45: net. McGraw-Hill 
Publishing Co Ltd, London. 

'TAx Caszs, reported under the direction of the Board of 
Inland Revenue. Vol. 36, part s. pp. 309-377. 35 net. 
Her Majesty's Stationery Office, London. 

INDUSTRIAL Pension ScHEMES, by William Durham, МА. 
vi + 65 pp. 8$ X 54. 5s net. Industrial Welfare Society 
Inc, London. 

‘Tse Law or Resrricrive TRADE PRACTICES AND. Моморо- 
LIES, by Н. Hébthcote-Williams, Q.C., M.a., Emrys 
Roberts, M.B.E., M.A., LL.B., Barrister-at-Law, and 
Ronald Bernstein, D.F.C., B.A., Barrister-at-Law. xv + 
221 pp. 84 X si pp. 36s net. Eyre & Spottiswoode 
(Publishers) Ltd, London. : 

«Тах PLANNING WITH PRECEDENTS, second edition, by D. С. 
Potter, LL.B., Barrister-at-Law, and H. H. Monroe, M.A., 
Barrister-at- Law, assisted by H. G. S. Plunkett, Barrister- 
at-Law. xxvii + 411 pp. 10 X 6. £a 10s od net. Sweet 8; 
Maxwell Ltd, Lofidon. 
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FINANCE AND COMMERCE 


The stock-market pattern remains irregular. Evidence 
of lower ан | earnings despite higher turnover 
makes equities uncertain. Revival of new issue 
activity, however, adds interest to the market. Turn- 
over through the market as a whole remains small 
with investment business restricted. 


Gilt-edged Prices 

Although the gilt-edged market has rallied slightly 
from the immediate post-Suez ‘lows’ the tone 
remains subdued with business small. Recent new 
issues have been successful and further operations 
are understood to be in the offing. There seems little 
immediate prospect of any material hardening in 
prices. The possibility of relief from the pressure 
on credit and on interest rates appears remote. 


September 

June 29th 28th 
Consols 4%"1957 aft. TAxd. 774 
Consols 2396 1923 aft. 521 51% 
Conversion 34% 1969 83& 82% 
Conversion 34% 1961 aft. 70% 69i 
Funding 4% 1960—90 87% 84% x.d 
Funding 34% 1999-04 754 x.d. — 75i 
Funding 396 1966—68 78} x.d. 79 
Funding 3% 1959-69 78i 77% x.d 
Savings 3% 1955-65 .. 841 85i 
Savings 376 1960-70 . 764 75% 
Savings 376 1965-75 .. 741 724 
Savings 24% 1964-67 77% 77% x.d 
Treasury 3376 1977-80 713 7 
Treasury 34% 1979-81 785 76% 
Treasury 24% 1975 aft. 52% 51% 
Victory 4% by 1976 .. 92% · got. 
War 34% 1952 aft. 70% 70% 
British Electric 44% 1967-69 92% 90 fk 
British Electric 4% 1974-79 883 864 
British Electric 34% 1976-79 784 775 
British Electric 3% 1968—73 74$ 73 
British Electric 3% 1974-77 73$ 72i 
British Gas 4% 1969-72 86} 844 
British Gas 34% 1969-71 824 804 
British Gas 3% 1990-95 .. 67% 66% x.d 
British Transport 4% 1972—77 844° 84: 
British Transport 3% 1968—73 74% 73 
British Transport 3% 1978-88 681 67i 
Conversion 44% 1962 x 97% 
Exchequer Stck. 3% 1962-63 881 got 
Exchequer Stck. 24% 1963-64 Sag 86+ 
Conversion 49% 1957—58 .. 98% 978 
Conversion 2% 1958-59 941 54d 
Exchequer 59$ 1957 .. 100 % 9931 
Exchequer 3% 1960 .. 94% 94% 
Exchequer 2% 1960 .. 914 ort 
Funding 22% 1952-57 8% 8% 
Funding 24% 1956—61 90% 90% 
Serial Funding 24% 1957 97% 97% 
War 3% 1955-59 .. 94% 94% 


*For the Хеаг' 


One of the points urged by the late Mr F. R. M. de 
Paula, in his work for the improvement of company 
accounts, was that clear distinction should be made 
between profits relating to the year and items relating 
to previous years. It is an accepted principle now 
but it was not so in those days when the figure 
called profit might be found to include unstated 
credits for over-provisions of tax and even from 
reserves. While the principle is now accepted in the 
accounts, however, 1t seems necessary to emphasize 
that the distinction should be preserved in any 
reference to profits outside the accounts. 

A short time ago, one of our readers, a qualified 
accountant, drew our attention to laxity in this 
respect in connection with the North British Loco- 
motive Company Ltd. While we were considering 
the case, the company announced that the half- 
year's dividend on the £750,000 of 5 per cent cumu- 
lative preference capital would not be paid on due 
date, which gives the matter added importance. 

This company, as the accounts reprinted this week 
show, faced a drop in ‘balance from trading before 
taxation’ in 1955 from £632,417 to £155,710. The 
account proceeds downwards to the group profit after 
taxation and then to net profit of the parent company 
which is shown as {£125,592 as compared with 
£213,132. But between the opening figure and the 
parent profit is a credit of £66,000 for ‘surplus 
taxation provisions set free’. 


£66,000 Not Applicable 


When it comes to the directors’ report, this £66,000 
becomes part of the year’s profit. The report opens 
with the consolidated net profit ‘for the year’, 


NORTH BRITISH LOCOMOTIVE COMPANY, LIMITED . 
REPORT OF THE DIRECTORS 


oe DIRECTORS submit their report for the year ended 315: December, 


The Consolidated Nett Profit for the year attributable to 




















North British Locomotive Company Limited amounts to . £164,720 
of which there has. beon retained in овоа Companies! 

&ccounts .. . 39,128 
leaving Nett Profit of 5 .. £125,592 
to which hes to be added the Balance "brought 

forward from the previous year £91,322 
Less, Adjustment of |псоте Tax on Ordinary 

and Final Preference Dividends for Tot pud 

10:ћ May, 1955 .. 2,031 

89,291 
masking а total of... £214,883 
from which has to be deducted the Interim Dividend. on the 

Preference Stock, less Income Tax at 8/6d. intha £ .. 10,781 

£204,102 
it is proposed to pay the Final Dividend on the 

Preference Stock, less Income Tax at 8/64. In 

the £ £10,781 
and pay 5 оп the = Ordinary Stock, teas income у 

Tax at 8/64. In th 35,938 

46,719 
leaving a balance of * .. £157,383 


to be carrled forward at credit sicat and Loss Account. 
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£164,720, despite the fact that 
the profit and loss account 
itself shows this figure to include 
the £66,000 of surplus taxation 
provisions. 


Moreover, the chairman's cir- ` 


culated statement, published by 
the company in The Times and 
The Financtal Times, reads:‘From 
the consolidated profit and loss 
account, it will be:seen that the 
net profit of the North British 
Locomotive Company has fallen 
from 213,132 to £125,592. 
Nevertheless, I am pleased to 
say that we have been- able to 
maintain the dividend at 5 per 
cent, but it has been thought 
prudent to increase the amount 
carried forward to £157,383, as 
compared with last year's figure 
of £89,291.2 And with this 
publication of profits, there 
were no accompanying accounts 
to show what had really hap- 
pened. 

The principle to be recog- 
nized’ is implicit in the ‘true 
and correct view’ which Mr de 
Paula urged should be given 
a literal meaning. It should be 
‘applied not only in accounts 
but in any statement of profit 
however made. ‘Profit for the 
year’ should be ‘for the year’. 


Showing the Tax 


This year’s weather must have 
been welcomed by Mr H. C. 


Medlam, chairman of Ebonite“ 


Container Company Ltd, who 
looks back on 1955's very fine 


summer as bad for the proofed’ 


textile side of the business. 
Under the circumstances, he 
reckons the company did well 
with a trading profit of £246,413 
against £285,746. 

The accounts to March 1956 
have been produced in a new 
and simplified form. The main 
changes are the omission of the 
parent company’s profit and 
loss account and the inclusion 
of the group profit and loss 
account in the directors’ report. 
"The group account, at the rele- 
vant points, shows by inset the 
extent to which profits are 
dealt with in the parent account 
and the parent carry-forward. 
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On Ordinary Stock at the rate of 5%, 








57,500 


35,938 


less income Tax at 8/64. inthe£ ., 


34,375 


190,000 
54,200 


£32,175 ` 
22,025 


Proflts Tax 


PROVISION FOR TAXATION ON PROFITS FOR YEAR 
о! псоте Tax oe са em. ша ve P 


` £101,510 


UNAPPROPRIATED PROFIT OF NORTH BRITISH 


£157,383 


LOCOMOTIVE COMPANY LIMITED .. 


£91,322 


66,000 


£167,510 


Add Surplus Taxatlon Provisions set free .. 








2,790 


£164,720 


DEDUCT PROPORTION OF ABOVE PROFITS ATTRI- 
BUTABLE TO MINORITY SHAREHOLDERS .. de 








39,128 


Deduct Profits retained by Subsidiary Companies 
NET PROFIT OF NORTH BRITISH LOCOMOTIVE 


COMPANY LIMITED 3 
190 BALANCE BROUGHT FORWARD FROM LAST YEAR 


GROUP PROPORTION OF PROFITS AFTER TAXATION 
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a 
a 
~“ 


£213,132 


89,291 


#214,883 


.£91,322 
2,031 


Less adjustment of income Tax on Ordlasry and Final 
a 


Preference Dividends for 1954 paid on 10th 


£68, 


68,190 
£281,322 


lay, 1955... 





PROFIT AVAILABLE FOR DISTRIBUTION 





Forward £214,883 


- £281,322 Forward 
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Another change this year is 
the separate statement, in the 
profit and loss account, of the 
£17,841 of profits tax which is 
attributable to the year's divi- 
dends. Comparison of the figure 
with the net distributions of 
£45,617, shows that every pound 
paid in dividend by the company 
has to bear 7s rod in the form 
of distribution tax in addition to 
income and normal profits taxes. 


Poor Report 

Three weeks before the close of 
the annual accounting period, 
shareholders in British Industrial 
Plastics Ltd received an ‘in- 
terim report’. After a reference 
to the board’s price stabilization 
policy, the report stated that 
for the first nine months of the 
current finangial year, the group’s 
turnover ‘continued to increase 
though at a slower rate than 
that prevailing in the previous 
financial year’. 

The policy of price stabiliza- 
tion had led to ‘some reduction 
in profit for the first nine months 
of the current financial year 
compared with the correspond- 
ing period of the previous year’. 

Further, each of the company’s 
subsidiaries, both in the chemi- 
cal and engineering fields, the 
report stated, was making an 
‘appropriate contribution’ to the 
group’s profits. 

With only three weeks to go 
to the closing of the books for 
the annual accounts, the board 
should surely have been in a 
position to give six months’ 
figures. 

As it is, the only figures in 
the report concern the remun- 
eration of the board. 


Money Market 
Bidding at £98 145 7d, the dis- 
count market obtained 67 per 
cent of the £280 million of 
Treasury bills offered on Sep- 
tember 28th. Applications to- 
talled £405,970,000, with out- 
side competition again keen. 
The average discount rate was 
£5 15 9:86d per cent. This week 
the offer is maintained at /280 
million. 
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£3,842,111 


2,323 





£2,213,333 
1,626,455 


Trade Debtors and other debit balances 


Cash in Bank and on Hand 


1,501 


1,719,931 
£4,108,219 





£2,386,787 


15,178 


£3,453,461 


able to Minority Shareholders 


Proportion of Share Capital and Reserves of Subsidiary Companies attribut- 


INTEREST OF MINORITY SHAREH OLDERS— 


£13,466 


21,225 | 


RESERVE FOR INCOME ТАХ 1956/57 


350,000 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Home Consumption 
and the Wernher Decision 


Sir, – In considering the correct basis for the pricing 
of stock which is transferred from a person's taxable 
, activity to a non-taxable activity of his, instead of it 
being sold in the ordinary course of business, the 
clear distinction as between two broad sets of circum- 
stances must be borne in mind, viz.: 


(a) Those in which all stock that can be produced 
can normally be disposed of in the ordinary 
course of business. Ín these cases, sales, and 
the profit derived therefrom, are reduced by the 
diversion of stock to domestic consumption. 


(b) Those in which all demands for stock offered 
for sale in the ordinary course of business can 
normally be met, whether or not part of that 
stock is from time to time applied for domestic 
consumption. In these cases, sales, and the profit 
of the trade are not affected by the quantity of 
the stock so applied. 


The respective decisions in both Watson Brothers v. 
Hornby and Sharkey v. Wernher were concerned 
with facts applicable to the (a) set of circumstances 
and not to those included in (5) above. In delivering 
judgment in the Wernher case, Lord Radcliffe re- 
marked, in support of the adoption of current 
realizable value, that 

*. . . it gives a fairer measure of assessable trading 
profit as between one taxpayer and another, for it 
eliminates variations which are due to no other cause 
than any one taxpayer's decision as to what propor- 
tion of his total product he-will supply to himself’. 


But in the circumstances set out іп (b) above, Ше. 
assessable trading profit is not so affected. The village 
grocer's sales and the profit arising from his trading 
activities are not reduced by his wife fetching a 
1 lb. jar of marmalade from a shelf in the shop and 
putting it on the breakfast table. He takes good care 
to buy sufficient 1 Ib. jars of marmalade to keep his 
stock adequate to supply his own domestic needs as 
well as the demands from his customers. 

Тће attempt by the Inland Revenue to extend the 
principle of valuation as laid down in the Wernher 
case to cases of an entirely different character does 
not, in my opinion, derive any authority from that 
decision. The (5) type of case is little different from 
that of, for example, a solicitor performing the con- 
veyancing work in connection with the purchase of 
his own house. Do the Inland Revenue contend that 
scale costs relevant to the purchase should be included 
in his costs for taxation purposes on the grounds that? 
it would give a fairer measure of assessable profit a8 
between one solicitor and another, as eliminati 
variations which would be due to no other cause 


| 


than any one solicitor's decision as to what propor- 
tion of his professional time he would devote to his 
own personal affairs? Yours faithfully, 


Birmingham, 15. GORDON R. SIBLEY. 


Receipts and Cheques . 


Sm, - Regarding the two letters which appeared 
under this heading in your issue of September 
22nd, a cheque is ‘a bill of exchange drawn on a 
banker' and a bill is 'ап unconditional order'. If the 
order to pay is conditional upon completion of the 
form of receipt, then the instrument is not a valid 
cheque, merely a payable order and the Crossed 
Cheques Act does not apply. 

In the case of the Royal Air Force documents, it 
will be found that the warrant is not in fact a cheque 
any more than is an income tax repaynfent warrant, 
although for convenience both can be cleared through 
normal banking channels. It is open to doubt if the 
раусе could sue on the contract in the document itself 
as he can on a cheque, although such warrant would ` 
doubtless be evidence in any proceedings. 


In the case of an unconditional cheque, if it is 2 


endorsed in accordance with the Bills of Exchange 
Act, I suggest that refusal to pay as the receipt is not 
completed is in fact dishonouring the cheque. From 


| 
| 


the paying banker's point of view the position is — 


admittedly difficult and where his customer is 
absolutely sound he is probably ‘playing safe’ by 
refusing payment. But the position might be different 
where such a cheque on re-presentation was not paid 
for làck of funds. 

А debtor is not entitled to demand a receipt and in 
consequence if he pays his creditor subject to such 
condition, it is open to doubt if payment has been 
tendered. 


From a practical point of view, the quickest way · 


to get your money is to sign the receipt on the cheque 
and endorse the printed official receipt ‘receipt on 
cheque' and then either send it to the drawer (who 
does not want it) or tear it up. 
Yours faithfully, 
8.4.0 
Church Accounts 


Sir, - I have followed with interest the letters appear- 
ing in recent isgies of The Accountant under this 
heading and I feel that my contribution will not be 
out of place. 

I was recently called upon to investigate the fin- 
ancial affairs of a local church and found that there 
was a deficiency of cash of over Гбоо. The audit had 
been carried out year after year by persons who had 
no knowledge at all of the most elementary principles 
of auditing, with the result that the bank accounts had 


» 
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never been checked, nor indeed had the bank balances 
been compared. 

Whilst the blame for this state of affairs must lie 
with the parochial church council concerned, in as 
much as the accounts submitted were not in accord- 
ance with the Parochial Church Councils Measure, 
1921, my own personal view is that much of the 
blame for this, and no doubt for many other cases of 
deficiencies in church accounts, must lie with the 
church authorities who should insist that a copy of 
the accounts, complying with the requirements of 
the Measure, be submitted to the archdeacon of each 
diocese for his examination. 

Yours faithfully, 
OLD PENWITHIAN. 


Parochial Church Councils: 
Members’ Liability 


Sir, – I was recently asked whether the members of a 
parochial church council are individually liable for 
the debts of the council. 

Section 3 of the Parochial Church Councils 
(Powers) Measure, 1956, enacts that: 

Е ‘Every council shall ђе а body corporate ... 
shall have perpetual succession'. 
Section 28 (4) of the Schedule to the Representation 
of the Laity Measure, 1956, says: | 
"Ihe resignation of a member of a parochial 
church council (by reason of its being a corporate 
body) requires the consent of the council'. 
and the Church Information Board comment on this 
in their booklet The Layman in Church Government: 
"This is because it is a body corporate with 
financial responsibility'. 

Parochial church councils often borrow consider- 
able sums of money for church repairs. Can any of 
your readers tell me whether the members of the 
council have any individual liability in the event of 
default by the council? 

Yours faithfully, 
i B.M./W.T.W.F. 


Bank Deposit Interest 


Sir, – I have recently experienced a number of back 
duty cases where clients have not disclosed bank 
deposit interest until too late, largely owing to the 
practice of one of the banks whereby interest is only 
credited at infrequent and irregular intervals and 
the client is informed that the interest is not taxable 
until it is so credited (Case III re accruing interest). 
Following the crediting of interest, generally for a 
number of years, the bank makes the required 
disclosure, and the usual awkward letter arrives from 
the Inspector. ° 

I feel that this practice is misleading and potentially 
expensive- in regard to taxation and also loss of 
compound interest. The bank holds the accrued 
interest in what amounts to a separate fund, and I 
submit that the interest has in fact accrued and should 
be regarded as such. . 


and 
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I should be pleased to hear whether others have 
experienced this difficulty, and if there is any ruling 
on the point as to whether the interest has accrued 
yearly or is accepted as the income of oné year only. 

Yours faithfully, 


Chichester. A. F. JANES. 


Valuation of Commercial Goodwill 

Sm, – In reply to Mr Griffith's inquiry (September 
xsth issue), a rough and ready rule for arriving at a 
figure which can serve as a basis of negotiation is as 
follows. Take the average annual net profit before 
deduction of income tax and remuneration of the 
outgoing man; then multiply by the number of years’ 
purchase usual in the particular type of business 
concerned. This gives the figure about which there 
is going to be an argument (there always is). 

There are three important considerations which 
have some bearing on the matter. First, the net 
profits as defined above should be either increasing 
or stationary; if they fluctuate, or if there is a steady 
downward trend, the goodwill figure may be dimi- 
nished, or even vanish completely. Second, the 
figure should not normally exceed 25 per cent of the 
net assets, although there are exceptions. Finally, 
and this is the tricky one, it is most important to 
ascertain how far the goodwill depends on the 
intrinsic merits of the business, e.g. situation, 
trade-marks more or less well known etc., and to 
what extent it is wrapped up in the body and brains 
of the vendor. If the goodwill is dependent on the 
personality and popularity of the vendor, and he 
retires or dies, then the goodwill of the business can 
have little or no value. 


Yours faithfully, 
London, ЕС2. RALPH A. HADRILL. 


Valuation of Goodwill: 
Forwarding Agents and Supervisors 


Sir, ~ I should be very interested to have the views 
of your readers in regard to the present-day basis for 
the valuation of the goodwill of a firm of forwarding 
agents and supervisors operating from a large sea 
ort. i . 
Yours faithfully, 
NAWCHA. 


Valuation of Goodwill: “Turf Accountants’ 


Str, ~ We shall be interested to know if any of your 
readers have had experience of the valuation of the 
goodwill of a firm of ‘turf accountants’, We think 
that quite largely the goodwill in such a business is 
attributable to the personality of the individual 
partners. In the case we are considering (which is a 
valuation on the death of a partner) there are two 
continuing partners. Average turnover during the 
fast three years was about £50,000 and the average 
profits have been £3,000 per annum. 

Yours faithfully, 

| STERL. 
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NATIONAL TAXATION CONFERENCE 
SUCCESS OF SIXTH ANNUAL EVENT IN EDINBURGH 


The sixth national taxation conference organized 
by our contemporary Taxation, was held in Edinburgh 
from Friday of last week until last Monday: From the 
first, these conferences have attracted the maximum 
attention and interest in the profession and each has 
been a notable success. То this outstanding record, 
last week's conference — the attendance at which was in 
the region of a thousand and included visitors from 
the Gold Coast, Kuwait, Israel, Malta and Jersey— 
‘was no exception. 

As in previous years, the conference was presided 
over by Mr Ronald Staples, founder-editor of Taxation, 
and once again the papers on various phases of taxa- 
tion law and practice presented at the business 
sessions in the Usher Hall were of the utmost practical 
value and interest to practitioners. Summaries of the 
papers are given in the report of the conference which 
follows. 


CHAIRMAN'S INAUGURAL ADDRESS 


In the course of his inaugural address at the opening 
session of the conference on the Friday afternoon, 
Mr Ronald Staples said: ~ 


Damping Down National Effort 


Much has been said of the difficulties of operating our 
lumbering, antiquated tax machine. Those of us who 
realize the slightness of the shoestring on which it 
depends feel that British income tax should be known 
as the ‘goodwill tax’. The least recalcitrance on the 
part of the taxpaying public as а whole, or, on the 
other hand, véry little more pressure on the already 
overburdened tax staff, might well result in the collapse 
of the whole system. "Аз Sir Winston Churchill said 
in 1926, 'no body of taxpayers meet their obligations 
with greater readiness than the British taxpayer'. On the 
other hand we all know that no other country can boast 
such an efficient and honourable taxation service as 
ours, But there must be breaking points and we can 
only hope that Parliament will do everything neces- 
sary to avoid them. 

Our responsibility as advisers to the public is very 
real, not only to our clients, but to the country. Our 
duty extends to helping taxpayers to understand some- 
thing of our taxing system, for only then can the 
citizen be expected to meet the demands upon him 
without abnormal complaint. ТЕ is for us to show the 
taxpayer, that, if the income tax is to fall fairly on the 
public, the law must of necessity include many com- 
plexities and other irritating features, but it is also our 
lot to fight all signs of injustice or oppression and to 
voice public opinion on the subject where that opinion 
is informed and well considered. 

Taxation in this country long ago reached the point 
where it damped down effort and it consequently 
follows that the aggregate national production of goods 
and services from which the community derives.all its 
necessities, comforts and luxuries have been depleted 
and the nation made so much the poorer. . . . 

The time is not opportune to call for drastic reduc- 
tions in our direct taxation but»it may be useful to 
look at the rates of surtax as an example of some of the 


inequities which seem to have escaped successive 
Chancellors of the Exchequer, and which have gone 
far to reduce the amount of capital available for the 
support of labour in the march of industrial progress. 
When the surtax was introduced, as supertax, by Mr 
Lloyd George, in 1909, it may "have been a proper 
contribution to his socializing plan. The tax then 
applied to taxpayers whose incomes exceeded £5,000 
The comparative purchasing power of that income 
today would be more than £20,000. The rate of tax 
was then 6d in the £, or little more than one penny on 
present-day purchasing power, and the first £3,000 
was free. Today the tax is charged on all persons 
whose incomes exceed £2,000 and the present gradu- 
ated rates of tax begin at 2s and go on up to ros in the 
£L. When it is remembered that a £2,000 income today 
represents in purchasing power as in 1909, only about 
£450, any justification of making the rich pay dis- 
appears. It is time that surtax-payers, at any rate in the 
lower brackets, received some consideration. 


Directors’ Expenses 


Much ill-informed opinion has been expressed recently, 
both inside and outside the House of Commons, about 
directors’ expenses. Much of this talk constitutes an 
unwarranted reflection on the Treasury’s watchdogs — 
the Inspectors of Taxes. They are not fools, nor are 
they asleep. This audience, probably unique in 
experience of this matter, knows only too well how 
hard Inspectors of Taxes fight for every penny, and 
how difficult it is to get them to agree even legitimate 
claims for necessary expenses. The responsibility for 
deciding what expenses are or are not necessary to a 
particular business, rests first on the judgment and 
good sense of the management themselves. If un- 
reasonable expenses are charged to a company by 
unscrupulous executives it is a matter between them- 
selves and their shareholders, but taxpayers can rest 
assured that their own interests are fully protected by 
the Inspectors of Taxes. In practice, the amount of 
unreasonable expenses which slip through the Revenue 
net must be very small indeed. 


Avoidance and Evasion 


The original conception of the income tax was to 
raise the amount of revenue estimated to be required 
to cover the country's need from that source in a 
particular year. That the original intention has given 
place to a desire by the Government to use the income 
tax to control the national economy by maintaining 
for the time being the correct balance of inflation or 
deflation, is clear from the fact that today Chancellors 
of the Exchequer almost invariably budget for a 
considerable surplus over what is needed for the current 
year'$ expenses. This doctrine of correcting the balance 
by withdrawing purchasing power from the com- 
munity by taxation cannot be effective if the money so 
taken from the taxpayer is expended by the Govern- 
ment. Арат, the.practice leads to a further weakening 
of the conscience of the taxpaying public. When a 
person believes he is contributing his fair share 
towards the country’s needs, he is far less likely to 
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attempt to dodge his responsibility than when he 
knows that his personal finances are being raided at 
the behest of the economists. When the law changes 
the fundamental purpose of a tax, taxpayers are more 
apt to take advantage of loopholes in the legislation. 
Then the question of legal avoidance, as distinct 
from illegal evasion, becomes more acute. 

I am quite certain that a person is entitled so to 
arrange his personal financial affairs that they attract 
as little liability to taxation as possible. Indeed, the 
highest judicial opinions are unanimous in confirming 
this view. I believe that if the intention of Parliament 
is not clearly expressed in the law the subject must 


, escape. Many things have been brought within the 


law to the detriment of the taxpayer which it was 
obviously Parliament's intention to leave outside the 
scope of the Acts and in these cases a strict inter- 
pretation of the words of the Acts has been permitted 
to prevail. If the closing of a loophole in the law is 
justified, then Parliament should proceed to close it. 
(Applause.) 

The conference was then accorded a civic welcome 
by Ваше D. M. Weatherstone, M.C., T.D., on behalf 
of the Rt. Hon. the Lord Provost of Edinburgh, 
Sir John Banks, C.5.E., J.P. 


Interpreting the Income Tax Acts 


Following the official opening, the first paper of the 

conference was presented by Mr Н. Barton, C.B.E., 

Solicitor, The Board of Inland Revenue, Scotland, on 

‘Interpretation of the Income T'ax Acts’. The chairman 

at this session was Mr Ian W. Macdonald, c.a., 

сат Manager of the Commercial Bank of Scotland 
td. 


Mr Barton reminded his listeners that although a large 
part of the equipment of tax practitioners consisted in the 
growing number of volumes of tax cases, the most important 
part of that equipment was the single volume of the income 
tax Acts themselves. The Income Tax Act, 1952, was a 
consolidation Act built up of many pieces; many of its 
underlying principles could only be gathered by implication, 
and to some extent the ordinary canons that govern the 
construction of statutes could not be applied here. One 
difficulty was the tendency of the Act to use the same words 
for different things, and vice versa. Another was that once 
certain words in an earlier Act had been judicially inter- 
preted in a particular way, the same interpretation applied 
in the consolidated Act, even though they might have been. 
interpreted differently if the consolidating Act were 
enacting new law and not consolidating old law. 

Mr Barton then explained the canons of construction in 
relation to a taxing Act. Tax could not be imposed on a 
subject without clear words; there was no question of the 
Crown relying on a general intention to tax, it had to 
show that that intention was manifest in the words used 
in the statute. : 

-'Turning to individual words in a taxing Act, Mr Barton 
said that these in general must be construed in their ordinary 
meaning, in their ordinary grammatical sense. In this 
connection difficulties arose because although the income 
tax Acts applied equally to England, Scotland and Northern 
Ireland, each of those countries had its "separate body of 
general law, which frequently had its own meaning*for a 
particular word. 


Civic Reception 


In the evening members of the conference and their 
ladies attended a reception and dance in the Assembly 
Rooms, given by the Rt. Hon. the Lord Provost, 
Magistrates and Council of the City of Edinburgh. 
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Open Forum 


À new feature introduced at this year's conference was 
the open forum which occupied the Saturday morning 
session. The forum, which proved to be both popular 
and instructive, was under the able direction of Mr 
Т. A. Hamilton Baynes, M.A., J.P., F.C.A., as question- 
master, and the members of the panel were Mr 
H. A. R. J. Wilson, F.C.A., F.S.A.A., Mr Gerald F. 
Hamilton, A.C.A., Mr J. M. Cooper, A.A.C.C.A., ACLS., 
and Mr Percy Hughes, A.8.4.A., F.C.I.8. 

While the forum was in progress the ladies were 
entertained at a special mannequin parade held in the 
Adam Suite at The George Hotel. 


Schedule E Expenses 


On Saturday afternoon, two papers were presented; the 
first, with Sir Richard Yeabsley, C.B.E., F.C.A., F.S.A.A., 
President of 'T'he Society of Incorporated Accountants, 
in the chair, was given by Mr James S. Heaton, F.S.A.A., 
on ‘Schedule E Expenses’. Mr Heaton’s address was 
a charming blend of erudition with wit. 

He began with a penetrating examination of the words of 
paragraph 7 of the Ninth Schedule to the Income 'T'ax Act, 
1952. How was the word ‘obliged’ in that paragraph to be 
construed? Was it a requirement imposed by the employer 
irrespective of the nature of the employment, or was it 
something the nature of the employment, in the abstract, 
required? Mentioning the extra-statutory concession under 
which certain directors were allowed to deduct the cost of 
travelling to board meetings, the speaker said it was 
unsatisfactory both in its not being incorporated in the law, 
and in its exclusion of the taxpayer who held a number of 
directorships not connected with a professional practice, 
and not in companies forming a single group. 

Mr Heaton examined the delicate point as to the effect 
of the words ‘wholly and exclusively’ in relation to an 
expense which had to be apportioned. Did the words mean 
that an apportionment was necessarily concessional, or 
was it sufficient that the words applied to the apportioned 
part? Both the first Tucker Committee and the Royal 
Commission accepted the second interpretation, but an 
apportionment was impossible in the case of an officer’s 
mess expenses because the expense involved an element of 
private benefit. 

The speaker stated three rules governing the admissibility 
of expenses. In the first place they must attach to the tax- 
payer in a general and impersonal sense; they must not 
arise for instance from his physical disability. Then the 
expense must not be one designed to fit the person for his 
employment. Finally, the expense must be incurred in the 
performance of the duties. Turning from these general 
matters to the 1948 legislation in relation to expense pay- 
ments and benefits in kind, Mr Heaton pointed out that 
broadly speaking the effect of the new rules was merely to 
shift the burden of proof from the Revenue to the taxpayer. 
The fact that the new legislation was confined to directors 
and highly-paid employees was simply a matter of expedi- 
ency. The significant decision, and the perhaps even more 
significant remarks of the judge in Maclean v. Trembath 
([1956] T.R. 73), were closely examined by the speaker, 
who touched on the interesting question of whether, when 
a director takes his wife abroad and her expenses are dis- 
allowed, the disallowance ought to be a half or some less sum. 


Pensions and the Finance Act, 1956 


The second session of the afternoon, at which the 
Rt. Hon. the Lord Latham, J.P., F.A.C.C.A., presided, 
was addressed by Mr Gordon A. Hosking, F.1.a., 
F.S.S., F.1.8., on the subject of ‘Pensions and the Finance 
Act, 1956’. : | 
Mr Hosking said that by and large а person must earn 
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enough, during his working life, not only to support him- 
self and his dependants during that time, but also in later 
years when he was unable to earn. Progressive rates of 
income tax and surtax had made this task virtually impos- 
sible unless tax relief were given for sums put aside for 
retirement. Such a privilege had been enjoyed ever since 
1921 by employees who were members of certain types of 
pension schemes, and now Part III of the Finance Act, 
1956, had extended the privilege to others. The basic 
principle was that the taxpayer was given the option of 
withdrawing a limited amount from his taxable income on 
terms that he or his dependants paid tax on it when it was 
eventually enjoyed as a pension. 

Mr Hosking took his audience through the complicated 
provisions of the Act, pointing out incidentally that it 
was possible for the spare-time earnings of a man in 
pensionable employment to qualify as ‘relevant earnings’. 
He also pointed out that it was perhaps unfortunate that 
the Act had restricted trust schemes to professional bodies, 
trade unions and trade associations, for any such body 
which declined to set up a trust scheme would thereby 
deprive its members of a choice which the Legislature had 
intended them to have. 

Mr Hosking closed his very topical address with a 
reference to the new exemption of the capital element of a 
purchased life annuity. 


Reception and Dance 


The highlight of the social programme of the confer- 
ence took place on Saturday evening when members 
and their ladies were entertained at a reception and 
dance in the Assembly Rooms, given by the editor of 
Taxation. At intervals during the dancing, musical 
contributions were given by Miss Elvira Gonnella, 
Miss Daisy Badger, and Mr William O. Desson. The 
Edinburgh Branch of the Royal Scottish Country 
Dance Society also gave an exhibition of Scottish 
dances. 


Church Service 


Members of the conference with their ladies attended 
a special morning service at St Giles Cathedral on 
Sunday, conducted by the Rev. Henry C. Whitley, 
CH.D., D.D. A lesson was read by Mr A. С. 5. 
Meynell, F.A.c.c.a., President of the Association of 
Certified and Corporate Accountants. 


Golf Competition 


An eighteen-hole medal round golf competition 
for the Taxation Challenge Cup was held on Sunday 
over thé Prestongrange course of the Royal Mussel- 
burgh Golf Club. The winner was Mr А. D. Morris, 
and the runner-up Mr J. Dickinson. 


Relationship between the Revenue 
and Practitioners . 


'The first paper on Monday morning, with Mr R. W. 
Stanton, СВЕ. Comptroller of Inland Revenue 
(Scotland), in the chair, was given by Mr R. A. Snook, 
а former Senior Principal Inspector of Taxes, Chief 
Inspectors Branch (Appeals) on "The relationship 
between the Inland Revenue and practitioners'. 


Mr Snook said his own experience limited him to relations 
between the Inland Revenue and practitioners in the 
sphere of income tax but he did not doubt that ir! other 
Revenue spheres — surtax, death duties, stamp duties and 
valuation — the relations of tax practitioners with the 
department were no less amicable than their relations with 
income tax Inspectors. However, itewas in the income tax 
districts that the Revenue’s nfain front lay and would no 
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doubt continue to lie. It was there that the maintenance of 
mutual confidence and the realization of a common duty 
to the public at large had their greatest value to all con- 
cerned, 

With that realization went the characteristic trait of the | 
British people that while they took their pleasures sadly 
they preferred for the most part to conduct their business 
affairs harmoniously. There was a generation of Inspectors 
and practitioners who had lived through the immense 
growth of income tax in the last half-century and who had 
developed among themselves a feeling of camaraderie as old 
campaigners. It was highly desirable to pass on that feeling 
to those who followed. Again, the settlement of Schedule D 
liabilities on profits was normally arrived at by what seemed 
to be a purely voluntary procedure; the сауд ВЕ sanctions 
were unknown to most business people. Mr Snook also 

raised the training arrangements in the Chief Inspector's 
Branch and in the accountancy profession, and the admini- 
strative concessions which softened the impact of the taxes. 


'Taxation and Industry 


Mr S. P. Chambers, C.B., C.I.E., a deputy chairman of 
Imperial Chemical Industries, then delivered an 
address on "Taxation and industry’. The chairman was 
Sir Bruce Wycherley, M.C., Е.С.1.8., managing director 
of Abbey National Building Society. 


After tracing the immense growth in taxatiog since the days 
of Adam Smith, which in the last fifty years amounted to a 
revolution, Mr Chambers went on to discuss the economic 
effects of the change. He said it was having a subtle but 
significant impact upon man's willingness to do what is 
in the long-term interests of society as a whole. It was 
causing a decline in privately-owned businesses. Tax took 
so much that insufficient profits were left to develop the 
business, Moreover, capital allowances based on historical 
cost were not enough to enable the business to replace 
assets at increased prices. If the business survived all these 
things, it incurred further heavy duties on the death of the 
owner, duties which could only be met by turning the 
business over to the investing public. Was this a good thing 
psychologically? And ought it to take place as a side effect 
of taxation, instead of as the result of conscious choice by 
the nation, after full debate? 

As to industrial capital generally, we were at the bottom 
of the clags in the proportion of our national resources which 
we put into industrial capital, In housing and welfare capital 
expenditure we were forging ahead, but this did little to 
improve our industrial capacity. Mr Chambers pointed out 
that in the United States and in the U.S.S.R. industrial 
investment was being made at a much higher rate than in 
the United Kingdom. The inadequacy of capital formation 


‘in British industry was due basically to the inadequacy of 


savings. 

Turning to the remedy which he proposed, Mr Chambers 
said we must somehow get to a state of affairs in which we 
spent less on (a) government; (b) capital expenditure which 
served mainly to increase personal consumption; (c) per- 
sonal consumption; and more on (d) capital expenditure in 
manufacturing industry, power and transport. То achieve 
this we must balance the Budget, and at a lower proportion 
of national income. This might mean cutting defence and 
welfare expenditure. Some means must be found to en- 
courage savings in the medium and lower income groups 
and their investment in industry. The speaker advocated 
profit-sharing scMemes with the issue of ordinary shares, 
as an important educative influence. We must also accustom 
ourselves to higher interest rates. ` 


For the Ladies 


While the morning session was in progress, the ladies 
enjoyed a coach tour of some of the places of interest 
around Edinburgh, including the Forth Bridge and 
Linlithgow Palace. 
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Surtax on Companies 


At the final session held last Monday afternoon, Sir 
Ian F. C. Bolton, Bt., 0.B.E., H.M.L., LL.D., J.P., took 
the chair, and the speaker was Mr Percy F. Hughes, 
A.S.A.A., F.C.LS. His subject was the thorny one of 
*Surtax on companies’. 

He explained that although Section 245 of the Income Тах 
Act, 1952, provided for surtax directions on companies, 
one had to refer for the practice to certain Parliamentary 
statements, in particular the one by Sir Stafford Cripps in 
1948, and the one by Mr Harold Macmillan on April 25th, 
1956. These statements refer only to trading companies, 
and even these companies would lose the protection 
offered by the statements if there were avoidance devices 
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such as the withdrawal of money іп the guise of capital. 


'The Special Commissioners had been increasingly active 
recently in connection with surtax directions. On the other 
hand they would usually refrain from making a direction if 
the company in question made proposals for a belated 
dividend. However, it had.to be borne in mind that since 
the Cripps and other statements had no statutory effect, 
there was no question of appealing against а decision of the 
Special Commissioners not to apply the statements to a 
particular case. 

Mr Hughes exemined in detail the question of whether 
or not various specific transactions would result in a loss 
of the protection given by the Cripps statement and he 
gave some very useful practical advice on the lines to be 
followed when a direction threatens. 


INSTITUT DER WIRTSCHAFTSPRUFER 
TWENTY-FIFTH ANNIVERSARY 


A three-day jubilee conference to commemorate the 
twenty-fifth anniversary of the founding of the 
Institut der Wirtschaftsprüfer in Deutschland, the 
leading accountancy body in Germany, was held in 
Düsseldorf at the beginning of this week. The pro- 
gramme covered a wide field, and besides members 
of the Institut the conference was attended by repre- 
sentatives of the accountancy profession in other 
countries. 

Among the guests from Great Britain were: Mr W. S. 
Carrington, F.C.A., Immediate Past President of The 
Institute of Chartered Accountants in England and Wales, 
and -Mrs Carrington; Mr A. S. MacIver, M.C., B.A., 
Secretary of the Institute, and Mrs Maclver; Mr 
Douglas A. Clarke, LL.M., F.C.A., and Mrs Clarke; 
Mr James T. Dowling, C.A., Vice-President of The 
Institute of Chartered Accountants of Scotland, and 
Mrs Dowling; Mr E. H. V. McDougall, Secretary of 
of the Scottish Institute, and Mrs McDougall; Mr 
Bertram Nelson, J.P., F.S.A.A., Immediate Past President 
of The Society of Incorporated Accountants, and Mrs 
Nelson; Mr William Jackson, Р.А.С.С.А., Vice-President 
of The Association of Certified and Corporate Account- 
ants, and Mrs Jackson; and Mr F. Cameron Osbourn, 
M.B.E., B.A., LL.B., Secretary of the Association. 


Musical Interludes at Opening Meeting 


The proceedings were opened on Monday by Dr-Ing. 
Otto Bredt, Chairman of the Directorate of the In- 
stitut, at a ceremony attended by the Mayor of 
Düsseldorf and other eminent personalities. Тће high- 
light of this meeting was an address by Professor 
Dr Edgar Salin, of Basle, entitled ‘Economic and social 
problems of the atomic age’, in which he discussed 
questions of automation, new working materials and 
atomic energy as prominent problems in a new stage 
of the industrial revolution. 

During the morning musical interludes were pro- 
vided by the Bachvereins Orchestra of Düsseldorf, 
under the direction of Professor Dr Joseph Neyses. | 

In the afternoon, members attended a reunion at 
which Dr-Ing. Bredt spoke on the twenty-five Years’ 
history of the Institut and its prospects for the future. 
Ап address was also given by Dr Fritz Gummert on 
‘Research and management’. 


Subjects of Papers 


On Tuesday and Wednesday, a series of business 
meetings was held, at which papers were read by 


specialists on topical problems of management and 
taxation, of interest to both industry and the profession. 
The papers were as follows: 

‘The security of the rising generation — a problem of 
management and the accounting profession’, by Herr 
August Melchner, Wirtschaftsprüfer, of Munich; 

*Final accounts and company law reform — remarks 
on the proposal of the Institut’, by Dr Wilhelm 
Elmerdorff, Wirtschaftsprüfer, of Düsseldorf; 

*Early termination of the final settlement inspection 
through prepared steps in the accounting system and 
through interim audits', by Mr Karl A. Herrhammer, 
Certified Public Accountant, of New York; 

‘Selected questions on profits and income taxation — 
a critical comparison of German and American 
regulations’, by Dr Josef Eszer, of Duisburg; · 

‘Trade price policy and outlook’, by Dr Kurt 
Pentzlin, of Hanover; and 

"The dependence of the trade profit target on eco- 
nomic investment capacity, by Dr Paul Binder, 
Wirtschaftsprüfer, of Stuttgart. 

'Time was allotted at the end of each address for 
discussion. 

'The lecture programme was supplemented by visits 
to various works and factories in and around Düsseldorf, 
and included the main railway station and the airfield. 

On Tuesday, an opportunity was given for visitors 
to see two American films on accountancy, ‘Accounting 
—the language of business’, and ‘Electronics for 
accounting and business’. These films were very kindly 
placed at the disposal of the Institut der Wirtschaft- 
sprifer by the American Institute of Accountants and 
by Arthur Anderson & Co, of Chicago. 


Social Activities 


While members and guests were attending business 
sessions, special arrangements were made for their 
ladies to take part in a number of interesting conducted 
tours and excursions. These included visits to factories 
making glassware and textiles, and also to art collections 
in Düsseldorf. One of the highlights was a coach tour 
to Schlosz Georgshausen in the Sülztal, giving the 
visitors an opportunity to see some richly varied 
mountain scenery. 

Social activities were not forgotten and these 
included a banquet and visits to the theatre, while a 
ball held on the last Bess was a fitting end to the 
celebrations. 
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NOTES AND NOTICES 


Personal 


The partners of Messrs DELOITTE, PLENDER, 
GRIFFITHS & Co, Chartered Accountants, announce 
with great personal regret the retirement, on Sep- 
tember 3oth, 1956, of Sir ALAN RAE SMITH, K.B.E., 

F.C.A., who joined the firm in 1909, was admitted as 
a partner in 1919 and became senior partner in 1955. 

Messrs Hersert HILL & Co, Chartered Account- 
ants, of 555 Salisbury House, London Wall, London, 
EC2, announce that Mr Ретек Носн HININGS, 
А.С.А., partner at their Marlborough, Wiltshire, 
branch office, retired from practice on September 
15th, 1956, and that the business of that office has, 
from September 30th, 1956, been transferred to 
London. They also announce that as from October 
ist, 1956, Mr FREDERICK Pirrocg, A.C.A., for some 
years a senior member of their staff, has been admitted 
as a partner in the London office. 

Messrs Casu, Stone & Co, Chartered Account- 
ants, of 48 Copthall Avenue, London, EC2, announce 
that as from баве 186, 1956, they have taken into 
partnership Mr Gorpon HowzLL Hovey, M.A., 
A.C.A., Who has been a member of their staff for some 
years. They also announce that as from the same 
date Mr WILLIAM CASH, M.A., F.C.A., will begin to 
relinquish his active participation in the practice, 
whilst remaining available for consultation. Тће 
style of the firm will remain unchanged. 

Messrs FisHgR, Conway, FENTON & Co, Char- 
tered Accountants, announce that as from October 
rst, their address will be Chancery House, Chancery 
Lane, London, WC2. Telephone: Chancery 5611-3. 

Messrs Harker, HoLttoway & Co, Chartered 
Accountants, of Regent House, 89 Kingsway, 
London, WC2, announce that as from October rst, 
1956, they have admitted into partnership Mr BRIAN 
HARTLEY, A.C.A., who has been a member of their 
staff for some years. The name of the firm will 
remain unchanged. ' 

Messrs JAMES & SANDERS, of 119 Midland Road, 
Wellingborough, announce that Mr Р. О. James, 
A,C.A., has retired from practice as from September 
30th, 1956. The practice will be continued under the 
same name by the remaining partner, Mr T. H. 
SANDERS, F.S.A.A. 


Professional Notes 


Mr А. S. Wheate, c.a., who has been secretary of 
De Havilland Propellers Ltd since April 1952, has 
been appointed a director of the company as from 
October 1st. 

Mr Н. 5. Parry, a.c.a., at present chief accountant 
of Monsanto Chemicals’ Ltd, becomes treasurer of 
the company as from November rst next. 

Mr J. A. Walter, B.SC.(ECON.), A.S.A.A., has bin 
appointed assistant head of the Returns and Statistics 
Branch of the Registry of Friendly Societies, 


Retirement of Sir Alan Rae Smith, 

K.B.E., F.C.A. 
As announced in the opposite column, Sir Alan Rae 
Smith, K.B.E., F.C.A., senior partner in the firm of 
Deloitte, Plender; Griffiths & Co, Chartered Account- . 
ants, has retired from public practice. To mark the 
occasion, a dinner in his honour was given at 
Claridge’s Hotel on Friday of last week by his London 
partners. 

Sir Alan, who retired on September 3oth, joined 
his firm in 1909, was admitted to partnership in 
1919, and became senior partner іп 1955. He received 
his knighthood in 1935 and was made a K.B.E. in 
1948. 

In the course of a distinguished career, he has 
served on a number of important committees; he was 
financial adviser to the Ministry of Shipping from 
1939-41, and he has served the Ministry of Transport 
(formerly the Ministry of War Transport) in the same 
capacity since 1941. We understand that Sir Alan, 
who has been appointed a director of Savoy Hotel 
Ltd, will continue to be active in public work. 


Obituary 
ROBERT STANLEY STOKES, F.C.A. 


We have learned with regret of the death on Sep- 
tember 22nd of Mr Robert Stanley Stokes, Е.С.А., 
of Greystones, Co. Wicklow. 

Mr Stokes was admitted an Associate of The 


Institute of Chartered Accountants in Ireland in . 


тдод and was elected a Fellow in 1921. He was a 
member of the Council of the Institute from 1929 to 
1951 and President from 1941 to 1943. 

Educated at Shrewsbury, he entered the firm of 
Stokes Bros. & Pim, Chartered Accountants, Dublin, 
where he was senior partner from 1932. 

For many years he was a director of the G.N.R. 
(Ireland). He was also a director of many other 
Irish companies. He was a vice-chairman of the 
Royal Irish Automobile Club, Dublin, and a member 
of the Friendly Brothers’ Club, St Stephen’s Green, 
of which he had been grand treasurer for nearly 


forty years. 


The Accountants’ Christian Fellowship 
The Accountants’ Christian Fellowship was formed 
in November 1953 with the object of promoting 
fellowship among Christians preparing for and 
engaged in accountancy and by so doing to seek to 
extend the Kingdom of God. The basis of the 
fellowship is the acceptance of the principles of 
the Christian faith as taught in the scriptures, par- 
ticularly a personal trust in our Lord and Saviour, 
jesus Christ. 

Membership is open to all accountants and 
accountancy students. At the present time there are 
about three hundred and fifty members and the 
number is increasing. 


October 6th, 1956 


Monthly meetings to hear speakers have been 
arranged throughout the winter 1956-57. These 
meetings will be followed by discussion meetings for 
students. А monthly meeting for Bible reading and 
prayer is also held throughout the year and that for 
October will be held at 6 p.m. next Monday in the 
vestry of St Mary Woo oth Church, Lombard 
Street, London, EC4. 

Accountants wishing to join thie fellowship should 
write to the hon. secretary, Mr N. Bruce Jones, 
C.A., 7A Princes Rise, Lewisham, SE13. 


Manchester Society of Chartered Accountants 


The opening meeting in the 1956-57 programme of 
the Manchester Society of Chartered Accountants 
will be held at the Chartered Accountants’ Hall, 
46 Fountain Street, Manchester, 2, next Monday, 
when Mr G. V. Bayley, ЕЛ.А., will speak on ‘Pension 
trusts’. 

Other meetings during the session will be held as 
follows: 
October rath: President’s sherry party (for newly-qualified 


members). 
November 7th: “Professional goodwill now’, by Mr E. K. 
Wright, M.A., F.C.A. 
November 22nd: Annual dinner at The Midland Hotel, 
Manchester. 
December 3rd: ‘Management requirements of the industrial 
and practising accountant’, by Mr G. A. Boardmen. 
January r4th, 1957: ‘Automation and accountancy’, by 
Mr J. A. Hunt, M.B.E. (Members of the Incorporated 
Accountants’ Society of Manchester and District have 
been invited to attend this meeting, which will be pre- 
ceded by tea in the Three Shires Restaurant, бо Spring 
Gardens, at 5.30 p.m.) 
th: ‘Accounting research’, by Professor Е. Sewell 
Who Stamp- -Martin Professor of Account- 
о! the Incorporated Accountants 
District, this meeting will be 
tants’ Hall, до Deans- 
by tea in the 
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from the Act, the first Board of Trade Order under 


.it, and statements made in Parliament during .the 


passage of the Act. It sets out a summary of the 
provisions in simple language, with useful comments 
and a time-table of the steps necessary.in relation 
to the registration of agreements hit by the Act. 
Тће guide costs 4s and 18 available from the office 
of the Federation at 21 Tothill Street, SW1. 


Chartered Accountants’ Hockey Club 
The fixture list for the 1956-57 season of the Char- 
tered Accountants’ Hockey Club has been arranged as 
follows: 
MEMBERS AND ARTICLED CLERKS 


October roth v. Law Society. 

~ Octoberx 7th Members v. Articled Clerks. 
November x 4th v. Stock Exchange. 
December 12th v. Chartered Surveyors. 


February 13th, 1957 v. Oxford University Occasionals. 
. March 20th v. Insurance Hockey Association. 
Anco CLERKS 
December 12th v. Bristol and Cardiff students. 
January 16th, 1957 х. Birmingham students. 
April 3rd v. Solicitors’ articled clerks. 
Summer fixtures are also being planned and 
details of these will be announced at a later date. 
The members of the committee for the 1956-57 
season are: 
Messrs W. Ashton, P. D. Clarke, Р. С. Kay, J. D. 
Liggatt, А. C. A. Myers, С. O. "Merriman, W. L. 
. Rowland, C. Thompson and D. A. Tripp. 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday, 5.0 p.m., in Guildhall: President's meeti 
Address on 'Specialization within a profession', by Sir 
John Wolfenden, C.B.E., M.A. еј Reading 
University. The Lord Mayor will also speak. Chairman: 
Sir Harold Gillett, M.C., Е.С.А., President of the Students’ 
Society. 
Tuesday, 5.30 p.m., at the Institute (limited numbers): 
Lecture and demonstration of Kenrick & Jefferson 
accounting methods. 
ednesday, 5.30 p.m., at the Institute (limited numbers): 
Lecture and demonstration of Kalamazoo accounting 
methods. 


.m., at the Library: .Beginnera" debate on the 
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American Institute's Annual Meeting 

NEw PRESIDENT ELECTED 

Mr Marquis G. Eaton, C.P.4., a partner in the án 
of Eaton & Huddle, Certified Public Accountants, 
of San Antonio, Texas, was elected President of the 
American Institute of Accountants on September 
25th during the Institute's eixty-ninth annual meet- 
ing held in Seattle. 

A member of the American Institute of Account- 
ants since 1931, Mr Eaton has served on the executive 
committee, the Trial Board and Council, and has 
acted as chairman of the committee on regional 
conferences. Не is a past president of the Texas Society 
of Certified Public Accountants, the San -Antonio 
Chapter of the Society, and the Southern States 
Accounting Conference. 

At a presentation also held on September sth, 
Mr J. 5. Seidman, c.p.a., of New York, received the 
American Institute's 1956 award for outstanding 
service to the accounting profession. 

Mr Seidman is a vice-president of the Institute 
and for the past three years has been chairman of 
its committee on federal taxation. He is also a member 
of the Commission on Standards of Education and 
Experience for Certified Public Accountants – which 
recently recommended advanced education as a 
requirement for all future C.P.A.s — and has served 
as accounting consultant to the Appropriations Com- 
mittee of the House of Representatives, the Hoover 
Commission, and the Bureau of the Budget. 

The annual meeting extended over five days and 
was attended by about 1,500 certified public account- 
ants and guests from all parts of the United States. 


Our Weekly Problem 
No. 138: RISE AND SHINE 
‘How long do you spend. in bed? inquired Mr 
U. N. Ravel. 
"It depends,’ said Mr L. U. Sidate, ‘but my target 
is to be in bed between eleven and midnight – I 
like reading in bed – and to get up in time for 
breakfast at eight.’ а 
"Exactly how long does your target allow you 1 
spend in bed?' pursued Mr Ravel. 


"You had hetter nnt that скааачтава. 
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Answer то No. 137: AUNT MARY'S ESTATE 


. Mr Sidate decided to accept the highest offer for each item 


and deduct it from one-quarter of that applicant's bid. 
This resulted in Charles being debited with Дтоо for the 
car, Barbara £15 for the jewellery, Ann being credited 
with £5 after taking the autographs, and David, who did 
not bid high enough to obtain any of the three items, 
being credited with one-quarter of his total offer of £200, 
viz. £50. There was, therefore, a surplus of £60 to be 
divided equally. 

Charles took the car and paid £85. 

Barbara took the jewellery and was all square. 

Ann took the autographs and £20. 


David received £65. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or OCTOBER 8TH, 1881 
Leading article entitled 
INSTITUTE OF CHARTERED ACCOUNTANTS. 


Our readers will naturally await with considerable 
interest the result of what will be, for all practical 
purposes, the first general meeting of the members of 
the Institute of Chartered Accountants in England 
and Wales. It will be remembered that the twenty- 
fourth section of the Charter of Incorporation provides . 
for the holding of a general meeting of members 
within three months after the expiration of one year 
from the date of the Charter. Such a meeting was 
accordingly held in August last, but, inasmuch as it 
was found impracticable to carry out one of the main 
objects of such meeting, viz., the settling of the 
bye-laws, the proceedings were simply of a formal 


character and resulted in an 
Wednesday next the 12th inst. y iig 
work to be performed canno 

for much of the success o 
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. THE CONTROL OF OVERHEADS 


by A. H. TAYLOR, M.C., А.А.С.С.А. 


The Importance of the Problem 

HE efficient planning and control of a 

modern business demands that precise 

and up-to-date information is continuously 
made available to the management. The provision 
of such information is largely the responsibility 
of the industrial accountant because all business 
effort must in the end be interpreted in terms of 
the monetary values in which the accountant 
deals. The wide variety of techniques which have 
been developed for controlling and planning 
business affairs is now dignified by the term 
‘management accounting’ although the ргерага- 
tion of information designed specifically to assist 
in the management of a business is by no means 
a new function for accountancy. 

It appears, however, that at present the greatest 
emphasis is being placed on the control of ex- 
penditure in the workshop, or that centre of 
operations from which the variable or direct 
costs are derived. The importance of controlling 
those costs which are most closely related to 
output cannot, of course, be over-emphasized, 
but in this apparent concentration on the .direct 
element of unit costs there is a danger that the 
developing art of management accounting may 
be headed in the wrong direction. 


The Age of Automation 

There is an evident.tendency for the balance 
of industrial costs to be transferred from the 
direct to the indirect category. This movement is 
due not only to the growing use of mechanical 
methods in the workshop and in the office, but 
also to the appearance of new administrative 
functions concerned in the planning and super- 
vision of production, selling and finance. The 
method used by some accountants, of disguising 
this movement of costs from direct to indirect 
by building up elaborate systems of apportioning 
overheads to units of output, does not alter the 
facts. The age of automation and electronics, of 
which we are on the threshold, may indeed trans- 
form the traditional ciphers of eost accounting 
until a unit cost becomes a meaningless abstrac- 
tion. 

The need for immediate action to reduce direct 
costs is usually apparent from the normal inform- 
ation provided by an efficient costing system, 
since such costs are expected to vary in reason- 
ably close relation to output. At the same time, 


the causes of the increase are often not unduly 
difficult to ascertain. If, for example, the costing 
shows that the direct material ingredient of unit 


‘costs has risen, management is given a clear 


indication that an investigation is called for into 
the usage, cost or nature of the materials, or the 
buying and storekeeping methods. But a rise in, 
say, the cost of administrative salaries per unit of 
output is not so easy to correct, nor is it always a 
simple matter to judge whether such a rise is, 
in fact, a sign of inefficiency. 

For the reasons already indicated it is the pur- 
pose of this article to suggest that accountants who 
aim to assist management in achieving efficiency 
should devote more attention to providing in- 
formation bearing on the control of overheads. 
The broad lines on which it is suggested such 
information should be prepared is set out below. 


The Relationship of Costs to Output 


‘In planning a series of reports dealing with the 


control of overheads, it is necessary for the 
accountant to bear in mind that in the long run 
the total expenditure of a business (and not 
merely the direct costs) must grow or decline in 
relation ‘to output if the business is to remain 
successful. This elementary principle is, of course, 
obvious so far as the direct or variable expendi- 
ture is concerned, but is often conveniently 
ignored in connection with overheads, particularly 
the so-called ‘fixed costs’. 

Many an otherwise efficiently run concern has 
found itself unable to meet price competition 
because of a high proportion of overheads per 
unit of output. Such a situation may arise even 
when the workshops are at full capacity; but the 
portents of disaster may be recognized too late 
unless a clear picture of the situation is presented 
by the accountant in good time for remedial 
action to be taken. It is therefore not only the 
presentation and analysis of past and current 
expenditure which is required, but also the pro- 
jection of the position which. is likely to arise in 
the future. 

The essential distinction between direct and 
overhead costs for control purposes is that the 
former are variable almost immediately on 
thanges occurring in the volume of output, 
whereas the latter can only be controlled over 
comparatively long, periods. Because of the widely 
different nature of the items of expense which may 
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fall under the classification of overheads, the 
periods of time in which these expenses are 
subject to control will also vary considerably. 
In some cases, such as with the wages and salaries 
of relatively unskilled workers, a reduction of 
unnecessary cost may be effected in a matter of 
months: for other overheads, such as depreciation 
of equipment, reduction to an economic level 


may be a process extending over several years’ 


Attempts to relate overheads to output fre- 
quently result in the production of meaningless 
ratios because the calculation covers too short a 
period. For the purpose of overhead control, it 
18. desirable that the accountant should be pre- 
pared to think in periods far longer than the 
traditional yearly account. 


Analysis by Time-groups 

It is suggested that the preliminary accounting 
exercise for the purposes in view is to analyse the 
overheads of the business into time-groups of, 
say, one, five, ten and twenty years. The headings 
of expense which will fall into a particular group 
are those which it is considered are susceptible to 
control within the period concerned. Stationery, 
subscriptions, travelling and entertainment ex- 
penses, and junior staff salaries, might be con- 
sidered as controllable within a period of one 
year and would, accordingly, be analysed under 
the one-year group. Administration and executive 
staff, lighting and heating, directors’ and auditors’ 
fees and legal expenses, might reasonably fall 
within the five-year group. The cost of research 
and development, and possibly of a long-term 
advertising campaign, might be considered under 
the ten-year group, and so might the mainten- 
ance of equipment and the depreciation of heavy 
machinery and fixtures. The group covering 
twenty years and beyond might include rent or 
depreciation of premises, the upkeep of the 
buildings, financial charges such as fixed interest 
payable, pension charges, the cost of personnel 
“activities and welfare or co-partnership schemes. 
These examples ate, of course, only intended to 
indicate the broad methods proposed and would 
vary with each business. 

Once a reasonable allocation of overheads to 
the time-groups has been made, the next step is 
to relate the expenditure of each group to the 
output for the period concerned. For this. pur- 
pose it will first be necessary to decide on the 
appropriate factor which is to be used to repre- 
sent output. Such a factor might be tons of the 
product for sale, passenger-miles covered by a 
transport service or some other measurement. 
In the manufacture or marketing of a a complex 
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commodity or service it may be necessary to use 
some less direct factor such as manzhours or 
machine-hours worked, or perhaps sales in volume 
or value. The cost, over the given period, of 
each overhead group may thus be related to the 
output achieved or expected to be achieved in 
that period. The final objective, so far as the 
accountant is concerned, is to indicate to manage- 
ment where action is required to reduce costs in 
relation to output. 


The Controi Mechanism 
An obvious device is to present the ratios eub: 
lished in the manner set out above as trends over 
a period of years as in the following simplified 
example: 
FIVE-YEAR Group OVERHEADS 


| (Output: 600,000 units) 
- Percentages of Fi 














ive years to 

output Expense heading September 1956 
1953 1954 1955 К £ %. 
164. 6 5 166 Administration . I00,000 1677 
8-3 8-3 Directors’ remuneration 50,000 8:3 
тд r 83 r7 Audit and legal costs .. ° 10,000 r7 

i Services (light, heat, 
205 210 Ara etc.) .. es .. 140,000 23'3 
4Ti 476 478 Total .. ..£300,000 50°0 





The comparative percentages shown on the 
left of the statement are calculated on the output 
and expenses occurring within the five years to 
the end of the years shown. The increasing trend 
clearly demands investigation and further analysis 
of the administration and services headings so that 
the particular elements of cost which caused the 
rising percentage may be located and corrective 
action taken. 
^ A further method of comparison is to relate 
current figures to those of comparable business 
units; for example, other departments, branches 
or associated companies. 


Long-term Plans 
In a similar manner, and. where a reliable 
budgeting technique is in operation, the prospec- 
tive overheads for appropriate future periods 
may be related to prospective output. The 
presentation of the initial budgetary forecasts in 
this manner should prove an invaluable aid to 
top management when considering and adjusting 
the preliminary departmental forecasts. Clearly 
the planning qf overhead expenditure with the 
aid of this device involves the establishment and 
regular revision of long-term plans. 

It is emphasized that the statistical exercises 
outlined above are concerned only with the 
presentation of a picture of the past or possible 
future trend of costs. The accountant's duties in 
the matter are by no means ended at this point: 
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it.may be necessary for him to explain and 
impress on the management the inefficiencies 
which his figures reveal or threaten, and to under- 
take detailed investigations with a view. to advising 
and suggesting the remedies. 


The Control of Output 
Apart from the primary examination as to 
whether the items of overhead expenditure are 
justified by the output, the accountant should 
also give his attention to the level and nature of 
the output or turnover which has a material effect 
on bis percentages. Usually the possibilities of 
increasing turnover (and thus absorbing excess 
overheads) are a constant preoccupation of pro- 
duction, sales and top management, and little 
stimulus will be required from the accountant in 
this direction. Indeed, increases in turnover often 
hide uneconomic overhead costs, of which the 
impact will surely reappear when turnover falls 
again. Furthermore, where productive capacity is 
fully employed or the market is already fully 
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exploited, there may not even be a temporary 
solution to the problem in this direction. 

Where, however, the accountant: can be of 
great service to specialist managers is in pointing 
out those lines of product or service which incur 
disproportionate overhead, such as in the use of 
space, machinery and clerical effort. The possi- 
bilities of selling factored goods or in marketing 
outside the normal range of distribution at a small 
surplus above marginal costs should be. pointed 
out. It is by making constructive proposals of 
this nature that the accountant’s full worth to a 
business is realized. 

The foregoing is not intended to do more than 
outline the means by which an accountant can 
aid management in the control of overheads. It 
is, perhaps, in this field that-the accountant’s 
influence can be most effective, and the trend of 
events clearly suggests that it is a field worthy of 
the closest attention. But the first difficulty to be 
overcome is to convince managers that overheads 
can be controlled. 


NORTH AMERICAN COMMENTARY — LXXIV 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A. (Canada) 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, New York, 


July 
College Accounting Graduates in Demand 
( ie accounting between industry and 
the accounting profession for college 
accounting graduates seems to have grown 
keener, reports the editorial. Starting salaries are 
up in 1956, and the supply of superior students 
seems even shorter. The editorial urges both 
industry and public accountancy to redouble their 
efforts to present the opportunities and satis- 
factions of professional accountancy to the boys 
and girls who will soon be choosing their careers, 
with emphasis on the opportunities for practical, 
carefully supervised training which leads to 
professional competence. 

It is suggested that public accountancy has a 
unique opportunity in.the further development 
of internship programmes for stnior students; 
while industry can do much more to ensuré such 
variety of experience for the capable accounting 
graduate as will qualify him for an executive 
position when he is sufficiently mature. In this 
age of rapidly growing technology with its need 
for professional skills it is, says the editorial, 


the remarkable opportunities for outstanding 
young accountants that are not yet well enough 
known. 
Accounting for Performance 

Dr Howard V. Finston, Assistant Professor of 
Business Administration, University of New 
Mexico, says that the average accounting system 
too seldom permits an objective appraisal of 
executivé performance at various organization 
levels. He tells, however, of the progress of 
several American companies in this direction. 
Thus, the Radio Corporation of America rates all 
company supervisory personnel according to 
designated factors reflecting the quality of the 
work done. Some of these are capable of quanti- 
tative measurement, as in the case of performance 
of the group supervised, control over costs and,. 
to some extent, leadership and development of 
subordinates. Others, such as dependability, 
initiative and judgment, says Dr Finston, appear 
limited to qualitative appraisal. He points out 
that the accounting profession has helped estab- 
fish supervisory incentive pay plans in many 
companies, with specific formulae for measuring 
budgetary efficieney, efficiency of direct labour, 
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economy in use of materials, quality of the 
product and fulfilment of schedules. He. would 
have.accountants evolve similar objective guide- 
posts for merit rating programmes, a challenge 
in keeping with the accountant’s traditional 
concept of rendering service to management. 


. Accountants and the Art of Writing 
It is refreshing to find Mr Maurice E. Peloubet, 
С.Р.А., who has served as vice-president: and 
treasurer of, the American Institute and received: 
its award for outstanding setvice to the pro- 


fession, directing accountants to the fields of. 


English literature for the learning of form and 


style. He says there are only two ways to leatn 


to write: to read what others have written and to 
write yourself. He mentions masters of prose 
from Jonathan Swift to Galsworthy and for 
poetry ће singles out Pope, Dryden and Gray, 
and much of Tennyson and Byron. 

There can be no doubt as to the soundness 
of Mr Peloubet’s advice. Would that today’s 
accounting students would heed it, for the clarity, 
precision and effective construction set up as the 


goal by Mr Peloubet seem to be far beyond the 


reach of most of them! 


The Accounting Review, Menasha, Wisconsin, 


July 
Training in Written English 


Mr Rosecrans Baldwin, C.P.A., partner in the 
firm of Arthur Young & Co, writing indepen- 
dently on the same subject as Mr Peloubet, 
points in the same direction. He can see little 
use in courses on report writing and business 
letter writing, for he thinks that implicit in them 
all is the thought that you can compartmentalize 
the elements of English style into business and 
non-business groupings. This, he says, is a 
false concept, for the one essential of all writing 
is a knowledge of the principles of prose con- 
struction. So he would have commerce students 
in the universities taught English composition 
and style by specialists in the teaching of English. 


The Flow of Funds 


Professor Maurice Moonitz, of the University 
of California, considers the possible forms of a 
funds statement to report changes and move- 
ments not clearly reflected in the balance sheet 
and income statement. He quotes one survey 
as revealing that, while 68 per cent of the Мог 
American companies: involved used such a 
statement in one way or anather, only 19 per 
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cent included it in their annual reports to stock- 
holders. 

The conventional form of funds statement, 
dating. from a ‘where-got-where-gone’ statement 
included in a publication of 1915, accounts for 
variation in working capital. It shows for a given 
period the sums derived from issues to share- 
holders, long-term loans and sales ‘of fixed 
investments or other fixed assets, and, on the 
other hand, the amounts paid out for dividends 
or share redemption, or for repayment of long- 
term loans, or for acquisition of fixed invest- 
ments or other fixed assets. Here changes in 

· inventories do not appear, since inventories 'are 
a part of working capital. Professor Moonitz. 
proposes substituting for working capital 'net 
money assets available for disposition’, inven- 
tories thus being treated as a source of funds 
when sold to customers and as an object for the 
application of funds, when debts are incurred 
to move them from the materials stage through . 
process and into finished goods. The argument, 
here is that inventories are too important to be 
buried in a net working capital figure and require 
large outlays to move them out to customers. 
Experiments with the funds statement are 


. continuing and Professor Moonitz publishes the 


two statements included by American Phenolic 
Corporation in its annual report – опе in the 
conventional form and the other a statement of 
cash receipts and disbursements. His own 
gam is intermediate between these two. 


The nako Chartered Accountant, Toronto, 
july 
Financial Statements for Shareholders 
and Investment Analysts 

After wittily disparaging the trend towards the. 
presentation of ‘Oscars’ for annual financial 
statements, Mr Howard I. Ross, C.A., considers 
how best to satisfy both shareholders and invest- 
ment analysts. He decides that the sensible 
solution would be to require companies to issue 
two quite different types of statement. In the 
first there would be a report to the shareholders 
and in the second a statistical summary for the 
experts. The former could be the conventional 
balance sheet and profit and loss account in the 
simplified formerecently followed by most public 
corpotations, but without many of the technical 
notes. These would go in the technical statements 
prepared for the analysts, who would not need 
the abbreviated highlights which take up room 
in most annual reports. The auditor would need 
to give an opinion on both sets of statements. 


\ 
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PROFESSIONAL ETHICS —I 


by D. V. HOUSE, F.C.A. 


FUNDAMENTAL RULES OF THE 
INSTITUTE 
HEN I began the preparation of this address 
\ X / I was seized by the idea that it should open 
with a dissertation upon the Institute's 
Fundamental Rules as written in our Royal Charter 
of 1880. These rules have since been adopted or 
adapted in the constitutions of ys 
other accountancy bodies and so | 
far as we are concerned the rules 
are fundamental in that a viola- 
tion is liable to give rise to disci- 
plinary proceedings. 

I therefore felt that my address 
should place upon record the 
wisdom and foresight of the In- 
stitute's founders in formulating 
the rules (to say nothing of the 
perspicacity pf their successors 
in applying and revising them), 
my thought being that historical 
detail is essential for every new 
member and that a proper stand- 
ard of professional ethics can be 
understood and maintained only 
by study of the historical back- 
ground. 

It was a brave approach, but 
I was soon to find myself in some 
difficulty. Having carefully com- 
pared the first fundamental rule 
in Section 19 of the Royal Charter 
of 1880 with the first funda- 
mental rule as revised in clause 
20 of the supplemental Royal Charter of 1948, not 
only did I find that the only revision was that the 
words ‘member’ and ‘public accountant’ had ceased 
to be honoured with initial capital letters but, what 
was more important, I could not for the life of me 
understand properly what the rule really meant. 
I then turned for enlightenment to a book published 
in 1927, The Etiquette of the Accountancy Profession! 
and hopefully read the first chapter “Che Funda- 
mental Rules of the Institute'. Тће author seems to 
have been in the same difficulty as myself and I was 
comforted – though not greatly helped — to read as 
follows: "There are, of course, practical difficulties 
in the way of effecting alterations in a Royal Charter, 
but it is submitted that this particular clause requires 
strengthening in some ways and relaxing in others.’ 
It was perhaps wise, in 1948, to let well alone. 

The fundamental rules do however demand careful 





'The first part of a paper delivered at the tenth summer 
course of The Institute of Chartered Accountants in 
England and Wales, at Christ Church, Oxford, on Sep- 
tember 7th, 1956. 
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consideration and it is essential that I should deal with 
them. I must of course emphasize that throughout this 
paper (except when quoting official statements) I am ex- 
pressing my own personal opinions and am not speak- 
ing for the Investigation Committee or the Council. 

It may be true to say that the fundamental rules 
were formed originally with a view to ruling out 
certain undesirable activities 
which existed among account- 
ants when the 1880 Charter was 
drafted. Nevertheless, I have 
come to the conclusion that the 
rules are still sound in substance 
today, although their wording is 
not always easy to apply. They 
are reproduced in Appendix І.2 


Rule (1) 

Rule (1), which has remained 
unaltered since 1880, prohibits 
a member from allowing anyone 
(other than a partner or another 
member) to practise in the 
member’s name. The object is 
presumably to prevent the public 
from being deceived. Thus, it 
would, in my opinion, be a 
breach of rule (1) if a member 
left his office entirely in the 
hands of a non-member ‘man- 
ager’ having power to sign in 
the member’s name and operat- 
ing without any supervision by 
the member – in other words a 
situation where a non-member, although technically 
an employee, is really the practitioner operating in 
the member’s name. 

Clearly, if Mr A. B., chartered accountant, holds 
himself out as 4 public accountant, those who make 
use of the services so offered are entitled to assume 
that the services will be provided by Mr A. B. or 
under his supervision. Mr A. B. must not be merely 
a cloak of respectability for someone who is not a 
chartered accountant. 

Presumably the exception for a partner is on the 
ground that the partners take joint responsibility 
and that (а) if all the partners are members it does 
not matter who does the work, while (b) if there is a 
non-member partner the firm cannot be described as 
‘chartered accountants’, so the public knows it is 
dealing with a ‘mixed bag’. 

I have not been able to think of a really satisfactory 
reason for that part of the rule which appears to 
dllow a member to permit another member (not his 
partner) to practise in his name. 





2 To be reproduced af the conclusion of the paper in a 
later issue. — Editor. 
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Whether rule (1) has any practical importance 
today I would not like to say. It seems to me that any 
real deception of the public, either by design or by 
negligence, could equally well be dealt with as dis- 
creditable conduct under clause 21 (3). Nevertheless 
I feel that there is some merit in laying down as a 
fundamental rule that a member shall not allow 
anyone other than a partner to practise in the 
member's name. 

Rule (2) 

Rule (2) prohibits a practising member from sharing, 
without the consent of his client, the profits of his 
practice with anyone other than his partners, or his 
employees, or other public accountants, or the special 
categories of persons dealt with in the proviso to the 
rule. Thus, while it is in order for a member to share 
his fees or profits with an associated firm of account- 
ants, it would not be permissible for a member to 
share his fees or profits with, say, a solicitor or estate 
agent, unless the member had obtained the consent of 
his client. The natural result of an approach to the 
client for such consent would presumably be a simple 
request to reduce the fee! 

Clearly, I think, the rule is directed against arrange- 
ments or understandings whereby, for a considera- 
tion, professional work will be introduced to a mem- 
ber by a third party. Incidentally, the original rule 
of 1880 was confined to sharing with solicitors and 
gave no exception for cases where the consent of the 
client had been obtained. The present wording was 
adopted on the 1948 revision of the Charter. 


Rule (3) 

Rule (3) operates in the reverse direction from 
rule (2). It prohibits a practising member from 
accepting, without the consent of his client, part of 
the fees or profits of another person, again with the 
exception of another public accountant or an em- 
ployee. Thus, if a client of a member is in need of 
legal advice and he is introduced to a solicitor by the 
member it would be a breach of the rule for a member 
to accept any ‘commission’ from the solicitor except 
with the consent of the client. Similarly with an 
estate agent who might dispose of property for the 
member's client. Perhaps the most common example 
is provided by stockbrokers. It is normal procedure 
for stockbrokers to pay a proportion of their commis- 
sion to banks, accountants and others who introduce 
business to them. If a member accepts such a pay- 
ment from a stockbroker it would be a breach of 
rule (3) if he did so without the consent of his client, 
that 18 to say the person whose business he intro- 
duced to the stockbroker. 

Although I say so with some hesitation, I think the 
terms of the rule are not sufficiently wide to cover 
items such as insurance commissions and commis- 
sions received as agent for a building society. For 
the companies which make these payments they are 
an ordinary business expense and they seem to me to 
fall outside the concept of ‘shaming’ which the rule 
seems to envisage. They аге, for example, quite 


THE ACCOUNTANT 


October 13th, 1956 


different from the arrangements with stockbrokers, 
where clearly the stockbroker's own remuneration is 
being shared. However one has only to obtain the 
consent of the client in order to avoid violation of the 
rule and I would recommend members to do so 
whenever the amount involved is significant. 

It is scarcely necessary for me to add that it would 
be improper to charge a client a fee for services in 
respect of which the member has been remunerated 
by a commission or brokerage from a third party, 
unless the work involved has been substantial and 
out of all proportion to the amount received from the 
third party. 

In its present form, as revised in 1948, rule (3) 
does not specify by name the types of persons whose 
profits or remuneration may not be shared. It there- 
fore differs considerably from the original rule (3) 
of 1880 which read: 

*A. Member shall not directly or indirectly accept 
or agree to accept from an Auctioneer Broker or 
other Agent employed for the sale or letting of or 
otherwise in dealing with any real or personal 
property in the management administration or dis- 
posal whereof such Member or his pártner or any 
of his partners shall be engaged any part or propor- 
tion of or any commission or bonus on the charges 
payable to such Auctioneer Broker or Agent.' 

(Solicitors were not mentioned as they were dealt 
with in the old rule (2) which operated both ways, 
that is to say against the sharing of a member's 
profits with a solicitor and against the sharing of a 
solicitor's profits with a member.) I have quoted 
the text of the old rule (3) because it seems to me to 
give a clear indication of what underlies the more 
general terms of the present rule. Incidentally it is 
interesting to observe that the old rule (unlike the 
new) was not confined to practising members but 
we must remember that in the early days it was most 
exceptional to find a member who was not either in 
practice or employed by a practising member. 


Rule (4) 

Rule (4), introduced in 1948, had no counterpart in 
the 1880 rules and it was therefore clearly dictated 
by undesirable developments which had taken place 
since the original Charter. The rule prohibits a 
member from carrying out public accountancy work 
in his own name when acting on behalf of his em- 
ployers (other than a firm consisting wholly or 
partly of members of the Institute). For example, 
there might be a company called 'Accountancy 
Services Ltd', and if a member were employed by that 
company it would be a breach of the rule if he were 
to do in his owngname on behalf of the company any 
work ,of the kind normally undertaken by public 
accountants. Again, there are firms of estate agents 
or solicitors undertaking accountancy work and if a 
member were employed by such a firm to do the 
accountancy work it would be a breach of the rule 
for him to do so in his own name on behalf of the 
firm. Similarly it would not be permissible for a 
member to do work in his own name on behalf of 
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an employer who is a sole practitioner (non-member) 
or a firm of public accountants which does not have 
at least one partner who is a member. 

It must not be supposed that a member who tech- 
nically avoids violating this rule could properly 
derive his livelihood from employment with a firm or 
company which operates unethically in the field of 
public accountancy. For example, a member em- 
ployed by an advertising income tax agency might 
well be liable to disciplinary action on the ground of 
discreditable conduct under clause 21 (3), even 
though he does not carry out any work in his own 
пате for his employer. 


Rule (5) 
There is no doubt that the object of rule (5) was to 
prohibit members from carrying on any other business 
in conjunction with accountancy; in particular the 
combining of accountancy work with businesses 
such as estate agent and auctioneer. It is clear from 
the issues of The Accountant prior to 1880 that there 
was a good deal of undesirable combination of 
business and a considerable amount of strong feeling 
that this ought not to be allowed for members of the 
new Institute. The eventual compromise (Section 21 
of the 1880 Charter) was to permit the continuance 
of combined businesses which were being carried on 
at the date of the Charter while at the same time pro- 
hibiting any other member from following' 'any 
, business or occupation other than that of a Public 
Accountant or some business which in the opinion of 
the Council is incident thereto or consistent there- 
with' except that any member could enter one of 
the existing protected combined businesses. The 
prohibition was contained in the old rule (4). 

When the old rule (4) was revised and replaced by 
the present rule (5) in 1948 two important changes 
were made. One was to limit the application of the 
rule to practising members. There were, undoubtedly, 
а good many non-practising members of the Institute 
who, prior to 1948, were violating the rule in its 


original form; for example, it was clearly contrary to. 


the rule for a member to be managing director of an 
industrial company, or to be a practising solicitor or 
stockbroker. Fortunately common sense kept pace 
with the development of the Institute and no one 
thought of seeking the exclusion of the many valuable 
non-practising members who were violating the rule. 

'The other important change was the placing of a 
time limit on the continuance of the old combined 
businesses. They had already had sixty-eight years’ 


grace since the original Charter and this step was, . 


therefore, not unreasonable. Moreover, the method of 
limitation was not severe in its operftion; it merely 
provided that the protection should cease at the end of 
ten years after the death or retirement of all members 
of the Institute carrying on the combined business 
at the date of the supplemental Charter. 

Apart from the two changes I have mentioned, the 
present rule (5) is the same as the old rule (4). It 
would be interesting to know whats our founders 
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really had in mind when they introduced the original 
rule, especially as it was not confined to practising 
members. Did they regard auctioneering and allied 
activities as being disreputable occupations, either 
inherently or as then conducted? Or did they feel 


„that to combine public accountancy with a business 


of that kind resulted in undue PUR and was 
therefore an undesirable means of attracting profes- 
sional business? Or were they merely striving to 
establish accountancy as a dignified profession 
calling for whole-time attention and not suitable for 
mixing with other activities, just as one would not 
expect to find that the family doctor is also the pro- 
prietor of the local draper’s shop? Or was it perhaps 
a mixture. of all these? Whatever may have been the 
original intentions, the interpretation of the rule in 
the circumstances of today can often be extremely 
difficult. 

I have no doubt that a member would be laying 
himself open to disciplinary action if he were-to 
display his practising plate outside his retail tobaccon- 
ist shop or his hotel premises. On the other hand I 
cannot believe that disciplinary proceedings would be 
taken against a practising member merely because he 
happened to have an interest in a tobacconist business 
or in an hotel conducted entirely separately from his 
professional practice. To take any other view leads to 
serious difficulties over directorships (and director- 
ships are today clearly ‘incident’ to public practice 
even if some members regard them as not being соп- 
sistent therewith). How could one distinguish the 
sort of case I have just mentioned from that of a 
member who is a director of a company operating a 
chain of tobacconist shops or of hotels? . 

. My own view is that to succeed with a complaint 
under rule (5) it would be necessary to show that the 
‘other activity’ is either disreputable in itself or 
provides a means of attracting business for the 
professional practice. The latter condition would, I 
think, clearly exist if a member were to carry on in 
conjunction with his practice a business such as that 
of estate agent, auctioneer, stockbroker or solicitor 
but in general I do not think one can say more than 
that each case which may arise must be examined on 
its merits. An excellent method of testing any par- 
ticular situation is to consider whether if there were 
no rule (5) a complaint ought to be made under 
clause 21 (3) on the ground that the member's 
conduct was discreditable. . 


DISCIPLINARY PROCEDURE OF 
THE INSTITUTE 


- Violation of any of the fundamental rules renders a 


member liable to the penalty of exclusion or suspen- 
sion, or to the disgrace of reprimand or admonish- 
ment. Clause 21 of the supplemental Royal Charter 
also specifies other matters which can have these con- 
séquences. These other matters include Court con- 
victions for felony or misdemeanour, insolvency, 
lunacy, wilful breach, of any of the bye-laws of the 
Institute, failure to pay subscriptions and being 
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'guilty of any act or default discreditable to a public 
accountant or a member of the Institute’. The quoted 
words are the most important for the purpose of 
my address because most of the matters with which 
I have to deal fall under this head. . 

Му address is concerned with conduct rather than 
discipline, but as disciplinary action arises from 
improper conduct it is desirable for me to record 
shortly the disciplinary procedure. 'T'he procedure is 
based on clauses 21 and 22 of the supplemental Royal 
Charter and bye-laws 103 to 113, all of which are 
reproduced in Appendix IF. For an outline of the 
procedure І cannot do better than quote four para- 
graphs from the address which our secretary, Mr 
Maclver, gave at the Institute's 1954 summer course: 

"The procedure in connection with complaints is 
somewhat as follows. A complaint is received. If it 
appears to bave any substance whatever and is 
sufficiently clear in its terms, the member com- 
plained against is invited to make any observations 
he may care to submit for consideration by the 

"Investigation Committee. The use of the word 

“invited” is important. А member may refuse to 

comment: if he does refuse the matter will of course 

inevitably be submitted by the Investigation Com- 
mittee to the Disciplinary Committee. Members 
seldom refuse to comment and most complaints are 

disposed of by the Investigation Committee by a 

satisfactory explanation. It is frequently necessary 

to invite the comments of the complainant on the 
observations of the accused member and as may be 
imagined there is .often a substantial amount of 
correspondence before the Investigation Committee 
can decide what action, if any, to take. Sometimes 
either or both of the parties are invited to attend 
before the Investigation Committee to elucidate 
matters. Here again "invite" is the operative word. 

If the Investigation Committee decides to make a 

formal complaint to the Disciplinary Committee 

the terms are settled by the Institute's solicitors. 

Notice is sent to the accused member by registered 

post and he is summoned to appear before the 

Disciplinary Committee on a certain day. This is 

usually twenty-eight days or more after the formal 

complaint is made. 

"Ihe supplemental Royal Charter of 1948 intro- 
duced a complete change in disciplinary procedure. 
Under the 1880 Charter the disciplinary tribunal was 
the Council itself and it is difficult to imagine a more 
unwieldy tribunal. Under the 1948 supplemental 
Charter and new bye-laws the Council delegated all 
its disciplinary powers to the Disciplinary Com- 
mittee. This committee consists of twelve members 
and each complaint is heard by a panel of five. The 
new constitution provides also for an Appeal Com- 
mittee consisting of the President and Vice-President 
if available, and three other members of the Council 
none of whom may have taken any part in the 
previous proceedings either before the Investigation 
Committee or before the Disciplinary Committee. 

"Ihe procedure before the Disciplinary Com- 
mittee is as follows: The case for the prosecution 
(the Investigation Committee) is usually presented 
by a solicitor. Counsel is employed only in very 


1 To be reproduced at the conclusion of the paper in a 
later issue. — Editor. 
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complicated cases. A legal assessor, who is a partner 
of a different firm of solicitors, is present to advise 
the Disciplinary panel on questions of law. Тће 
accused member may conduct his own defence or 
may be represented by a solicitor or counsel at his 

· own choice. Alternatively if he so wishes he may get 
another member of the Institute to represent him. 
Strict rules of evidence do not apply and many 
cases are decided largely upon documents. Witnesses 
may be called but there is no power to take evidence 
on oath. The procedure of the Appeal Committee 
is very similar and the Appeal Committee has power 
to consider fresh evidence. The procedure of both 
committees is dignified and impressive. 

‘The Disciplinary Committee may exclude a 
member from membership, suspend him for any 
period up to a maximum of two years or reprimand 
or admonish him. 'The bye-laws provide that if a 
complaint is proved the finding and decision of the 
Disciplinary or Appeal Committee shall be pub- 
lished, together with the name of the member con- 
cerned unless the committee considers that special 
circumstances exist which justify the omission of the 
name. The Council itself decides in what paper or 
papers publication shall be made. It is usual to limit 
this to The Accountant.’ . 


CODES OF CONDUCT 


The word ‘ethics’ has been defined in a dictionary as 
follows: ‘Moral principles, quality or practice; a 
system of moral principles; the morals of individual 
action or practice.’ 

Ethics apply, therefore, to all standards of be- 
haviour in general. Prefacing the word with 'Profes- 
sional' connotes the behaviour of a professional man 
towards his fellows in the profession and other 
professions and towards members of the public. 

In this country we do not favour written codes. 
Аз a nation we prefer a man to be judged by his peers 
rather than be condemned or exonerated by the 
written word and we can still pride ourselves upon 
knowing instinctively what is 'done' or ‘not done’; 
what is ‘cricket’ or ‘not cricket’. The professional 
‘nots’, although frequently unwritten in any Institute 
regulations, are nevertheless principles of conduct 
and failure to observe them can constitute discredit- 
able conduct with the liability to punishment if proven. 

The Institute has no complete written code of 
conduct. There are the fundamental rules to which 
I have already referred and also the matters listed in 
clause 21 of the supplemental Royal Charter (see 
Appendix II) of which the most important is being 
‘guilty of any act or default discreditable to a public 
accountant or a member of the Institute’. There is 
no list of matters which are discreditable and in my 
view the Institute is wise to follow in this respect the 
genergl British dislike of written codes. From time 
to time however the Council deems it desirable to 
make statements for the guidance of members and 
I shall quote many of these statements in | the course 
of my address. 

These Council statements are to be found in the 
Member? Handbook and the supplements thereto, 
with the exception of those issued since the last 
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supplement and these are to be found in the annual 
reports as well as in The Accountant in the published 
proceedings of the Council. 

Experience indicates that some members are 
inclined to overlook the existence of the handbook. 
І cannot over-emphasize its importance. It contains 
a great deal of valuable information and guidance on 
many subjects in addition to conduct. Every newly- 
admitted member should read it from cover to cover 
and it should be the constant companion of all 
mernbers. It is surprising how many of one's problems 
can be resolved by referring to the handbook. 

I have already indicated earlier in this address that 
I am expressing my own personal opinions (except 
when quoting official statements) but I think I can 
safely include a warning in my capacity as a member 
of the Investigation Committee; ignorance of the 
‘law’ is no defence to a complaint if the ‘law’ is on 
record in a document which has been issued to all 
members, even though it may not have been read. 

When a member has to decide whether to do some- 
thing or abstain from doing it and there is no guid- 
ance to-be found in the Members’ Handbook, the 
decision must rest with the member and thereafter 
he must accept the consequences. ТЕ he has serious 
doubts he will be well advised to consult the Secretary 
of the Institute before reaching a decision. With his 
knowledge of precedents the Secretary can often 
help with-advice, or he can refer a new or particularly 
difficult point to the Investigation Committee which 
is now empowered to advise a member in regard to 
any matter of professional conduct (see bye-law. 105 
in Appendix П). 

In some countries (for example the United States 
and Southern Rhodesia) the accountancy bodies have 
detailed codes of conduct. It is not a system which 
appeals to us, if for no better reason than that it is 
impossible to lay down a written code which always 
operates fairly and does not leave loopholes for those 
who are prepared to keep within the letter of the law 
but care nothing for its spirit. Moreover the drawing 
up of a written code necessarily entails stating 80 
much that 18 obvious to anyone who has gone through 
the professional training such as we require for 
membership. For example the ‘Rules for the Guidance 
of Members' of the Rhodesia Society of Accountants 
say that a member 'should not prepare, certify or in 
any way associate himself with апу balance sheet, 
account or other statement containing an essential 
misstatement of fact or an omission of fact as would 
tend to mislead’. . 

Nevertheless the codes of conduct in use overseas 
are well worth studying and they comtain some rules 
which I find rather attractive. In Canada for example 
we find a rule that no member shall take part in any 
effort to secure the enactment, alteration or amend- 
ment of any statute affecting the profession without 
giving immediate notice to the Council. Again in 
Canada (and there are similar rules in other parts of 
the world) we find a rule that no member shall 
-become a member of ог. be associated with any 
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association of accountants or auditors unless it has. 
been approved by the Council. 

One great advantage of not having a written code 
of conduct is that the possibility of disciplinary 
decisions being upset by the Courts is very remote. 
Our Disciplinary Committee has complete freedom 
to decide on its merits whether or not a complaint 
of discreditable conduct has been proved. The 
member is judged by his peers and if either he or the 
complainant were to seek redresa in a Court of law 
(for which, of course, there is no provision in our 
Royal Charters) the. Court would be highly unlikely 
to interfere in what are essentially the domestic 
affairs of the Institute unless there were clear evidence 
of disregard of the principles of natural justice. Тће 
position is of course very different where there is 
some form of registration which has the effect of 
denying practice rights to a person who. is excluded 
from membership of his professional body. 


CHANGES IN APPOINTMENT AS 
AUDITOR OR PROFESSIONAL 
ACCOUNTANT 


It was not until 1937 that the Council issued a 
statement! imposing a duty upon members to com- 
municate with each other when a client wished to 
make a change. (A short statement on the desirability 
of communicating had been published in The 
Accountant of July 11th, 1934.) All the same it was 
an accepted unwritten rule that one should do so and 
I feel sure it was observed by the majority of mem- 
bers. I am by no means so sure that the purpose was 
always fully understood and there is certainly 
evidence of misunderstanding in the application of 
the currént Council statement* which I shall quote in 
full later. For example, some members make their 
communication in the form of a request to know 
whether there is any objection on the part of the 
existing auditor to the proposed auditor accepting 
the work. Usually Mr Old can be expected to have 
every objection to Mr New taking on the job; we all 
object to losing a client, especially if he is a satisfied 
and a satisfactory one. The purpose of the inquiry is 
entirely different. : Dey 
Although professional courtesy does enter into the 
matter, the primary reason for requiring a member to 
communicate with the existing accountant (who may 
not necessarily be a member of the Institute) is to 
give the member an opportunity of knowing all the 
reasons for the change, thereby safeguarding his own 
interests, the legitimate interests of the public and 
the independence of the existing accountant. When 
communicating the inquiry need only be directed to 
the question whether there is any professional reason 


"why the inquirer should not act. 


It i$ important to remember that every client has 
cbmplete freedom to choose his accountant and that 
he may, subject in the case of limited companies to 


-1 Members’ Handbook, page 76. 


* Members’ Handbook, pages 144 to.145. 
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the statutory requirements, make a change whenever 
he chooses and whether his reason is good or not. 
It necessarily follows that no member of the Institute 
‘has a prescriptive right to a client. There can be no 
freehold in an audit. А 

Most cases of change should present по difficulty. 
The obvious kind of reasons which come to mind 
are, for example, where there is a change of address 
‘and a local accountant is preferred; where the partner 
‘who has been dealing with the client's affairs retires 
‘or dies; or where temperaments have clashed or the 
client has some good reason to feel dissatisfied and 
it is obvious that in the interests of all concerned the 
time has come to part. In such circumstances Mr Old 
‘should always face up to the situation with good 
: grace and should co-operate in facilitating the change. 

The existence of a dispute about fees or the fact 
that Mr Old's fees, may not have been paid do not 
constitute valid professional reasons why Mr New 
should decline to act. Mr Old has his legal remedy, 
though Mr New can, of course, in appropriate 
circumstances use his influence in his predecessor's 
favour. I know that many members will not accept 
appointment in such circumstances unless and until 

ey are satisfied that there has been fair treatment of 
-the predecessor; but there is no rule to that effect 
.and the decision whether or not to accept the work 
must rest with the member himself. 'T'o decline will 
not necessarily achieve the desired result. 

There are occasionally cases of change which are 
alleged to be due to touting or fee-cutting. These 
are heinous offences and the facts should be reported 


.promptly to the Institute so that they can receive · 


the attention of the Investigation Committee. 

What should be the correct procedure to adopt 
when someone comes along and says that he wants to 
„сћапре his accountant and wants you to take on the 
work? My own personal immediate inclination is to 
ask why, but that is not always a fair question and 
therefore I usually ask whether Mr Old has been 
informed of the intention to make a change. If the 
answer is in the affirmative then the appropriate 
letter may be sent. Sometimes the answer is in the 


negative and I then ask that Mr Old should first be © 


informed. If the prospective client were not prepared 
to make the first move I would ask the reason for the 
proposed change and if I were then prepared to 
consider acceptance of the work I would communi- 
cate with Mr Old. Such letters are not pleasant either 
to write or to receive. In my opinion the client should 
bave the courage to be the first with the news. In 
every case it is essential that the prospective client 
should know at the outset that Mr New must com- 
municate with Mr Old before giving his decision. If 
such communication is forbidden the proceedings 
are at an end. . 

In the majority of cases the reply to Mr New's 
communication will be that there is no professional 
reason why the work should not be accepted. Mr 
New can then proceed to acfept. If, however, the 
reply is that there are matters which should be dis- 
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closed or discussed it is desirable that Mr Old and 
Mr New should meet. Mr Old should certainly have 
the opportunity to explain exactly the circumstances 
surrounding the change. Here we have the primary 
object of the inquiry, namely that the incoming 
accountant should be put on his guard and make his 
decision in the light of all the relevant information 
from Mr Old. 

What should Mr New do if the reason for the 
change is either (a) an allegation of overcharging; 
or (b) refusal to give other than a qualified certificate? 
In a case of alleged overcharging I myself would 
endeavour to ascertain all the facts and if the fees 
seemed fair I would not accept the job. In case (6) 
I would also ascertain the facts and if I considered 
Mr Old’s attitude to be proper and justified I person- 
ally would refuse to accept the work. I must however 
make it quite clear that there is no Institute rule, 
written or unwritten, to prevent Mr New accepting . 
the appointment in either case and there are many ` 
who argue that in case (b) the work is likely to change 
hands in any event and therefore it 18 better in the 
public interest that it should pass ta one who is 
likely to take the same stand. 

Where a company is involved it is important to 
remember that the appointment of auditor rests with 
the shareholders. There is unfortunately nothing to 

revent a company issuing a notice in which a mem- 

er is named as proposed new auditor without the 
member's permission having first been obtained and 
cases have been known where a firm's name has so 
appeared in a notice issued by a company of which 
the firm has never even heard. This is a defect in the 
Act to which the Council has already drawn the 
attention of the Board of Trade for consideration 
when revision of the Act is contemplated. The correct 
procedure is of course for the proposed new auditor 
to be approached before being nominated and it is 
at this stage that the communication with the existing 
auditor should take place. А member should make it 
clear that until he has communicated he cannot 
decide whether to accept, nomination and that in the 
meantime his name must not go forward. 

Even if the nomination is accepted the decision 
still rests with the shareholders and there is no 
certainty that they will make the change. Moreover, 
the fact that a new auditor has accepted nomination, 
after considering what he has been told by the existing 
auditor, in no way interferes with tbe important 
right given to the existing auditor by Section 160 of 
the Act. This section is not designed to ensure that 
he retains the audit but rather to ensure that he shall 
not be removed without being able to bring relevant 
circumstances to tbe notice of the shareholders 
before they make their decision. 

I think I have said enough to make it clear that in 
imposing the duty to communicate, the Council's 
object was not to interfere with the freedom of a 
client to seek the services of any accountant he may 
choose. Communication is desirable as a matter of 
professional courtesy but the reason for imposing a 
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duty to communicate is to give the proposed. new 
accountant the opportunity of hearing anything 
which the existing accountant wishes to say. There- 
after the decision rests entirely with the proposed 
new accountant and it is here that wide differences of 
opinion exist among members of the Institute. А 
member can properly take over even where the 
reason for the change is that the existing accountant 
has been carrying out his duties with a degree of 
integrity which is not convenient to the client or 
has taken a stand on principle with which the client 
disagrees. I have already indicated that I would not 
myself take over in such circumstances, but there 
are other members who rightly point out that if 
every member were to take the same view then a 
client who was determined upon a change would 
have to go outside the membership of the Institute. 
In recent years a good many members have lost 
audits through circumstances entirely beyond their 
control. I refer to the nationalization of industries, 
amalgamations, the acquisition of subsidiaries and 
'take-over bids'. When nationalization was in full 
· swing the Institute with the other bodies represented 
on the Accountants’ Joint Parliamentary Committee 
made strong representations, with varying but very 
limited degrees of success, that there should be the 
minimum of disturbance of the audit position. No 


success whatever was achieved on the question of ` 


compensation. The Council has not made any 


statement dealing with ‘take-over bids’ and other: 


forms of change in control. Obviously it is not pos- 
sible for the Council to make any statement which. 


might prejudice the freedom of choice of those who . 


have the power of appointment. Nevertheless, those 
who lose work in this way are naturally disturbed by 
this modern development, while those who are asked 
to take over the work may well ask themselves whether 
it is right to do so. 

The decision must rest with the individual but I 
am one of those who believe that it is not in the best 
interests of the profession for changes of auditor to 
be brought about fortuitously as a result of a change 
in control. My own view therefore is that the auditors 
who may be asked to take over should do whatever 
lies in their power to assist existing auditors to retain 
their appointment unless there are very good reasons 
to the contrary. Sometimes this can be achieved by 
the appointment of joint auditors. If efforts of this 
kind аге по made it is obvious, with industry and 
commerce developing on present lines, that further 
grievous blows will be dealt upon firms which have 
often given a great many years of valuable and 
faithful service and can ill afford the loss of what 
has grown to be a substantial client. * 

I now reproduce the full téxt of the current 
Council statement! issued in 1951 in replacement of 
the earlier statements of 1937 and 1943. In doing so 
I would like to emphasize that the duty to com- 
municate is not confined to cases where the existing 
accountant is a member of the Institute. The duty 


У Members’ Handbook, pages 144 to 145. * 
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exists irrespective of his qualification or indeed lack 
of qualification: 

Changes і in Appotntment as Auditor or Professional 

Accountant 
- It is the duty of any member of the Institute 
before accepting nomination for appointment as 
auditor or professional accountant to a company, 
partnership or private individual to communicate 
with the previous auditor or professional accountant. 

"The Council indicated in its statement of April 
1937 that such communication should be made with 
a view to ascertaining the circumstances in which a 
change of auditor was proposed. Some members 
appear to have assumed that if the person proposed 
to be appointed believes himself to be aware of the 
circumstances in which the change is proposed, 
then he is relieved from the duty of communicating; 
the Council therefore wishes to make it clear that 
the duty to communicate exists in every case. It is 
essential that the member who is proposed for 
appointment, whether as видног or as professional 
accountant, shall have an opportunity of knowing 
all the reasons for the change and this requirement 
can only be fulfilled by direct communication with 
the holder of the existing appointment. 

*Apart from any question of professional courtesy 
it is important that the legitimate interests of the 
public and the independence of the existing auditor 
or professional accountant should be safeguarded 
and that а communication should take place even 
though the change is a matter wholly within the 
discretion of the appointor. The duty to com- 
municate is not confined to cases where the previous 
appointment was held by a member of the Institute. 

‘Compliance with the duty to communicate will 
not necessarily preclude the Disciplinary Committee 
from considering any complaint which may be 
made under clause 21 (3) of the се Royal 
Charter. 


- 


"Where a member is invited to undertake special 
professional work for a company, partnership or 
individual, such work being in addition to that 
already being carried out by the client's auditor or 
professional accountant and where no question of 
replacement arises, it is normally desirable, as a 
matter of professional courtesy, for the member 
invited to undertake the special work-to notify the 
client's auditor or professional accountant unless the 
client advances satisfactory reasons for the member 
not so doing.’ 

Experience indicates that I ought to draw special 
attention to the remarks in the last paragraph of the 
statement which appear ‘below the line’ and relate 
to cases where no question of replacement arises. 
Although the Council did not impose a duty to com- 
municate in these circumstances (the operative words 
are ‘it is normally desirable’) I would nevertheless 
recommend members to adopt the normal procedure 
whenever possible. I say ‘whenever possible’ because 
there are isolated cases where secrecy is rightly 
demanded and the whole purpose of the special work 
would be defeated if the existing accountant were to 


be aware of it. le | 
f (To be continued.) 
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WEEKLY NOTES 


New Member of the Council of the Institute 


As announced in the report on another page of the 
October meeting of the Council of The Institute of 
Chartered Accountants in England and Wales, Mr 
Claude Croxton-Smith, M.A., LL.B., J-P., F.C.A., of. 
Bristol, has been elected to the Council to fill the’ 
vacancy caused by tbe resignation of Mr S. W. 
Cornwell, r.c.4. We hope to include a photograph of 
Mr Croxton-Smith together with a short biographical 
note in our next issue. 


Stockbrokers’ ‘Attaché’ not Liable 
to Schedule E 


According to a report in The Times of October 5th, 
the Special Commissioners on October 4th dis- 
charged assessments to income tax under Schedule E 
in respect of commission earned by a stockbroker 
when he was an attaché with a firm of stockbrokers, 
having no salary but receiving commission only. No 
further details are available. 


2 


Oil in the Next Twenty Years 

А recent study by the Oil Committee of the Organiza- 
tion for European Economic Co-operation has made 
an estimate of the amount of oil required by Western 
Europe in 1960 and 1975. The forecast for the latter 
year is necessarily very tentative. Compared with a 
consumption of roo million tons in 1955, it is esti- 
mated that Western Europe will need 153 million 
tons by 1960 and 340 million tons by 1975. These 
estimates are very much in line with those put out 
by the large oil companies. 

This big expansion in demand will be accom- 

anied by an important shift in its pattern. А very 
ge increase is expected in the heavier oils (among 
which fuel oil for industry will play a big part) 
compared with a more modest expansion in the 
demand for petrol. 

Estimated capital expenditure for this vast ex- 
pansion has not been calculated for Western Europe 
but it is by far the main component of what the 
study calls 'the free foreign world' outside the 
United States. Between 1951 and 1955 this area 
spent $10,925 million on oil equipment of all kinds. 
Between 1956 and 1960 the capital budget is likely 
to be $16,900 million, and in the following five years 
as much as $24,550 million. The money for this 
investment programme will have to come to a large 
extent from the reserve of the large oil companies 
concerned. If account is taken of this need to plough 
back substantial profits (which is the traditional 
method of finding funds to expand capacity in the 
oil industry) and of the increasingly complicated 
geological factors – to say nothing of such transpórt 
problems as the Suez crisis can throw up — there is 
a certainty of higher oil prices, The fuel gap will be 
closed, but at a price. 


. record for the 


Savings ata Peak 

Industrial life assurance reached a new record in 
1955 2ccording to a statement made by the chairman 
of the Industrial Life Offices! Association last week. 
According to the returns of twenty-four companies 
and associates representing 99 per cent of tbe in- 
dustrial life business, premium income rose to 
£155 million last year: The combined life assurance 
funds of these offices amounted to {£1,787 million 
at the end of 1955 compared with £1,684 million a 
year earlier. Premtum income of the ordinary branch 
dy and overseas) increased over the same period 
rom [до million to £95 million. 

'The improved savings performance of the com- 
munity, however, is not confined to insurance. Lord 
Mackintosh, chairman of the National Savings Com- 
mittee, has pointed out that the gross receipts of the 
National Savings Movement for the first six months 
of 1956 were £833 million. This is the highest on 
t half of a financial ygar, while net 
receipts of 229 million were the best for eight years. 
Sales of the new savings certificates were £95 million 
in the first nine weeks of their existence, which was . 
50 per cent higher than the receipts from the ninth 
issue, while since May 1st, 44 per cent Defence 
Bonds receipts at £66 million are £18 million higher 
than sale of 4 per cent Defence over a similar period. 

These results are most encouraging in the fight 
against inflation. They show that the public are 
willing to increase the proportion of income saved as 
earnings increase. But no accurate information is yet 
available as to how much of the increase in earnings 
is being saved. As long as earnings are increasing, it is 
possible for savings to grow and consumption to 
increase as well While this is happening inflation 
may be only creeping but it is still on the move. 


The Traffic Problem А 
There are few subjects with as much intricate 
muddle and controversy as town. planning and its 
related problem of traffic congestion. It has been 
cogently argued in thia country for some time that we 
have starved our road system of capital and that vast 
sums are-necessary to make the trunk road system in 
ра fit modern requirements. Mr Нагоја 
atkinson, the Minister of Transport, announced 
recently in addressing the British Road Federation’s 
Urban Motorways Conference, that he was going to 
give top priority to the five arterial road projects link- 
ing London to the north-east, north-west, south-west 
and south Wales and to the Kent coast. Mr Watkinson 
said ‘we had underestimated the growth of road traffic 
and implied that such a programme would not make 
sense if there was a large bottleneck at either end of 
the new traffic roads. In other words, improvements 
would have to be made in the traffic systems of the 
big cities. All these plans are very much on the lines 
approved by most road users. 
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FINANCE AND COMMERCE 


Further evidence of the impact of lower industrial 
profit margins on leading company earnings and 
dividends has made for depressed and quiet stock- 
market conditions. Some investment funds have 
moved into gilt-edged stocks but the general volume 
of turnover remains small with little immediate 
prospect of a broad revival of activity. 


Тће Buckingham Story 


'The statement of affairs by Mr H. O. Raphael, 


F.C.A., receiver and manager of J. H. Buckingham & 
Co Ltd, the shirt-makers, which we reprint this 
week, brings towards the close the story of the 
company, in its brief existence as a public concern, 
told in this column. 

The statement may be read beside the accounts to 
February 28th, 1955, reprinted in our issue of 
September 17th, 1955. 

With the -receiver’s statement is a scheme of 
arrangement саШпр for heavy sacrifices from un- 
secured creditors and shareholders. Creditors for 
amounts under £1, both preferential and unsecured, 
will, if the scheme is passed, have payment in full. 
But that, in such cases, is largely an administrative 
convenience. 

Unsecured creditors (other than for amounts under 
£1) receive a cash composition of Хт or 6s 8d in the 
£1 whichever is the greater. 

Holders of the 6 per cent cumulative preference 
shares have their shares cut from £1 to 25 6d and lose 
all arrears of dividend — probably 6 per cent for three 
years on £119,665. Their dividend rate, however, is 
raised to 74 per cent. 

The £75,000 of ordinary capital is decimated, the 
Is shares being cut from 15 to 1-2d, every 10 of 
I'2d becoming one new 15 share. This, of course, is 
in nominal values. The 1s ordinary shares were sold 
to the public in 1948 at ros or thereabouts. 


‘Credit Squeeze’ 

The scheme of arrangement is part of a reconstruction 
which will involve the acquisition by the company of 
the issued capitals of S. P. Harris Ltd and M. Colver 
Ltd, for 837,655 7% per cent preference shares and 

1,350,000 1s ordinary shares, a consideration which 
gives effective shareholding control to Mr Saul 
Harris and Mr Philip Harris. This, however, is the 
means by which capital will be infused into the 
company. The Harris and Colver net tangible assets 
are given. 

The ‘credit squeeze’ appears to have been the last 
blow. After a loss of about £58,000 for the year to 
last February, the new board had reached a point 
where there was hope that the business would freak 
even for the year to February 1957. 

In the reconstruction work, the board had had to 
rely on substantial support from the company’s 
bankers and while this was given qn a temporary 


basis, there was every reason to believe that it would 
be sufficient until the company again commenced 
to make profits or until it was in a position to obtain 
further working capital. 

But then came the ‘credit squeeze’. ‘At the latter 
end of 1955, the company’s bankers requested a 
large reduction in the bank overdraft as a matter of 
urgency.’ 

‘Defensive’ Expense 


With taxation, television, and other blessings of 
civilization threatening to turn brewing into a 
declining industry, the brewery trade is making 
strong efforts to raise the amenities provided in 
licensed houses. Taxation, however, is again a 
handicap and the position is outlined by Mr Reginald 
Shutte, O.B.E., А.С.А., the chairman and managing 
director of Brickwoods, the Portsmouth brewers. 

Mr Shutte points out that it is not sufficient today 
to keep houses painted and repaired. Everything has 
got to be brought up to date to accord with the 
rapidly rising standards of material comfort and 
modern amenities. Failure means loss of patronage. 
It is not a case of spending money to improve trade. 
More often than not, the house has to be modernized 
at great cost with little or no hope that the trade will 
be improved. The capital investment, says Mr Shutte, 
is ‘defensive’ in the sense that it is incurred with the 
object of defending the existing trade. 

It can be argued, perhaps, that capital required for 
new opportunities and alterations designed to secure 
more trade can reasonably be borrowed from outside 
the business. But no such arguments can be advanced 
for extra capital that is required merely to defend 
existing trade and it would seem, therefore, says 
Mr Shutte, that it is correct to insist that any further 
capital required to maintain an existing trading 
position ought to be found out of profits. 

Unfortunately, as is all too often the case, what 
seems commercially sensible is not permissible under 
the taxation system and, says Mr Shutte, ‘we are not 
allowed to charge these ‘‘defensive” improvements to 
profits’. 

He also urges the point he made last year: the case 
for allowing depreciation on commercial byildings as a 
profits charge. It is essential to ensure that profit 
retentions will match the need for spending money on 
existing properties to keep them up to date, one of 
the most important matters facing the brewing trade 
today. 

Money Market 


Bidding at £98 145 9d, the discount market obtained 
56 per cent of the £280 million of Treasury bills 
offered at the tender on October sth. The whole of 
the £280 million offered was allotted and the average 
discount rate was £5 15 1:514 per cent. Applications 
totalled £424,880,000 with outside competition keen. 
This week's offer із %280 million. 
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_ CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


: Home Consumption and the Wernher Decision 
Sir, ~ It is not surprising that the decision in Sharkey 
v. Wernher and the method of applying it have 
brought forth such a flux of correspondence in your 
columns. May I suggest, with deference, that it is 
unpossible to recall any case where a simple problem, 


adequately and clearly dealt with in the Income Tax ` 


Acts, has been approached in such а roundabout way 
and solved in such a complex and inequitable manner? 

Let us imagine that a man with some little know- 
ledge of simple accounts sets up business as a draper, 
and that at the end of the year he faces the ins of 
preparing accounts with a view to completing his 
income tax return. During the year he has taken 
geods out of stock for the use of himself and his 
family. He is of an inquiring type of mind and it 
occurs to him that unless some adjustment is made 
the accounts will not show the full results of his 
trading. He sets out to ascertain what adjustment, 
and wonders whether some guidance could be found 
in the Income Tax Acts, so he procures a copy of the 
Income Tax Act, 1952. He knows that he is assessed 
under Schedüle D, and he finds that Part V of the 
Income Tax Act, 1952, is headed “Schedule D and 
principal provisions relating thereto'. In a very brief 
period he comes across Section 137: 

‘Subject to the provisions of this Act, in com- 
puting the amount of the profits or gains to be 
charged under Case I or Case II of Schedule D, no 
sum shall be deducted in respect of — 

(а) any disbursements or expenses, not being 

money wholly and exclusively laid ouv or 
expended for the purpose of any trade. . . . 


(b) any disbursements or expenses of maintenance 
of the parties, their families or establishments 
or any sums expended for any other domestic or 
private purposes distinct from the purposes of 
such trade... 2 


He realizes that his search is at an end. The 
amounts he disbursed in purchasing the goods he has 
taken from stock cannot be deducted as an expense. 
He feels that instead of making a deduction from 
purchases, the simpler method, giving exactly the 
same result, would be to enter a single amount as a 
credit, and in a covering letter he explains his 
figures to the Inspector. 

Can anyone point out where he is wrong? The 
wool which his wife took for the ‘recreational 
activity’ of knitting, or the shirt he,took to put on 
his back, or the sugar, flour and tea that the grocer 
next door took from his grocery stock for his family 
to eat~ how can the cost of these goods in any way 
‘be linked up with selling price or market value for 
. the purpose of arriving at the profits of trading for 
income tax purposes? Who would have the audacity 
to try to explain to him that every time he or his 
friend the grocer next door took’ dn article from 


stock he was trading with himself? He might possibly 
have read about the : 
‘maxim of income tax law, which, though it may 
sometimes be over-stressed, yet ought not to be 
forgotten. It is that the subject is not to be taxed 
unless the words of the taxing statute unambiguously 
impose the tax upon him’. 
Yours faithfully, 
| Dublin. HOWARD W. ROBINSON. 


Standardization of Book-keeping Terms 
Sm, - The field in which book-keeping (or principles 
of accounts) is taught, tends to grow wider with the 

* passage of time; this is particularly true of the subject 
in its elementary stages. Not only is the subject 
taught in technical colleges and commercial schools; 
it is being increasingly included in the curricula of 
grammar schools, as a consequence of which, pupils 
of a younger age, are being introduced to the subject. 

Experience in the teaching of such pupils has led 

me to the conclusion that their progress is made more 


-' difficult by the absence of uniformity in the nomen- 


clature of the subject, and by the adherence to 
stereotyped forms of presentation. 

First of all, let us take the case of goods returned. 
These are described as ‘sales returns’ or ‘returns 
inwards’, on the one hand, and as ‘purchases returns’ 
or ‘returns outwards’ on the other hand. I am going 
to suggest the abolition of the expressions ‘returns 

inwards’ and ‘returns outwards’, and to ask for the 

“sole use of the terms ‘purchases returns’ and ‘sales 
returns’. Next, let us consider the item of carriage, 
which we find described as (1) ‘carriage inwards’ or 
‘carriage on purchases’, and -(2) ‘carriage outwards’ 
or ‘carriage on sales’. Here again, I feel that the young 
pupil is likely to be considerably helped if we adhere 
throughout to the expressions ‘carriage on purchases’ 
and ‘carriage on sales’. 

Another point to which we might give attention 
concerns the keeping of partnership accounts. For 
every partner there must be a capital account to show 
his permanent investment in the firm. It is also usual 
to keep а сштеп! account for each partner, showing 
the income he has derived from the firm and the 
manner in which it is dealt with. Now there are other 
accounts which are also described as current accounts 
—there is a current account which a trader keeps 
with his bank; there is also a current account between 
merchants. Ín order to avoid confusion, would it 
not be simpler to call a partner's current account an 
‘income’ account, which is what it really is? 

Finally there is the balance sheet, which runs 
exactly counter to what the pupil has been taught 
regarding the position of assets and liabilities in the 
ledger, and in the trial balance. It is small wonder 
that the pupil finds it difficult to see why the respec- 
tive positions of these accounts should be reversed, 
however much we may impress upon him that the 


378 


balance sheet is really a statement of the financial 
position of a business at a-given date. Has not the 
time come for the universal adoption of a balance 
sheet in the form of a single column, as is done in the 
case of a number of limited company balance sheets 
today? This would effectually do away with the 
confusion which arises in the mind of a pupil when 
he is confronted with a balance sheet which is 
completely at variance with what he has been taught 
regarding double entry. It would also have the 
advantage of giving more information than a balance 
sheet in the traditional fashion usually affords. 

It is submitted that if teachers and all examining 
bodies could agree to the adoption of the foregoing 
` suggestions, the teaching of book-keeping to young 
students would be greatly facilitated. 


Yours faithfully, 
Swindon, Wilts. E. SLADEN. 


Receipts for Cheque Payments 


Sir, – We too have advised all our suppliers that we 
do not wish to have receipts for our payments by 


cheque – ап action in which J. Lyons & Co Ltd, : 


would appear to:have taken the lead. (A note on this 
topic under 'Finance and Commerce' appeared in 
your issue of July 2181, 1956.) . 

We have also advised all our customers that no 
receipt will be given for payments by cheque unless 
requested by a.note to that effect on the bottom of 
statements rendered. Some customers report how- 
ever that they must continue to be given receipts. 
The reasons stated include such as ‘our accountants 
require it’; ‘our present accounting system calls for 
stamped receipts’; ‘please return receipted for audit 
purposes; and one saying ‘it is simpler to get. you to 
let us have receipts rather than have to convince our 
most conservative auditor that these are unnecessary"; 
and yet another ‘so long as our auditors require 
receipts, so long must we ask you to supply same’. 

Neither the letter from ‘E. M. W? in your issue 
of September 8th, nor the letter from *M. H. & S.' of 
August 25th, would appear to have provoked any 
response from either accountants or auditors. There 
seems to be little remedy for 'Е. M. W.' where his 
auditor considers that in the absence of a receipt 
he cannot 'duly vouch the payments, although he is 
wiling to certify that according to the information 
given to him, he is aatisfied that such payments were 
properly made’. 
. The remedy I have suggested to one of our 
suppliers, whose auditors insist upon the issue of 
receipts unless actual cheques can be receipted, is 
to charge his auditors with the cost of doing so 
when a receipt has not been requested. In the mean- 
time, whilst waiting to learn the auditors’ reply, I 
am wondering whether his requirement has been 
understood, as receipted incoming cheques could not 
be available to them for audit purposes. 

I understand there is a law requiring businesses 
to keep ‘proper books’; therefose, it was perhaps only 
reasonable.not to expect to find auditors among the 
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very first to be enthusiastic about the introductior 
of loose-leaf ledgers. 'T'here is, however, quite clearly 
no legal obligation whatsoever to give a receip 
unless requested; nor any legal obligation to insis 
upon having a receipt. Managing directors arı 
responsible to see that the most economic and efficien 
methods are employed in their business. It is reason: 
able for them to expect to receive guidance anc 
advice from their auditors. It would seem to be mos 
unfortunate, therefore, should an enlightened anc 
advantageous change in business procedure be 
impeded by the culpable reluctance on the part o: 
some auditors to abandon their insistence upor 
stamped receipts for payments by cheques whict 
provide their own proof of payment. 

Readers may feel confident that if no auditor i: 
able to submit a case, then there is no case to submit, 
other than one which would be so academic oi 
hypothetical as not to justify thé costs incurred. 

· Yours faithfully, 
M.D 


Bank Deposit Interest 

Sm, – Briefly, the reply to Mr Janes’s inquiry 
(October 6th issue) is that the date the interes! 
becomes ‘income’ depends on the contract between 
the bank and the depositor, ie. on the facts in the 
individual case; so even if I were qualified I would 
not attempt to lay down a general rule. But 1 shoulc 
like to comment on the back duty aspect of the 
practice he describes. ^ 

Let us assume that in a particular case the interes! 
which the'deposit has earned over several year: 
must clearly be regarded as the income of the year 
in which it is credited or uplifted. Undoubtedly the 
depositor has lost compound interest, but his loss 
may be due to such diverse reasons as (a) ignorance, 
(b) a desire for legal avoidance of surtax on a fluctuat- 


ing income, (c) an attempt to tuck away profits on 


which he has dodged paying income tax. 

When the Inspector learns of the sudden increase 
in the taxpayer's apparent means he is likely to make 
inquiries; but in cases (a) or (b) the Inspector would 
normally learn about the new income from the tax- 
pee own returns ~ not from the bank’s disclosure. 

urthermore, when the Inspector makes the inquiry 
he has an open mind; for all he knows, the sudden 
increase may be due to.a legacy or the sale of savings 
certificates, and in a genuine case there should be nc 
difficulty in satisfying him, both as regards the 
amount of the income and the source of the deposit. 
Presumably Mr Janes would not describe all such 
routine inquiries as ‘awkward’ nor.suggest that all 
cases in which,they are issued are ‘back duty’ cases. 

If, they turn out to be real back duty cases it is 
not because the interest is credited at irregular 
intervals: it is because of the taxpayer’s past mis- 
deeds. The occasion for the Revenue’s discovery 
might just as well be a burglary at the taxpayer’s 
home, or the purchase of a house, yacht or business. 
It is not fair to blame the bank. Yours faithfully, 

London, E18. . : V. P. СООК. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND. ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held 
on Wednesday, October 3rd, 1956, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr A. S. H. Dicker, M.B.E., President, in the chair; Mr 
W. H. Lawson, C.B.E., Vice-President; Mr W. L. Barrows, 
Sir Harold Barton, Messrs T. A. Hamilton Baynes, J. H. 
Bell, H. A. Benson, C.B.E., Sir Bernhard Binder, Messrs 
J. Blakey, C. W. Boyce, c.B8.&., W. G. Campbell, Р. F. 
Carpenter, E. C. Corton, W. G. Densem, W. W. Fea, G. R. 
Freeman, Sir Harold Gillett, m.c., Messrs P. F. Granger, 
D. V. House, Sir Harold Howitt, G.B.E., D.5.0., M.C., D.C.L., 


Messrs R. P. Leech, M.B.E., т.р. J. H. Mann, M.B.E.. 


R. McNeil, K. А. E. Moore, S. J. Pears, C. U. Peat, м.с., 
P. V. Roberts, Sir T'homas Robson, M.B.E., Messrs Gilbert 
D. Shepherd, M.B.E., K. G. Shuttleworth, B. Smailpeice, 
C. M. Strachan, o. "p. E, E. D. Taylor, 'A. D. Walker, 
M. Wheatley - Jones, E. F. G. Whinney, R. P. Winter, 
M.C., T.D., with the Assistant Secretaries. 


Presentation of Prizes 


In presenting the following prizes to the under- 
mentioned candidates, who were able to attend the 
meeting of the Council, the President said: 

On behalf of my colleagues on the Council, I 
congratulate you all very sincerely on the accomplish- 
ments which have brought you into this historic 
Council Chamber today. 

As you know only too well, like the cost of living and 


- other evolutions in this rapidly changing world, the 


standard of requirements for professional examinations 
is necessarily widening and becoming more exhaustive 
year by year, which means that those candidates who 
achieve honours and prizes in examinations have every 
reason indeed to be very satisfied with themselves. 

Being a provincial member of the Institute, not 
unnaturally I am interested in the domiciles of the 
honours individuals, and when I examined the list 
of this last examination I felt very gratified. 

The total number of those gaining honours and 
prizes is thirty. Of this total seventeen are Londoners 
and thirteen are from the provinces. Further, it is 
satisfying for us country people to see that the first 
places in both Intermediate and Final were gained 
iby provincial candidates. 

I wish especially to congratulate Miss Barbara 
"Kemp, of London, who obtained a Certificate of Merit 
лп the Intermediate. 

The eyes and minds of you who have overcome the 
Intermediate hurdle so successfully will now be 
-fixed firmly on the Final winning post, spurred on by 
-your success and with a determined atm to завет а 
-double. 

I would like to suggest to you that dáng the 
remainder of your articles you should try to broaden 
-your approach and let your mind and study incline 
-more and more to the practical aspect of all subjects. 
"This will not only give you a larger canvas on which 
to paint your final picture, but it will also help you 
-considerably to tackle the immediate post-Final stage 


in your career when you have to face the world from 
quite a different angle. 

May I also make the following few suggestions: 

(1) Determine to avoid cramming and last-minute 
pressure and arrange your studies accordingly; 

(2) Don't attempt to specialize in any way, keep any 
such idea until after qualification; 

(3) Study carefully the type (not so much the subject- 
matter) of the Final papers for some years; 

(4) Don't waste your time looking for the catch 
questions — there aren’t any. 

(5) When in doubt do consult your Principal, who 
will be only too ready to give you the benefit of 
his advice. | 

I wish-you the very best of luck. 

Those of you who are about to become members 
of the Institute will now be looking to the future with 
legitimate feelings of pride and satisfaction on this 
most successful termination of your period of training. 
It is not for me to advise you as to which of the various 
professional paths you are going to tread, but I do 
urge you to plan your journey with the utmost care 
and thought so that once you get on the road you will 
keep along it safely, going from strength to strength. 

From now on and for always remember that you 
are not only a qualified accountant but you are a 
Chartered Accountant. Always be proud to proclaim 
it. You have acquired a hallmark or gilt-edge quota- 
tion to your valuation, and it is up to you to keep this · 
market price at a high level. 

I want to put it to you as strongly as possible that 
you now haye acquired an important obligation, in 
that it is part of your duty to make the fullest contri- 
bution you can towards the continued maintenance of 
the prestige and integrity of The Institute of Chartered 
Accountants, which wil be ‘Big Brother’ to you 
throughout your professional life. This can be achieved 
in many direct ways, such as an active interest in the 
affairs of your district society and especially in the 
welfare of those articled clerks now struggling in the 
shell from which you have so successfully emerged. 
But most of all you will uphold our great tradition by 
your future personal bearing and conduct in your own 
spheres and in the appearance to the world at large. 

I conclude by saying to all of you that this is a great 
day in your lives. In years to come you may not 
remember me nor many of my colleagues here today, 
but you will remember the day that you came here on 
this so memorable occasion. 

Let the date be always a red-letter day for you and a 
constant reminder that you have started well, with the 
goodwill and wishes of all the members of The Institute 
of Chartered Accountants. 


Final 
First Certificate of Merit, the Institute Prize, the W. B. Peat 
medal and Prize, the William Quilter Prize and the Plender 
Prizes for the T. 
D. Botterill 


tion and Auditing papers 
. E. Frith), St Austell. 
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Second Certificate of Merit, the Walter Knox Scholarship and 
the Plender Prize for the English Law (Part II) paper 
C. I. Brown (M. L. Grant), London. 
Third Certificate of Merit, and the Plender Prize for the 
General Financial Knowledge and Cost Accounting paper 
I. F. H. Davison (F. S. Bray), London. 
Fourth Certificate of Merit 
M. Cottee (T. R. McBride), London. 
Fifth Certificate of Merit 
G. Norman (R. C. G. Tibbles), London. 

Plender Prize for the Advanced Accounting (Part I) paper 
А. D. Geake (F. L. K. Crowe), Weston-super-Mare. 
Plender Prize for the Advanced Accounting (Part IT) paper 
R. A. Hill (R. B. Morrish), London. 


Intermediate : 
First Certificate of Merit, the Institute Prize, the Stephens 
Prize and the Plender Prizes for the Book-keeping and 
Accounts (Executorship) and the Taxation and Cost Account- 
ing papers 
D. Parvin (G. Finch), Brighton. 

Second Certificate of Merit, the Tom Walton Prize and the 
Plender Prize for the General Commercial Knowledge paper 
M. Marsh (5. Blackburn), London. 

Fourth Dac qe of Merit 
Т. G. Preedy (D. F. Jewers), Plymouth. 

Seventh Certificate of Merit 
M. E. Thompson (V. L. Bell), London. 

Eighth Certificate of Merit 
G. Goddard (V. P. Edwards), Worthing. 

S. D. Rathbone (K. H. Fisher), London. 

Tenth Certificate of Merit 
J. B. Barton (P. H. Blandy), Nottingham. 
Eleventh Certificate of Merit 
K. G. T. Cook (J. M. Keith), London. 

Twelfth Certificate of Merit 
P. Marsh (C. H. C. Mabey), London. 

M. А. Pointer (R. W. Barrow), London. 

R. M. Rouse (O. F. Jones), London. 
Seventeenth Certificate of Merit 
A. J. Greenhalgh (J. C. Smethers), London. 
Plender Prize for the Book-keeping and Accounts (Limited 
Compantes) paper 
К. Bleazard (A. 5. Watkinson), Blackpool. 

Plender Prize for the Book-keeping and Accounts (Partner- 

ship) paper 
J. 5. Fox d. R. Briggs), London: 
Plender Prize for the Auditing paper 
А. G. Simister (Ј. R. Haygarth), Leeds. 


Mr Kenneth Alfred Edgar Moore, F.C.A. 
'The Council received with much regret the resignation 
of Mr К. A. E. Moore, F.C.A., from membership of 
the Council. 


Election to the Council 
Mr Claude Croxton-Smith, M.A., LL.B., J.P., F.C.A., 
Bristol, was elected а member of the Council to fill 
the vacancy caused by the resignation of Mr Stanley 
William Cornwell, ¥.c.a., Bristol. 


Re-admission 


One application for re-admission to са was 
acceded to. i 


Exemption from the Preliminary Examination 


Six applications under bye-law 79 for exemption from 
the Preliminary examination wére acceded to. 
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Reduction in Period of Service under Articles 


Seven applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


Exemption from the Intermediate Examination 
Seven applications under bye-law 85 (5) for exemption 
from the Intermediate examination were acceded to, 
and one application was not acceded to. 


Intermediate Examination 
One application under bye-law 81 from an articled 
clerk for. permission to sit an earlier Intermediate 
examination was acceded to. 


Final Examination 
'lhree applications under bye-law 86 from articled 
clerks for permission to sit for an earlier Final exami- 
nation were acceded to and two applications were 
not acceded to. 


Articled Clerks: Industrial Experience 
Three applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in 
an industrial or commercial organization during service 
under articles were acceded to. 


Articled Clerks Engaging in Othtr Business 


The Council acceded to four applications under bye- 
law 57 from articled clerks to engage during their 
service under articles in other business for the sole 


. purpose and to the limited extent specified in the 


applications. 

Accountants’ Lien 
After consulting counsel the Council has decided t to 
issue the following statement in replacement of the 
advice recorded in paragraph 74 of the annual report for 
1952 (reproduced at page 174 of the Members’ Hand- 
book): 

‘An accountant is not deprived of his lien over a 
company's books by the appointment of a liquidator. 
In a compulsory liquidation however the Court has 
power under Section 268 (3) of the Companies Act, 
1948, to require him to produce any books and papers in 
his custody or power and where he claims any lien the 
production shall be “without prejudice to that lien and 
the Court shall have jurisdiction in the winding-up to 
determine all questions relating to that lien". The Court 
would have similar power in a voluntary liquidation in the 
event of the liquidator applying to the Court under 
Section 307. 

'In bankruptcy the position is not the same. Rule 386 
of the Bankruptcy Rules, 1952, states that no person 
shall, as against the Official Receiver or trustee, be 
entitled to withhold possession of the books of account 
belonging to the debtor or to set up any lien thereon, The 
strict manner in which this rule has been construed by 
the Courts shows that it is confined to books of account 
and does not cover documents such as balance sheets. 
Under Section 25 (1) of the Bankruptcy Act, 1914, the 
Court has power on the application of the Official Receiver 
or trustee at any time after a receiving order has been 
made against 4 debtor to require any person to produce 
-any document in his custody or power relating to the 
debtor his dealings or property; it has been held that 
under this section the Official Receiver or trustee cannot 
obtain possession of documents but may only inspect 
them (Re Tolman and England (13 Ch. Div. 885)).’ 


Summer Course, Christ Church, Oxford 


The chairman of the Summer Course Committee 
reported on the proceedings at Christ Church, Oxford, 
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from September 6th to 11th, 1956, and stated that the 
President had sent letters of appreciation to the three 
speakers, to the governing body of Christ Church 
and all others concerned with the conduct of the 
course. . 

'The Council decided that the programme and full 
text of the three addresses should be reprinted in the 
form of a combined booklet similar to those prepared 
for previous courses. Copies are now being printed and 
will be obtainable on application to the Secretary of the 
Institute, price 5s each, post free. Ап order form is 
being sent to all members of the Institute. 

Remittances should be sent with applications which 
will receive attention as soon as the booklets are 
delivered by the printers. 

The Council has approved the holding of a similar 
course from Thursday, July 11th, to Tuesday, July 
16th, 1957. 


Seventh International Congress of Accountants 
Amsterdam, September 9th to 13th, 1957 


The Council wishes to draw the attention of all 
members to a notice issued by the Congress Com- 
mittee inviting persons who wish to attend the Seventh 
International Congress of Accountants in Amsterdam 
in 1957, to send their names and other details to tbe 
secretaries of their own accountancy bodies. The 
Council hopes that as many members of the Institute 
as possible will send the required details to the 
Secretary of the Institute at Moorgate Place, London, 
EC2, as it is the Council's wish that the Institute shall 
be represented in a manner which is worthy of the 
major part which members of the Institute have taken 
over the years in the international development of the 


profession. (The Congress Committee's notice appears 


elsewhere in this issue of The Accountant.) 


Publication of Audit Certificates in Facsimile 
Form 


The Council decided that the following statement 
be published in the report of the proceedings of the 
Council: 


“The Council is of the opinion that, in the case of 
published accounts of public companies in the 
United Kingdom, the inclusion of audit reports on 
headed notepaper in fascimile form is undesirable.' 
This statement is issued in amplification of the 

statement recorded in the annual report for 1949 
(paragraph 19) and reproduced in the Members’ 
Handbook, page 81, 
the publication in fascimile form of certificates of net 
sales or other facts which have been given on headed 
notepaper. 


Certificates of Practice 


The following fifteen applications for certificates of 
practice from associates who have commenced to 
practise were acceded to: 

Allison, Alec James; 1949, A.C.A.; (Taylor & Co), 2 Cardiff 
Road, Luton. 

Birtwistle, Stanley; 1954, ACA. ; 19 Plumpton Avenue, 
Blackpool. 

Burroughes, James Henry Lindon, B.A; 1947, А.С.А.; 
(Gray, Stainforth & Co.), De Walden Court, 85 New 
Cavendish Street, London, W1, and Monument Build- 
ings, 11-15 Monument Street, London, EC3. 

Flanders, John Barry; 1956, A.C.A.; (*Sydney A. Clarke 8 
Co), Cumberland Chambers, 25 Заан Derby. 
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Griffith, John Huw Price; 1955, А.С.А.; 28 Mackenzie 
Street, Slough. 

Jones, Stanley Rickman; 1949, А.С.А.; (*F. L. Gardiner & 
Co), Barclays Bank Chambers, and 12 West Pier, Scar- . 
borough, and (*Levitt Gardiner & Co), 814 Newborough, 
Scarborough; also at Helmsley, Kirbymoorside, Malton 
and Pickering (*F. L. Gardiner & Co). 

Lewis, Colin Charles Boraston; 1956, A.C.A; з Clarence 
Parade, Cheltenham. 

Lowe, James, B.A.(COM.); 1955, A.C.A.; 136 Station Road, 

- Hadfield, Manchester. 

Manssuer, Edward Wacey; 1949, A.C.A.; (Davies, Downs 
& Co), 82 Sankey Street, Warrington. 

Massing, Alan Harvey; 1956, A.C.A.; (Alan Massing & Co), 
27 Wychwood Close, Canons Park, Edgware, Middlesex. 

May, Raymond Wallace; 1947, A.C.A.; (Deacon & Со), 
Lioyds Bank Chambers, Greyfriars Lane, Coventry. 

Parry, Philip Robert; 1956, A.C.A.; (Leicester Parry & Со), 
8 Nassau House, 122 Shaftesbury Avenue, London, W1. 

Sopher, Victor; 1955, A.C.A.; (Garvin, Cantor & Co), Ling 
Eon 10-13 Dominion Street, South Place, London, 

2. 

Tuck, Eric Sydney; 1951, A.C.A.; (*Tuck, Bache & Co), 8 
Limes Close, Ashford, Middlesex. 

Turner, John Richard; 1954, A.C.A.; зов Cottam Lane, 
Ashton on Ribble, Preston. 


Elections to Fellowship 
(a) Sixteen applications from associates for election 


‘to fellowship under clause 6 of the supplemental 


Charter (bye-law 31) were acceded to. 

(b) One application from an associate for election to 
fellowship under clauses 6 and 31 of the supplementel 
Charter (bye-law 31) was acceded to. 


Admission as Associates 


(a) Twelve applications for admission as associates 
under clause 5 of the supplemental Charter were 
acceded to. 

(5) One application: for admission as an associate 
under clause 9 of the supplemental Charter was 
acceded to. 

A list of those who complete their fellowship or 
membership before October 16th will appear in The 
Accountant of October zoth. 


Registration of Articles 


The Secretary reported that 185 articles of clerkship 
were registered during the month of September 1956, 
as compared with 205 in September 1955, making a 
total of 1,006 since January ist, 1956, as compared 
with 957 for the same period in 1955. ` 


Change of Name 


The Secretary reported that the following change of 
name had been made in the Institute records: 
Jack Jacob Nunes VAZ to Jacob Jack NUNES VAZ. 
William Eric RINGQUIST to William Justus Eric 
RINGQUIST. 


` Deaths of Members 
'The Council received with regret the Secretary's report 
of the deaths of the following members: 
.Mr Francis David Crowther Atkinson, F.C.A., Leeds. 

» Guido Wilfred Butler, r.c.4., Kingston, Jamaica. 

» Cedric Gould, F.c.a., London. 

> Herbert John "Inston, A.C.A., London. 

» George Max Philp, a.c.a., Coventry. 

» Leonard Stanley Wood, M.B.E., Е.С.А., Petts Wood. 


* placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 
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FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 

Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to bye- 

law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a hearing 
held on September 4th, 1956. 


October 13th, 1956 


. A formal complaint w was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Noel 


Wiseman, A.C.A., had been guilty of an act or default . 


discreditable to а member of the Institute within the 
meaning of clause 21, sub-clause 3 of the supplemental 
Royal Charter in that (1) despite repeated requests 
made to him during the year 1955, he failed to hand 
over accounts and papers belonging to a limited com- 
pany which were required by another firm of chartered 


accountants to enable them in their professional 
capacity to complete the accounts of the company 
and (2) he failed to reply to or to take any action in 
response to three letters addressed to him by the 
Secretary of the Institute, so as to render himself 
liable to exclusion or suspension from membership 
of the Institute. The Committee found that the formal 
complaint against Noel Wiseman, A.C.A., had been 
proved and the Committee decided that Noel Wiseman, 
A.C.A., of 19 Queen Street, Blackpool, be reprimanded. 


MEMBERS’ LIBRARY | 
The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


Accounting for Intra-company ‘Transfers. (National . 
Association of Cost Accountants.) New York, 1956. 
(N.A.C.A., presented.) 

Accounts from Incomplete Records; by J. G. Simpkins, 
A.C.A. 3rd edition, 1956. (Gee & Co, 158.) 


Adam Smith and the Scotland of his day; by C. R. Fay.. 


Cambridge, 1956. (Cambridge University Press, 25s.) 
The А(55) Tables for Annuitants. (Institute of Actuaries.) 
Cambridge, 1953. (Cambridge University Press, 8or.) 
Australian Accountancy Progress, 1955; edited by Sir A. 
Fitzgerald and K. C. Keown. Sydney, 1955. (Butter- 
worth, 575 6d.). Ы 

Automatic Digital Computers; by М. V. Wilkes. 1956. 
(Methuen, 425.) 

The British Federation of Master Printers Costing System. 
(British Federation of Master Printers). 12th edition, 
1956. (British Federation of Master Printers, 252, 
presented.) 

Christ's Hospital; four hundred years old. (Christ's 
Hospital 1953. (Christ’s Hospital, presented.) 

mpanies Act, 1913 ... (as modified ... May 1954). 
* abit) Karachi, 1955. (Government of Pakistan Press, 
2.11.0.) 


The Cost of the National Health Service in England and - 


Wales; by B. Abel-Smith and R. M. 'l'itmus. Cambridge, 
1956. (Cambridge University Press, 275 6d.) 
Guide to the law of Trustee Savings Banks; by C. L. 
Lawton, A.C.A., 1956. (Savings Bank Institute, 423.) 
The Income Тах Act... consolidated with amendments . 
x H. am Stikeman. "Toronto, 1956. (Richard De Boo, 
.00. 


Information Processing Equipment; (edited) by M. P. 
Doss. New York, 1955. (Reinhold Publishing Co, 705.) 

Introduction to Money; by H. Croome. 1956. (Methuen, 
101 6d.) 

The Law and Practice of the Valuation of Licensed Pre- 
mises; by 8. Westbrook. 1956. (Sweet & Maxwell, 455.) 

The Law of Restrictive Trade Practices and Monopolies; 
by H. Heathcote- Williams, E. Roberts and R. Bernstein. 
1956. (Eyre & Spottiswoode, 36s.) 

The Law of Stamp Duties .. .; by Е. N. Alpe. 24th edition; 
by P. E. Whitworth and J. Mackenzie. 1956. Supplement 
August, 1956. (Jordan, 555.) 

Modern Methods of Valuation of land, houses and build- 
ings; by D. M. Lawrence and W. H. Rees; 4th edition, 
1956. (Estates Gazette, 46s.) 

Monopolies and Restrictive Trade Practices; by M. 
Albery and С. Е. Fletcher-Cooke. 1956. (Sweet: & 
Maxwell, 272 6d.) 

Report on the Supply of Linoleum. (Monopolies & Restric- 
tive Practices Commission.) 1956. (H.M.S.O., 55.) 

Summary of Statutory and other requirements in the 
production of annual reports of companies; 3rd edition, 
1956. (Gee & Co.) (Gee & Co, 7: Мр. 

Survey of Domestic Electronic Di Computing Systems. 
(United States Department of ence) Washington, 
1955. (United States Department of Commerce, pre- 
sented.) 

'Tax Planning with Precedents;.by D. C. Potter and H. H. 
- Monroe; 2nd edition, 1956. (Sweet & Maxwell, 50s.) 
Tax problems of the family company; by M. Grundy. 

1956. (Sweet & Maxwell, 17s 6d.) 


l TAXATION AND RESEARCH COMMITTEE 
The eighty-seventh meeting of the Taxation and Research Committee was held | 
at the Institute on Thursday, September 20th, 1956, at 2 p.m. 


Present: Mr J. Latham, с.в.в. (in the Chair); Messrs 
С. W. Aston, R. D. R. Bateman, M.B.E., T. Fleming 
Birch, R. P. Brown, F. Carruthers, W. R. Carter, 
J. Cartner, A. H. Cheney, D. A. Clarke, J. Clayton, 
C. Croxton-Smith, R. W. Cox, W. G. Densem, S. 
Dixon, A. R. English, F. J. Eves, E. S. Foden, 
G. G. G. Goult, S. C. Hand, W. S. Hayes, G. N. 
Hunter, H. Kirton, S. Kitchen, G. W. Knight, 
E. N. Macdonald, p.r.c., J. H. Mann, M.B.E., G. P. 
Morgan-Jones, · W. E. Parker, C.B.E, A. Rayner, 
D. E. T. Tanfield, А. G. Thomas, C. P. Turner, 
L. W. Underwood, F. J. Weeks, E. F. G. Whinney, 


E. K. Wright, and G. H. Yarnell, with the Secretary. 


Standing Sub-Committees 
Reports from the following Standing Sub- Conialiteea 
were received? . 

* General Advisory Sub-Committee. 
Management Accounting Sub-Committee. 
Taxation Sub-Committee. 

Planning Sub-Committee. 


Ad hoc Sub-Committees 
Reports were received from five special sub-com- 
mittees. 
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Membership 


'The following appointments to membership of the 
Committee for the year commencing October ist, 
1956, were reported: 


Nominated by the Council: Messrs T. Fleming Birch, 
F.C.A., D. A. Clarke, LL.B., В.С.А., W. С. Densem, F.C.A., 

S. M. „Duncan, F.C.A., А. R. English, А.С.А., W. S. Hayes, 
NONE ^J Н. Mann, M.B.E., М.А., F.C.A., G. P. Morgan- 
Tones, M.A., F.C.A., Le Pells, M.A., F.C.A., E. F. G. Whinney, 
M.A., FCA, 


Nominated by District Societies Committees: Birmingham: 


Messrs S. Kitchen, F.c.a., and D. Е. T. Tanfield, F.c.a. 
Bristol: Messrs C. Croxton-Smith, M.A., LL.B., F.C.A., and 
F. J. Weeks, a.c.a. East Anglia: Messrs F. J. Eves, F.C.A., 
and G. G. G. Goult, F.c.a. Hull: Messrs G. W. Knight, A.C.A., 
and F. S. Mowforth, F.c.a. Leeds: Messrs G. N. Hunter 
F.C.A., and A. Rayner, B.SC., A.C.A. Leicester: Messrs J. D. 
Reekie, M.A., A.C.A., and J. W. Walkden, F.c.a. Liverpool: 
Messrs E. N. Macdonald, p.F.c., r.c.4., and C. J. Peyton, 
A.C.A. London: Messrs C. W. Aston, A.C.A., A. H. Cheney, 
A.C.A., W. E. Parker, с.в.к., F.C.A, and E. K. Wright, 
M.A., F.C.A. Manchester: Messrs F. Carruthers, A.C.A., and 
W. R. Carter, M.A., F.C.4. Northern: Messrs F. M. Kellett, 
F.C.A,, and H. Kirton, a.c.a. Nottingham: Messrs К. А. 
Buxton, F.C.4., and L. W. Underwood, F.c.a. Sheffield: 
Messrs S. C. Hand, F.c.a., and A. G, Thomas, F.C.A. South 
Eastern: Messrs P. D. Irons, B.COM., A.C.A., and G. H. 
Yarnell, Е.С.А. Soath Wales: Messrs К. P. Brown, A.C.A., and 
E. S. Foden, F.C.A. 


The following members were co-opted for the year 
commencing October 1st, 1956: 


Messrs R. D. R. Bateman, M.B.E., A.C.A. J. Cartner, 
A.C.A., J. В. L. Clark, ACA., j. Clayton, A.C.A., S. Dixon, 
М.А., СА I. B. Hart, O.BE., T.D., M.A, LL.B., F.C.A., 
J. Latham, C.B.E., A.C.A., А. H. Proud, A.C.A. 


Planning Sub-Committee 
The following members were appointed to Standing 
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Sub-Committees for the year commencing October 
Ist, 1956: 
General Advisory Sub-Committee: The Chairman and 


Vice-Chairman of the Taxation and Research Committee 


(ex officio), Messrs R. D. R. Bateman, T. Fleming Birch, 
Е. P. Brown, K. A. Buxton, Е. Carruthers, J. Clayton, 
W. G. Densem, S. M. Duncan, Е. J. Eves, G. N. Hunter, 
J. H. Mann, F. S. Mowforth, W. E. Parker, C. J. Peyton, 
А. G. Thomas, E. Е. G. Whinney and G. H. Yarnell. 

Management Accounting Sub-Committee: The Chairman 
and Vice-Chairman of Taxation and Research Committee 
(ex officio); Messrs J. Cartner, A. H. Cheney, J. B. L. 
Clark, W. G. Densem, S. Dixon, G. G. G. Goult, W. S. 
Hayes, P. D. Irons, H. Kirton, J. Latham, A. Rayner, 
J. D. Reekie, D. E. T. Tanfield, L. W. Underwood, and 
F. J. Weeks. Recommended for co-optation: Messrs K. W. 
Bevan, E. H. Davison and J. B. Prentice. 

Taxation Sub-Committee: The Chairman and Vice-Chair- 
man of Taxation and Research Committee (ex officio); 
Messrs C. W. Aston, W. R. Carter, D. A. Clarke, C. 
Croxton-Smith, A. R. English, E. 5. Foden, G. 6. 6. 
Goult, S. C. Hand, N. B. Hart, F. M. Kellett, S. Kitchen, 
E. N. Macdonald, G. P. Morgan-Jones, L. Рејв, A. Н. 
Proud, ]. №. Walkden, und E. K. Wright. Recommended 
for G Ho Vielen Messrs H. D. Веззетег, J. E. Talbot and 

ieler. 


Chairman and Vice-Chairman 
Mr С. P. Мограп-Јопев, M.A., Е.С.А., and Mr 8. 
Dixon, M.A., А.С.А., were unanimously appointed 
Chairman and Vice-Chairman respectively, of the 
Taxation. and Research Committee for the year 
commencing October rst, 1956. 


Future Meetings 
The next meeting of the Committee was fixed for 
Thursday, October 18th, 1956, at 2 p.m., and another 
meeting will be held on 'T'hursday, December 2oth, 
1956, at 2 p.m. 


SEVENTH INTERNATIONAL CONGRESS 
OF ACCOUNTANTS  . 
AMSTERDAM, SEPTEMBER 9th—13th, 1957 


We have received from the Secretary of The Institute 
of Chartered Accountants in England and Wales the 
following notice issued by the Congress Committee 
in Amsterdam. Special attention is drawn to this 
notice in a statement appearing elsewhere in this 
issue in the report of the proceedings at the recent 
meeting of the Council of the Institute: 


‘The arrangements for the 1957 Congress аге 
now at a stage that the Congress Committee would 
lie to receive the names and addresses of those 
who wish to attend the Congress. 

‘Those who are planning to attend gre requested 
to give their name, address, date of birth apnd 

7 function(s), if any, within their professional organiza- 
tion, together with the name of their Lady, if she 
accompanies him, to the secretariat of their own 
organization before December 15th, 1956. 

“The personal data of these persons will be sent 
by the said organization to the Congress Com- 
mittee. On the basis of this preliminary registra- 


tion the Committee will send the persons concerned 
a definite registration form together with a pro- 
visional program and additional information. Since 
it is possible to receive a greater number of visitors 
from abroad than did attend previous congresses, 
the Congress Committee hopes that a limitation 
in the number of visitors will not be necessary. 
· In order to ensure that the many visitors the 
Congress Committee is expecting from abroad will 
be able to find sufficient hotel accommodation, the 
Committee has already made preliminary reserva- 
tions at hotels in Amsterdam and at short distance. 
Consequently, it will hardly be possible for visitors 
to make direct reservations. This being so, those 
who wish to attend are strongly advised to make 
their hotel reservation through the secretariat of the 
Congress by means of the above-mentioned definite 
régistration form, which the Congress Committee 
will forward to them in February 1957. Thereupon 
the Congress Committee will do its utmost for a fair 
distribution of the available hotel accommodation. 
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The Congress is organized in Amsterdam from 
September oth up to and including September r3th, 
1957, and will be held in the ‘Concertgebouw’. 

'The Secretariat of the Congress will have its seat 
in the ‘Concertgebouw’ from September 2nd, 1957. 

'The provisional program reads as follows: 
Monday, September 9th, 1957 

Morning Registration. 

Afternoon Opening session. 

Evening ^ Reception. 

Tuesday, September roth, 1957 : 

Morning Business session. Subject: ‘Principles 

for the accountant's profession'. 

. Afternoon Two business sessions (simultane- 

- ously). Subjects: "The verification of 
the existence of assets’; ‘Budgeting 
and the corresponding moderniza- 
tion of accounting’. 
Concert by the ‘Concertgebouw’ or- 
chestra. . 


Wednesday, September rrth, r9 57 

- Morning No business session. 

Afternoon Two business sessions (simultane-. 
ously). Subjects: “The internal audi- 
tor; 'Business organization and the 
public accountant’. 


Evening 
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Evening Round trip through the Amsterdam 
canals. 
Thursday, September 12th, 1957 
M Sd Excursions. 
Evening Government reception. 


Friday, September 13th, 1957 — 
Morning Business session. Subject: "Ascertain- 
| ment of profit in business'. 
.Afternoon Closing session. 
Evening Ball. 


Details about a program for the ladies will be 
published at a later stage. 

The languages to be used during the sessions are 
English, French, German and Dutch. 

At the. meeting of delegates at the 1952 Con- 
gress in London, the President of the Congress 
submitted that for future congresses a financial 
contribution by all visitors was deemed reasonable. 
Accordingly, the Congress Committee has decided 
upon a congress fee of 135 guilders as a contribution 
to the cost of the business sessions and of the record 
of proceedings which will be published after the | 
Congress. The visitors from abroad and their ladies 
are to be the guests of the sponsoring bodies at all ' 
social events. 


NEW LEGISLATION 


АП new Acts are noted in this column, together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Lid, 27-28 Basinghall Street, London, ECa. 


STATUTES 
(4 & 5 Eliz. 2) 


Chapter 63: British Caribbean Federation Act, 
' 1956 


Ап Act to provide for the federation of certain West 
Indian colonies and for the transfer, to а Court 
established for the purposes of the federation, of the 
jurisdiction of the Court of Appeal established by the 
West Indian Court of Appeal Act, 1919, and the 
dissolution of that Court; to provide for conferring 
on the first-mentioned Court jurisdiction to hear and 
determine appeals from the Courts of colonies which 
are not for the time being included in the federation 
and to repeal the British Honduras (Court of Appeal) 
Act, 1881; and for purposes connected with the 


matters aforesaid. 

Price 6d net. August and, 1956. 
Chapter 64: Governors’ Pensions Act, 1956 
.An.Áct to amend the Pensions (Governors of Dom- 
inions, étc.) Acts, 1911 to 1947. 
Price 8d net. August and, 1956. 

Chapter 65: Public Works Loans Act, 1956, 


An Act to grant money for the purpose of certain local 
loans out of the Local Loans Fund. . 


Price 3d net. А August and, 1956. 


Chapter 66: Sanitary Inspectors (Change of ` 
Designation) Act, 1956 - 
An Act to change to public health inspectors the 
designation of sanitary inspectors appointed under the 
Local Government Act, 193 3, or the London Govern- 
ment Act, 1939. 
Price 3d net. August 2nd, 1956. 


Chapter 67: Road Traffic Act, 1956 
Ап Act to amend the law relating to road traffic 
(including driving licences, lighting and insurance), 
the provision of parking places, the regulation of 
public service vehicles and the licensing of goods 
vehicles; and for purposes connected therewith. 
Price 3s 6d net. August and, 1956. 


Chapter 68: Restrictive Trade Practices Act, 
1956 

An Act to provide for the registration and judicial 
investigation of certain restrictive trading agreements, 
and for the prohibition of such agreements when found 
contrary to the public interest; to prohibit the collec- 
tive enforcement of conditions regulating the resale 
prige of goods, and to make further provision for the 
individual enforcement of such conditions by legal 
proceedings; to amend the Monopolies and Restrictive 
Practices Acts, 1948 and 1953; to provide for the 
appointment of additional judges of the High Court 
and of the Court of Session; and for other purposes 
connected with the matters aforesaid. 


Price Is 6d net. August and, 1956. 
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NOTES AND NOTICES 


Personal 


Messrs Носс, Вллмове & Со, Chartered 
Accountants, of gt Park Street, London, Wt; 20 
Copthall Avenue, London, EC2, and 71 Тће Close, 
Norwich, and Tangier and Gibraltar, announce that 
as from October 1st, 1956, Mr Henry DAN BARNARD, 
A.C.A, and Mr Dents G&oRGE WILLIAM BALLARD, 
A.C.A., have become partners in the firm. Mr BARNARD 
wil be associated with the Copthall Avenue office, 
and Mr Ballard with the Park Street office. They both 
served their articles with the firm and have been 
closely associated with it for several years. 

Messrs WiLsoN, BE ZoucHE & MACKENZIE, Char- 
tered Accountants, of Liverpool and London, 
announce that as from October ist, 1956, Mr J. A. C. 
Evason, F.C.A., has been admitted to partnership in 
their London office at 54 Queen Anne Street, 
London, Wi. 

Messrs Joun А. Warpank & Co, Chartered 
Accountants, of 18 Eldon Square, Newcastle upon 
Tyne, 1, announce that Mr THoMas MALCOLM 
SADLER, A.C.A., has been admitted a partner as from 
October 1st, 1956. The style of the firm will remain 
unchanged. 

Messrs Muras & Co, Chartered Accountants, of 

49 Queen Street, Wolverhampton, announce with 
regret the death, on October 6th, of their senior 
partner, Mr E. К. Cowny, Е.С.А. 

Messrs LAWRENCE, GARDNER & Co, Chartered 
Accountants, of 5 Unity Street, Bristol 1, announce 
that as from October rst, that have taken into 
partnership Mr J. A. DAYER, A.C.A., The name of the 
firm will remain unch 

Messrs Beaver, BOWEN & Co, Chartered Account- 
, ants, of Rawcliffe Chambers, 1 Hoghton Street, 
Southport, Lancs, announce with deep regret, that 
their senior partner, Mr WILLIAM GEORGE BEAVER, 
M.C., F.C.A., died suddenly as a result of a heart 
attack on Saturday, September 29th, 1956. He was 
admitted to the Institute on February 7th, 1923 and 
commenced his career as an industrial accountant. 
He entered public practice in 1936. 

Messrs LANGTON & MACCONNAL, Incorporated 
Accountants, of Borough Buildings, 7 Rumford 
Street, Liverpool. 2, announce that their senior 
partner, Mr A. W. MANSSUER, F.S,A.A., due to advanc- 
ing years, has retired from the partnership as from 
October 1st, 1956. The firm will be continued under 
the old style of LaNcroN & MacCoNNAL by the 
remaining partners, and Mr MANSSUER will maintain 
his long association with the firm in a consultative 

capacity. 
- Messrs CHRISTOPHER SMITH & Son, of 36 and 38 
Bank Street, Sheffield, and 1 Church Street, Gains- 
borough, Lincolnshire announce that as from October 
st, 1956, they have taken into partnership Mr 
RONALD T'YZACK, A.C.A., who, with the exception of a 
break during the war years and a short period sub- 


sequently, has been with them for the past eighteen 
years. They also announce that Mr C. A. WHITTING- 
TON SMITH, LL.M., F.C.A., F.S.A.4., has retired from 
the practice as from October rst, 1956, but will 
continue to be available in an advisory capacity. 

Mr PETER HOPKINSON, A.S.A.A., practising under 
the style. of Perer HoPxriNSON, Incorporated ‘Ac- 
countant, announces that as from September 29th, 
1956, he has removed his offices from Martin's 
Bank Chambers, St Helier, Jersey, C.L, to 31 Hill 
Street, St Helier. The telephone number, Central 
3365, remains unchanged. 


Professional Notes | 


The Minister of Fuel and Power has appointed 
Mr R. M. Bradburn, a.c.a., of Birkenhead, to be 
chairman of the North Western Gas Consultative 
Council. 

Mr R. M. Dixon, F.a.c.c.A., who recently resigned 
from the office of managing director of Belle Vue 
Manchester, has been appointed managing director 
of the New Brighton Tower Co Ltd. 

Mr G Pearson, A.8.A.A., principal assistant 
(final accounts) in the divisional accountant's depart- 
ment of the South Wales Division of the Central 
Electricity Authority, has been appointed senior 
assistant accountant in succession to Mr L. Phillips, 
A.S.A.A., who has joined the Atomic Energy Authority. 

Mr H. H. E. Beck, a.c.a., has been appointed 
chief accountant of the British Ermeto Corporation 
Ltd and its subsidiary companies as from October 
Ist, 1956. 

Mr A. W. Tait, F.a.c.c.a., director of costings, 
British Transport Commission, has been appointed 
assistant general manager (finance) of British Rail- 
ways (Eastern Region). 


Dinner to the President of the Institute in 
Ipswich 


On Friday of last week, at The Great White Horse 
Hotel, Ypswich, the President, past presidents, and 
members of the committee of the East Anglian 
Society of Chartered Accountants entertained Mr 
A. S. H. Dicker, M.B.E., F.C.A., at an informal dinner 
in honour of his election as President of The Institute 
of Chartered Accountants in England and Wales. 

The dinner followed the quarterly meeting of the 
committee held in the afternoon, and Mr E. 6. 
Cooper, A.C.A., President of the Society, was in the 
chair. The health of Mr Dicker was proposed by 
Mr У. О. Copeman, С.В.Е., J.P., ACA, and Mr 
Dicker replied. Mr F. W. Morris, F.C.A., of Norwich, 
to whom Mr Dicker was articled, was also present 
and contributed recollections of Mr Dicker’s early 
years in the profession. Не said how proud he was 
that a pupil of his shquld attain the high office of 
President of the Institute. 
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The Chartered Accountant Students’ 
Society of London 
PRESIDENT’S MEETING 
Between 700 and 800 members attended the annual 
President’s meeting of The Chartered Accountant 
Students’ Society of London, held in Guildhall last 
Monday evening, when Sir John Wolfenden, C.B.E., 
M.A., Vice-Chancellor of Reading University, de- 
livered an address on ‘Spetialization within a 
profession’. 

Sir Harold Gillett, M.C., F.c.4., President of the 
Society, was in the chair, and with him on the plat- 
form, besides Sir John Wolfenden, were the Lord 
Mayor of London, Sir Cuthbert Ackroyd, Mr 
А. S. H. Dicker, M.B.E., F.c.a., President of the 
Institute, and: 

Sir Harold Barton, F.c.a., Мг W. G. Campbell, B.A., 
F.C.A., Mr G. R. Freeman, F.c.a., and Sir Harold Howitt, 
G.B.E., D.8.0., M.C., D.C.L., J.P., F.C.A. (Vice-Presidents of the 


Students’ Society); Mr W. S. Carrington, F.C.4., and Mr 
D. V. House, F.c.a. (Past Presidents of the Institute). 


Mr P. F. Carpenter, F.c.a.; Mr H. О. H. Coulson, F.C.A.; | 


Mr F. G. Densem, F.c.a.; Mr G. B. C. Hughes, B.A., A.C.A. 
(Chairman, Students’ Society Committee); Mr R. Р. 
Matthews, B.COM., F.C.A. (Hon. Treasurer of the Students 
Society; Mr L. C. McCracken (Vice-Chairman, Students? 
Society Committee); Commander J. R. Poland, R.N. (Common 
Cryer and Serjeant-at-arms); and Mr E. F. С. Whinney, 
M.A., F.C.A. : 

After being welcomed by Sir Harold Gillett, the 
Lord Mayor gave a short address in. which he referred 
to the fine traditions established down the ages by 
the livery guilds of the City. A vote of thanks to the 
Lord Mayor was proposed by the President of the 
Institute. 

Sir John Wolfenden then delivered his address, 
which we hope to reproduce in full in an early issue. 

A vote of thanks to Sir John, proposed by Sir 
Harold Howitt, was enthusiastically endorsed by the 
audience, and the meeting concluded with a further 
vote of thanks to Sir Harold Gillétt which was 
received with acclamation. 


Next Wzrk's MEETINGS 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m., at the Institute: Lecture, ‘Independence 
and economic policy in South Asia’, by Sir Percival J. 
Griffiths, C.I.E., M.A., B.SC. (formerly Leader, European 
Group, Indian Central Legislature). Chairman: Mr Brian 
Manning, D.L., J.P., F.C.A. (Vice-President of the Stu- 
dents’ Society), 

Tuesday: Visit to Ford Motor Works (limited number). 

Wednesday, 5.30 p.m., at the Library: Special debate for 
beginners. Motion: “The Olympic Games have lost sight 
of their ideal’, 

Thursday, §.15 p.m., at the Institute: Introductory course 
lecture on "The fundamentals of auditing’, by Mr F. R. 
Porter, F.C.A., A.C.W.A. 

Friday, 5.15 pm. at the Institute: Introductory course 
lectures on “The basic principles of double-entry book- 
keeping’, by Mr R. J. Carter, B.COM., F.C.A., and on “The 
i and its branches', by Mr P. W. Medd, Barrister-at- 

wW. 

Saturday, 10.15 a.m., at Bedford: Lecture on ‘Partnership 
accounts’, by Mr H. A. Astbury, Р.С.А. 
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International Fiscal Association 
The tenth annual-congress of the International Fisca 
Association ended in Rome last Monday. The main 
theme of the Congress, which was attended by some 
450 delegates, was the consideration of internationa. 
double taxation in the field of turnover taxes. 

The United Kingdom delegation, which contri- 
buted a paper on “The juridical guarantees of the 
taxpayer vis-à-vis the fiscal authorities’, was led by 
Mr Charles W. Aston, A.C.A., general manager of the 
Peninsular and Oriental Steam-Navigation Co, and 
included Mr Roy Borneman, Q.C., Mr D. E. Richards, 
Mercantile and General Reinsurance Co Ltd,.and 
Mr N. D. Ashley. 

Great interest in the conference was taken in 
official circles in Italy. The first session was opened 
by On. Dott. Giulio Andreotti, Italian Minister of 
Finance, who welcomed the delegates in the name of 
the Italian Government. He was accompanied by 
On. Prof. Giuseppe Medici, Minister of the Treasury. 
The closing session of the Congress on Friday was 
attended by the President of the Italian Republic. 


The Belfast Society of Chartered Accountants 
GOLDEN JUBILEE 

The Belfast Society of Chartered Accountants this 

year celebrates its golden jubilee. The Society was 


' formed in 1906 by a small group of chartered 


accountants and students practising in the city and 
district, to further the interests of the profession and 
to provide office and library accommodation for the 
use of members. Of that group the following are still 
members of the Society, Mr H. E. A. Addy, Е.С.А.; 
Mr Hugh Boyd, F.c.a.; Mr W. H. Fitzsimons, F.c.a.; 
Мг Н. T. Montgomery, F.C.4; and Mr James 
McFadden, F.c.a. From the day of its foundation 
the Society has continued to prosper, and from its 
original membership of twenty-six, has now expanded 
to 500 members and students. 

To celebrate the jubilee a reception and dance 
was held at The Woodbourne House Hotel, Belfast, on 
September 21st. The Chairman of the Society, Mr 
R. E. McClure, F.c.4., and Mrs McClure, with the 
President of the Institute, Mr Frank Cleland, F.c.a., 
and Mrs Cleland, received the guests, and among 
those present were: 5 

Mr Brian Maginess, Q.C., LL.D. (Attorney-General), and 
Mrs Maginess; Alderman R. G. C. Kinahan (Deputy Lord 
Mayor of Belfast), and Mrs Kinahan; Mr H. E. Jones 
(Permanent Secretary to the Ministry ој Commerce), and 
Mrs Jones; Mr E. A. Lister (Chief Inspector of Taxes, 
Northern Ireland; Mr R. C. wis-Crosby (Chairman, 
Dublin Society of Chartered Accountants), and Mrs Lewis- 
Crosby; Mr W. Stuart Orr, B.A., LL.B. (Secretary, The 
Institute of Chartered Accountants in Ireland), and Mrs Orr; 
Mr V. H. Bradley, M.B.&. (Chairman, Chartered Institute 
of „Secretaries, Northern Ireland Branch); Mr T. King 
(President, Incorporated Law Society of Northern Ireland); 
Mr G. Т. McDuff (President, Institute of Cost and Works 
Accountants, Northern Ireland Branch), and Mrs McDuff, 
Mr W. H. McEvoy (Chatrman, Royal Institute of Chartered 
Surveyors), and Mrs McEvoy; Mr R. J. Neely (President, 
The Society of Incorporated Accountants, Northern Ireland 
Branch), and Mrs Neely; Mr R. G. Wilkinson (Vice-Presi- 
dent, Associatjon of Certified and Corporate Accountants, 
Northern Ireland Branch), and Mrs Wilkinson. 


October 13th, 1956 


On the previous day, a special jubilee golf compe- 
tition was held at the Royal Belfast Golf Club, 
followed by an informal dinner in the clubhouse. 
Some sixty members and students attended, and 
after dinner, Mr McClure called on the President of 
the Institute to present the prizes. The winners were: 
Society Cup and special prize (presented by Mr 
W. T. Barry), Mr N. С. White (40 points); second 
prize (presented by Mr A. S. Boyd, Vice-Chairman), 
Mr C. H. Adams (36 points); special students' prize 
(presented by the Chairman), Mr T. F. E. Donnelly 
(35 points). Mr А. 8. Boyd was congratulated on 
holing out in one at the seventh. Following the prize- 
giving the members enjoyed a musical programme. 


Birmingham and District  . 
Chartered Accountants’ Golfing Society 
The autumn meeting of the Birmingham and District 
Chartered Accountants’ Golfing Society was held in 
glorious sunshine at Little Aston, on September 2oth, 
when Mr W. N. Dudley Evans repeated his last 
year’s success in winning the Society’s cup. Playing 
off a handicap of 4 his net 74 in the morning round 

equalled the par of the course. 

In the afternoon the Greensome competition was 
won by Mr L. Bramhall and Mr J. T. Connor, with 
a net 71. The leading results were as follows: 

Мокмімс MEDAL 


W. N. Dudley Evans 78— 4=74 
T. Connor 91—16==75 
W. C. Nelson 84— 7-7) 
P. D. Kelley 81— 3=7 
H. D. Radford 97—18=79 
L.B all 88— 8—80 
J. J. Seedhouse, jun. 90— 9=81 
P. W. Elliott 85— 4-81 
M. Brookes 91—10=81 
' G. А. Clifford 97—16=81 
B. Walker 99 —18-—81 
B. Gillitt 91— 9=82 
R. Beevers ws 92—10—82 
J. T. Chaplina . 98—16—82 


Mr P. D. Kelley, with a net 78, won the prize 
presented by Mr E. C. Turner, for the best articled 


Ў 
clerk’s score. , Барная 


Е у s .. 83—12 =71 

' J. Seedhouse, sen. and J.J.Seedhouse,jun. 81— 8:=724 
rd .. 88—141$—734$ 

x .. 88—1i2 =76 

G. А. Clifford and B. Walker os —17 =77 


R. Beevers and Т. P. Hawker 88—11 :=77 
W. C. Nelson and L. F. Jones . 89—11 =78 
K. W. Deacon and 6. R. Watson 95—161— 784 
P. W. Elliott and P. D. Kelley . 82— 34==784 
- J. T. Chaplin and S. Т. Farmiloe .. 102—20 ==82 
`W. N. Dudley Evans and Е. A. Walker 94—11 =83 
J. L. Smith and R. V. Newland у pracy SIDE ИН 
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The Institute of Chartered Accountants of 
Scotland 
OFFICIAL DIRECTORY, 1956 
The Official Directory, 1956, of the Institute of 
Chartered Accountants of Scotland, now published, 
shows that membership of the Institute. at April 
зо, 1956, numbered 5,962- an increase of 196 


on the previous year's figure. Àn analysis of the total 


membership shows that there are 3,137 members in 
Scotland, of whom 955 are in practice on their own 
account or as partners in firms. Of the remaining 
members, 1,836 are in the United Kingdom outside 
Scotland and 989 are abroad. The numbers of those 
in practice are 235 and 210 respectively. 

'he Directory contains the usual alphabetical 
and topographical lists of members, together with 
details of the membership of the Council of the 
Institute and of the Standing and Local Committees 
for 1956-57. 


-a The Accountants’ Christian Fellowship 


A meeting of The Accountants’ Christian Fellowship 
to be held at Incorporated Accountants’ Нађ, 
Victoria Embankment, next Friday at 6 p.m., will 
be addressed by Dr Arnold S. Aldis, of Cardiff 
University School of Medicine. Other meetings 
arranged for the coming winter months are as follows: 


` November 23rd, 6 p.m., at Incorporated Accountants’ Hall: 


‘How it began’, by the Rt. Hon. Ernest Brown, P.C. 
January 25th, И; 57, 6 p.m., at Incorporated Accountants’ 
Hall: ‘What do Christians really believe?’ by the Rev. 
George B. Duncan, M.A, Vicar of Christ Church, 
Cockfosters. 
February 23nd, 6 p.m., at Incorporated Accountants’ Hall: 


- Annual general meeting. 
March 21st, 6 p.m., in the Oak Hall of The Institute of 
C 


hartered Accountants in England and Wales: ‘Christian- 
ity in industry, by Mr А. С. B. Owen, chairman and 
managing director, Rubery Owen & Co Ltd. 


Annotated Tax Cases 

Part 2 of Volume XXXV of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.C., is published 
today and contains reports, with notes on the judg- 
ments, of the following cases: Bradshaw v. Blunden 
(Ch.D.); Associated Artists Lid v. C.I.R. (Ch.D.); 
Beach v. Reed Corrugated Cases Ltd (Q.B.D.); Sun 
Life Assurance Society v. Davidson (C.A.); Phoenix 
Assurance Co Ltd v. Logan (СА у; In re Flower’s 
Settlement Trusts (Ch.D.); In re Harrison’s Settlement 
(Ch.D.) Southern Railway of Peru Lid v. Owen 
(H.L.); Parkhouse Collieries Lid v. CLR. (C.A.). 

The annual subscription to the Annotated Tax 
Cases is 30s post free; the publishers being Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
EC2. 


JOHN FOORD .& COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, TACTORIES, PLANT & MACHINERY, Etc. 
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Mansfield Law Club | 
Тће opening meeting in the Michaelmas term of the 
Mansfield Law Club was held at the City of London 
College, Moorgate, EC2, on Thursday, when the 
Rt. Hon. Lord Justice Denning, spoke on ‘The right 
conduct of business’. 
Other meetings have been arranged as follows: 
October 25th. — ‘Clauses for exemption from common 
law liability in business contracts’, by Mr Clive M. 
Schmitthoff, LL.D., Barrister-at-Law, M.I.EX. 
November 8th. – ‘Executors and the private company’, 
by Mr H. D. G. Trew, LL.B., Barrister-at-Law, 
assistant manager of the Trustee Department, West- 
minster Bank Ltd. 
November 22nd. — ‘Insurance law: some basic principles’, 


by Mr W. A. Dinsdale, PH.D., B.COM., director of. 


education, Тће Chartered Insurance Institute. 
December 6th. — А moot on the sale of goods. In the chair: 
The Hon. Mr Justice McNair. 


All these meetings will be held at the City of 
London College, Moorgate, EC2, at 6 p.m., and 
will be preceded by an informal tea for members 
and their guests. Visitors are welcome at all meetings. 


Our Weekly Problem 
No. 139: BULBARGAINS 


Mrs Sidate had examined with care a highly coloured 
bulb catalogue she had recently received, and had 
narrowed the choice to the following: . | 


Stevenius at 45 
Jena-Jana at 5s 
Brensheelan at 6s 


Kresacr at 7s 
She decided to order a few dozen of two of the 
varieties and enclosed £3. She received the following 
letter: 
‘Dear Lady, 

‘We have despatched a postparcel which we hope 
reach you well. Alas! You have with much regrets 
misread the price of our bulbargains which were per 
ten bulbs, not so per dezen bulbs. So that they may 
enjoy your bed we have send the same number of your 
esteemed order but give you fewer more expensive 
and greater number of the not so expensive. We regret 
very much you will not have roundozen of each sorts. 

*We cordially invited British to see our flower- 
gardens if you visit our country.’ 

What enjoyed Mrs Sidate's bed? 

The answer will be published next week. 


ANSWER TO Мо. 138: RISE AND SHINE 
The difference of the squares must be 11. The product 
of the squares cannot be as much as 9 hours and is rand a 
to be less than 7 hours. This limits the squares to 11? and 23. 
Bed-time 11$ — 2? = 11.7. 
Time in bed 117 х 2? = 484 minutes. 
Getting-up time = 7.11. 
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Disclaimer 


Mr Arthur Cartwright, AS.AA, AA.C.C.A, of QA 
Lancaster Avenue, West Norwood, SE27, asks us to 
state that he is not that Mr Arthur Cartwright who 
was referred to in a Decision of the Disciplinary 
Committee of The Institute of Chartered Account- 
ants in England and Wales, published in the issue 
of August 11th. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or OCTOBER 15TH, 1881 
Leading article entitled 
INSTITUTE OF CHARTERED ACCOUNTANTS 


The interest naturally felt by the members of the 
Institute of Chartered Accountants in the framing of 
the bye-laws of that body, was plainly evidenced by 
the large attendance at the meeting held on Wednes- 
day last, when the draft scheme prepared by the 
Council was submitted for general acceptance. The 
bye-laws are intrinsically second in importance only 
to the Royal Grant of Incorporation itself, and it says 
much for the care and skill bestowed upon the work by 
the framers of these hundred and odd bye-laws for 
the government of the Institute, that their draft has, 
with some few important exceptions, proved generally 
acceptable to the members, as wil be seen by a 
detailed report of the meeting whic we print else- 
where. What those exceptions were, and what were 
the accepted amendments upon the draft formally 
submitted’to members a few days ago, will sufficiently 
appear from the report itself. It should, however, be 
added that although the bye-laws were in a sense 
disposed of at this meeting, they do not come into 
immediate operation. On the contrary, it was stated 
by Mr. F. Whinney, who presided in the absence of 
the President, and who prefaced the regular business 
with an interesting statement as to the progress 
and position of the Institute—that a confirmatory 
meeting was necessary. The twenty-fourth section of 
the Charter, which deals with the subject of the first 
general meeting and first bye-laws, certainly contains 
no provision to this effect, but it appears that the 
Council have been advised that the confirmation of a 
subsequent general meeting is necessary, and another 
meeting for this purpose will be held on Wednesday 
е to 
be passed, the twenty-sixth section of the Charter 
Бо that bye-laws made by the Institute shall 
not have effect until they have been submitted to, 
and allowed by the Lords of the Privy Council, Still 
it cannot now be long before the Institute gets into 


full, and, we Hope, effectual working order. 
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: VOL. CXXXV. NO. 4270 


AMERICAN CONSOLIDATED 
ACCOUNT PRACTICES 


HE production of consolidated accounts in this country 

was first made compulsory in 1948 when, in Sections 150 

to 154 of the new Companies Act of that year, the rule 
was stated, the exceptions listed, the terms ‘holding company’ and 
‘subsidiary’ defined and the form and contents of the required ` 
accounts prescribed, all in words now very familiar to most 
accountants. The influences which brought about this major reform 
were many but among them should be mentioned the announce- 
ment by the Stock Exchange in 1939 that any holding company 
applying for a quotation would thenceforward be expected to 
circulate consolidated accounts annually to its shareholders; 
recommendation VII of The Institute of Chartered Accountants 
in England and Wales, issued in 1944, on the disclosure of the 
financial position and results of subsidiary companies in the 
accounts of holding companies; and, of course, the insistence by 
the Cohen Committee on Company Law Amendment in its report 
of 1945 that the publication of group accounts should be enforced 
by statute. 

The convention in America of publishing consolidated accounts, 
established some years prior to the advent of the 1948 Companies 
Act, must also have been an important formative influence. This, 
in consequence, adds interest to the recently published report of 
the American Institute of Accountants on the current practices 
followed in their preparation in that country.! The material for 
the report was obtained from the 329 companies (out of about 
400 circularized) who completed questionnaires addressed to 
them by the Institute. The accounts of these companies are 
already analysed each year in the Institute's series of studies of 
trends and techniques in company accounting so that the present 
survey may be regarded as an amplification of one section of the 
major work.? 

The companies were asked to state their policy in determining 
whether or not a subsidiary should be included in the consolida- 
tion and the three main considerations, as adduced from the 
replies, were: the degree of control by the parent company; 
the extent to which the subsidiary was an integral part of the 
up; and the ‘nationality’ of the subsidiary. As regards 
the first of these, majority ownership of the voting stock was 
generally regarded as a valid reason for including domestic 
subsidiaries although fourteen companies indicated that only 


1 Survey of Consolidated Financial Statement Practices (American Institute of 
Accountant, New York, 16, N.Y.). . 


^ £See The Accountant of March 1oth, 1956, at page 259. . 
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100 per cent subsidiaries were. consolidated. 
More than a hundred companies stated that they 
had subsidiaries carrying on a materially different 
type of business from the other members of the 
group but only twenty-four exclusions were 
expressly on that account. 'T'he main reason given 
for omitting foreign subsidiaries from the con- 
solidation was that they had material assets 
which were subject to exchange restriction. 

Of the 329 companies which completed the 
questionnaire, about 100 had subsidiaries which 

_had not been consolidated. In twenty-three of 
these instances, however, some form of financial 
statement was given in respect of those sub- 
sidiaries. The basic statement presented to share- 
holders was, in the overwhelming majority of 
cases, the consolidated financial accounts. In a 
few instances,'these were supplemented by sepa- 
rate or group statements of the consolidated 
subsidiaries and separate or group statements of 
the unconsolidated subsidiaries. It is curious to 
note that in only five cases were the financial 
accounts of the parent company submitted in 
addition to the consolidated statements. 

In giving specific information regarding sub- 
sidiaries which had been consolidated, the 
common practice was to use footnotes or special 
captions. Disclosures thus made covered such 
items as totals of foreign assets and liabilities; 
unremitted earnings of foreign subsidiaries; 
conversion rates; prospective taxation on future 
transfers of unremitted earnings; onid contingent 
liabilities. 

. The same method was employed to convey 
information regarding unconsolidated sub- 
sidiaries whose financial accounts had not been 
submitted as a separate statement. The main 
subject-matter of such notes was generally the 
consolidation policy being followed and the 
equity of the parent company in the net assets 
and earnings of the subsidiary or subsidiaries not 
consolidated. 

' Minority interests were an issue in sixty out of 
the 329 cases under review. The problems 
encountered – and surmounted in a variety of 
ways — included the elimination of inter-com- 
pany profits; the ascertainment of the ameunt of 
the minority interest and the method of dés- 

-closure in the financial accounts; the treatment of 
a deficit in the minority interest; and the alloca- 
tion of the taxation liability where group 
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assessments were operative. Another cognate 
matter which received careful consideration 
was the effective date of acquisition of a subsidiary 
when the shares had been purchased in several 
blocks. Of the sixty companies in this position, the 
‘date of acquisition’ for the purpose of calculating 
the difference between the cost and book value 
of the shares acquired by the parent or ascertain- 
ing the acquired or pre-acquisition surplus was 
taken, in thirty instances, to be the date on which 
control was actually acquired. Another twenty 
companies apportioned the figures over the 
several purchase dates, four took the date of the 
largest purchase and three the date when 100 
per cent of the shares was acquired. 

Two outstanding overall impressions are 
obtained from the survey. The first is the striking 
uniformity of accounting practices within each. 
group. No fewer than 300 of the 329 companies 
*on parade' indicated that parent and subsidiaries 
had common policies on all matters of principle 
when preparing their respective financial ac- 
counts. Reasons given for divergences in policy 
included the requirements of ‘regulatory agencies’ 
and foreign Governments, differences in the 
bases of stock valuation and depreciation and 
variations in the character of business opera- 
tions. 

The second impression — which appears almost 
to run counter to the first — is the striking diversity 
of accounting practices between the various 
groups. It would seem that there are a great 
many ways of arriving at a state of e pluribus unum. 
As long, however, as the reasoning is responsible 
and the fundamental principles of good account- 
ing are observed, this manifestation of intellectual 
individuality 1s to be welcomed. In his excellent 
book on the subject, Sir Thomas Robson, M.B.E., 
M.A., F.C.A., states that the problems and com- 
plexities of consolidated accounts ‘can only be 
solved by the application of a firm grasp of 
principle and by the use of imagination and 
ехрегіепсе’.1 From the information so ably. 
collected and analysed by the American Institute 
of Accountants, it seems clear that executives 
and accountants in the United States are fully 
aware of the complementary virtues of orthodoxy 
and originality in the preparation of consolidated 
accounts. 





1 Consolidated and Other Group Accounts (Gee & Co 
(Publishers) Ltd, London). 
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FRAUDULENT PREFERENCES 


The Favouring of Creditors: When Trustees in Bankruptcy may Object 
by W. H. D. WINDER, M.A., LL.M. 


N accountant who has been appointed a 
trustee in bankruptcy or a liquidator in a 
winding-up will often have to consider 

whether a payment made by the debtor or the 
company to a creditor has been made with a view 
of giving that creditor a preference over the other 
creditors. Should the trustee or liquidator seek to 
claim such a payment for the benefit of the 
general body of creditors on the ground that it 
was a fraudulent preference? 

The answer to the question involves the appli- 
cation of legal principles to the particular facts, 
which are likely to be complicated, and those 
principles are not sufficiently revealed by the 
bankruptcy legislation. itself. It is essential to 
appreciate what principles have been laid down 
in decided cases. 

Before this year, the last decision of impor- 
tance on the subject was in 1943. Now the Court 
of Appeal in In re Cutts (a bankrupt), ex parte 
Bagnor Mutual Building Society o. Trustee of 
T. W. Cutts ([1956], 1 W.L.R. 728) has given 
further guidance on a question which lawyers as 
well as accountants do not find easy, as is shown 
by the division of judicial opinion in the Court. 

As is observed in one of the judgments, though 
the language of Section 44 (1) of the Bankruptcy 
Act, 1914, is, upon face of it, straightforward and 
simple enough, the question of the applicability 
of the section to the facts of particular cases has 
not seldom proved in practice a matter of diffi- 
culty. This appears clearly from the number of 
cases containing judicial pronouncements on the 
construction of the words now incorporated in 
Section 44 and previously found in the corres- 
ponding section of the earlier Act of 1883, the 
principle expressed by the words being indeed 
earlier than its statutory adoption. 

Section 44 (1) of the Bankruptcy Act, 1914, as 
amended by Section 115 (3) of the Companies 
Act, 1947, provides as follows: 

‘Every conveyance or transfer of property, or 
charge thereon made, every payment made, every 
obligation incurred, and every judicial proceeding 
taken or suffered by any person unable to pay his 
debts as they become due from his own money in 
favour of any creditor, or of any person in trust 
for any creditor, with a view of giving such creditor, 
er any surety or guarantor for the debt due to 
such creditor, a preference over the other creditors, 


shall, if the person making, taking, paying, or 
suffering the same is adjudged bankrupt on a 
bankruptcy petition presented within six months 
after the date of making, taking, paying, or suffering 
the same, be deemed fraudulent and void as 
against the trustee in the bankruptcy.’ 
It will be observed that the actual expression 
‘fraudulent preference’ does not occur. On the 
words of the section, it is the payment or transfer 
which is fraudulent, not the preference. But the 
usual formula ‘fraudulent preference’ is not mis- 
leading and does not give a false impression of 
the way in which the section has been construed. 


Burden of Proof on Trustee 

Without attempting an exhaustive exposition of 
the requirements of the section there are certain 
principles which can be safely stated. The onus 
is upon the person alleging a ‘fraudulent pre- 
ference’ to prove to the satisfaction of the Court, 
if the matter is contested, that the payment 
impugned was made by the debtor ‘with a view 
of’ preferring the payee over the other creditors. 

In other words, the onus is upon the person 
alleging a fraudulent preference (normally, the 
trustee in bankruptcy or the liquidator) to prove 
the fact of the debtor’s requisite state of mind, 

that is, his intention. 

Secondly, it is competent for the Court to draw 
the inference of intention to prefer from all the. 
facts of the case, particularly when there is no 
direct evidence of intention before the Court. 
Direct evidence would take the form of an admis- 
sion by the debtor that ће intended to prefer. 
Such evidence of intention is rarely found. The 
inference of intention to prefer should not be 
drawn unless such an inference is the true and 
proper inference from the facts proved. Thus, it 
will not be drawn, if the inference from the facts 
is equivocal, and in particular, it will not be drawn 
from the mere circumstance that the creditor 
paid was in fact ‘preferred’, in the sense that he 
was paid when other creditors were not paid and 
could not be paid. 

The words used in the section are ‘with a view 
to’ but the word ‘intention’ has been used by the 
Courts in this connection as synonymous with 
the word ‘view’. Other words, such as ‘object’, 
have also been judicially used as synonyms. But 
whether the word used be ‘intention’ ог some 
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other word, since it is notorious that human 
beings are by no means always single-minded, the 
intention to prefer, which must be proved, is the 
principal or dominant intention. 


'The Question of Intention 

Tt is at this point, according to the Master of the 
Rolls, who delivered the leading judgment in 
In re Cutts, that the greatest difficulty arises, the 
difficulty being, as often as not, one of definition 
of the words used. If a debtor, knowing himself 
to be insolvent and knowing, also, that bankruptcy 
is imminent, deliberately elects to pay his oldest 
friend or his closest relative and to leave his other 
creditors unpaid or with little chance of being 
paid, it appears to be irrelevant that he made the 
selection because of love for his friend or relative 
or because of his hopes for general, büt un- 
specified favours from them in the future. 
According to Lord Evershed, M.R., if a debtor 
deliberately selects for payment A. in preference 
to all his other creditors, it cannot matter, in the 
absence of other relevant circumstances, whether 
A. is the debtor’s oldest friend, closest relative 
or best client. 

On the other hand, where a debtor, owing 
money in all directions; has also robbed his 
employer’s till, he may, knowing himself to be 
insolvent, elect to reimburse the till in order that, 
when the crash comes, the damaging fact of his 
robbery may not be discovered. Or a debtor may 
elect to make a particular payment under pressure 
of some threat, or to obtain for himself some 
immediate and material benefit or to fulfil some 
particular obligation. In these cases the reason 
for the payment affects, essentially, the intention 
in making i it. In the instances given, the intention, 
that is the real or dominant intention, will no 
longer be to ‘prefer’ (that is to pay, as it were, out 
of turn) but will be to avoid the detection of a 
criminal act; to relieve the threat; to get the 
benefit and postpone the evil day; or to satisfy 
the particular obligation. 

Though the question of pressure in some form 
or another has, in the reported cases, often been 
the crux of the matter, it is plain that an inference 
of intention to prefer may be displaced in many 
other ways than by showing that the debtor acted 
under pressure. 


A Case of Unfair Discrimination 


The Court of Appeal in this recent.case affirmed 
the decision of the Divisional Court, "which 


affirmed the decision of the County Court, that 


a fraudulent а did exist on the following 
facts. ing 
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The bankrupt was a solicitor, having as one of 
his most important clients a building society of 
which he was also a director. Early in 1953, a 
mortgage to the society was discharged and, 
unknown to the society, the bankrupt applied the 
mortgage moneys amounting to £3,303 for his 
own purposes. This was not the bankrupt’s only 
defalcation of client’s money. In November 1953, 
the fact that this sum had been misappropriated 
came to the knowledge of W., a solicitor em- 
ployed by the bankrupt in his office, and also a 
director of the building society. W. raised the 
question of the £3,303 with the bankrupt in 
November but did not, however, inform the 
society of the defalcation. In December, the Law 
Society inspected the bankrupt's books, which 
showed serious deficiencies in clients’ accounts, 
but the Law Society did not discover that the 
bankrupt bad defrauded the building society of 
the £3,303. On March 12th, 1954, the bankrupt. 


paid that sum to the society. His name was struck ` 


off the roll of solicitors in June 1954, and he was 
adjudicated bankrupt on September 6th, 1954. 

In these circumstances his trustee in bank- 
ruptcy applied for a declaration that the payment 
of £3,303 was made by the bankrupt with intent 
to prefer the society at a time when he was unable 
to pay his debts and was void against the trustee. 
The County Court judge held that the payment 
was a fraudulent preference under Section 44 of 
the Bankruptcy Act, 1914, and ordered the 
society to repay that sum to the trustee. The 
County Court judge also held that W. had not put 
pressure on the bankrupt to make the payment 
and that the society had not done so, being at all 
material times ignorant of the defalcation. The 
payment had beer made at W.’s request to try 
and retain the society as a client for the firm and 
also so as not to jeopardize W.’s position as a 
director of the society. These findings were 
affirmed, although Lord Justice Jenkins delivered 
a dissenting judgment. 

Lord Evershed, M.R., was not prepared to ac- 
cept the submission that a deliberate choice in the 
present case by the debtor of the building society 
for payment, because the society was the most 
important of his clients, could not for that reason 
constitute a fraudulent preference. Lord Justice 
Hodson summed up the situation in this way: 

. "The bankrupt was beset by perils on every hand, 
the society was not the only victim of his fraud, 
and, again using the language of the Divisional 
Court, it was not unnatural that Mr W. and the 
bankrupt, putting their heads together to find 
some way out of the imbroglio which affected them 


both, should decide that the society was the first 
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dragon in the path and the first with whom it was 
wise to make friends. ‘Thus they put the society 
first, and in doing so were not, I think, acting with 
an intention different in kind from that of the 
debtor who, knowing himself to be insolvent, 
deliberately chooses to pay his old friend or near 
relative leaving the other creditors to suffer 


accordingly.’ 


Establishing the Intention 


It is well settled that in proceedings under 
Section 44 the onus is on the trustee to prove 
not only that a payment was made by the bank- 
rupt within. the statutory period to a particular 
creditor, and that such creditor was thereby 
given a preference over the other creditors, but 
also that the bankrupt made the payment with 
a view of giving such creditor a preference over 
them. For this, reference may be made to the 
old case of Ex parte Taylor ((1886) 18 Q.B.D. 295) 
and to the House of Lords decision of Sharp v. 
Jackson ([1899] A.C. 419). In the headnote to 
the Court of Appeal case of In re Cohen ([1924] 
2 Ch. 515) it is stated: 
‘that where a bankrupt in imminent expectation of 
bankruptcy voluntarily pays a поновне creditor 
with the result of giving him a preference in fact, 
'and the reason for such payment is unexplained, 
a prima facie case of fraudulent preference is 
established". 
But this proposition is supported only by the 
judgment of Sargant, L.J., and cannot be ге- 
garded as good law, having regard to the obser- 
vations made upon it by Lord Tomlin (with 
whom the other lords concurred) in Peat v. 
Gresham Trust Ltd ([1934] A.C. 252, 262). 
Lord Tomlin said: f 

"The onus is only discharged when the Court, 
upon a review of all the circumstances, is satisfied 
that the dominant intent to prefer was present.’ 
It has been argued from the last-mentioned 

authority that in cases where there is no direct 
evidence of the state of mind of the debtor it is 
not right to draw an inference of an intent to 
prefer if there is any other possible inference. 
This argument was rejected by the Court of 
Appeal in In re M. Kushler Ltd ([1943] Ch. 248) 
as not being supported by Lord Tomlin's judg- 
ment. Lord Greene, M.R., observed: 

“The statute is directing the Cdurt to ascertain 
the state of mind of the payer in relation to # par- 
ticular transaction. А state of mind is as much a 
fact as а state of digestion, and the method of 
ascertaining it is by evidence and inference, and I 

' can see nothing in the language of the section 
which justifies the view that the problem which 
the Legislature sets the Court is to be dealt with 
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on any principles different from those commonly 
employed in drawing inferences of fact. It must, 
however, be remembered that the inference to be 
drawn is of something which has about it, at the 
least, a taint of dishonesty, and, in extreme cases, 
much more than a mere taint of dishonesty. The 
Court is not in the habit of drawing inferences 
which involve dishonesty or something approach- 
ing dishonesty unless there are solid grounds for 
drawing them.’ 
Lord Tomlin’s reference to the ‘dominant’ 
intent accords with earlier authorities to the 
effect that it need not be shown that the payment 
was made with the sole view of giving a preference 
to the creditor, provided that the giving of such 
a preference is shown to have been the dominant 
or substantial view. 


Mixed Intentions 


In re M. Kushler Ltd was followed in In re Cutts | 
where Lord Evershed, M.R., said that the earlier 
case supported the view that an intention to 
prefer a particular creditor is not negatived by 
the circumstances that the preference is the means 
of making provision also for a third party who is 
not himself a creditor and not, therefore, capable 
himself of being the subject of a preference. 

A type of case which is very familiar nowadays 
is one in which the person (such as a director) 
who makes the payment on behalf of the debtor 
company is himself going to obtain by means of 
it a direct and immediate advantage. In re M. 
Kushler Ltd'was a case of this type. K. and his 
wife were the sole directors and shareholders of 
a company to which its bankers had granted a 
permitted overdraft of £800 guaranteed by K. 
and secured by policies on his life. On May roth, 
1941, the overdraft stood at £609. On May 12th, 
the directors were advised that the company was 
insolvent and ought to be wound up. Between 
May 12th and May 21st payments were made 
into the bank as the result of which the overdraft 
was extinguished. On May 23rd a resolution was 
passed for the winding-up of the company. The 
liquidator claimed that the payments to the bank 
constituted a fraudulent preference. 

The matters relied оп in support of this claim 
were the following: (1) that the company paid 
substantially no trade creditor between May roth 
and May 23rd; (ii) that a trade creditor had been 
pressing since the beginning of April for the pay- 


.ment of a debt incurred by the company in 


February; (iii) that the bank had never pressed 
fer reduction of the overdraft; (iv) that when a 
meeting of creditors was called on May 14th, 
no notice of the meeting was sent to the bank, 
although at that date there was an overdraft; 
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and (v) that at the meeting of creditors on May 
23rd, K. said the overdraft was guaranteed, not 
by himself, but by two persons whom he named. 
The Court of Appeal held (reversing the decision 
of Bennett, J.) that an intention to make a 
fraudulent preference had been established. 
Lord Greene, M.R., said: 

‘These cases of guarantees of overdraft and 
securities deposited to cover overdrafts are very 
common, and where directors have given guarantees 
the circumstance of a strong element of private 
advantage resulting from the payment of the debt 
may justify the Court in attaching to the other 
facts much greater weight than would have been 
attached to similar facts in a case where that 
element did not exist.’ 

It was explained that the facts in this case were 
very different from those in In re Lyons ([1934] 
152 L.T. 201) where the guarantor of the debtor’s 
overdraft was the debtor’s father and an attempt 
was made to show that certain payments by the 
debtor into his bank were made with intent to 
prefer his father. Any such intent would appear 
to have been remote, because it was from the 
time that the overdraft had been reduced to 
£2,000, the limit of the father's liability under 
his guarantee, that the fraudulent payments into 


the bank were said to have been begun, and the. 


only evidence in support of a fraudulent pre- 
ference was the subsequent progressive reduction 
in the overdraft. The Court of Appeal said that 
that was not enough, for there might be many 
reasons why the payments into the bank exceeded 
the payments out and the evidence was insufficient 
to enable any sound judicial inference to be 
drawn. Although influenced by what Lord 
Tomlin had said in Peat v. Gresham Trust Ltd, 
the Court of Appeal in In re Lyons was not 
affirming some proposition of law which would 
preclude the Court from ever drawing an inference 
as to the intention of the payer in a case where 
some other possible explanation was open. 


Payments under Pressure 

It is clearly established by the authorities that 
inasmuch as preference implies selection. and 
selection. implies freedom of choice, a payment 
must, in order to constitute a preference, be 
voluntarily made. А payment made under 
pressure, for exarnple, in the shape of pro- 
ceedings actual or threatened by the creditor 
concerned, or fear of such proceedings, is not 
for this purpose a voluntary payment. 'l'he cases 
of Ex parte Taylor and Sharp v. Jackson, already 
mentioned, illustrate this principle. 

It was decided that on the'facts in In re Cutts 
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no pressure in this sense was present. No pressure 
had been brought to bear by the building society 
and the inference drawn by the majority of the 
judges was that no form of pressure or intimi- 
dation should be imputed to W. personally. It 
is a fine line which divides ‘ pressure’ on the one 
side from what may be called ‘regard for the 
situation as it is’ or ‘looking facts in the face’ 
on the other. It is not surprising that the minority 
judgment of Jenkins, LJ., did conclude that 
the situation and the facts in that case did add 
up to ‘pressure’. He accepted the trial judge’s 
finding to the effect that there was no actual 
Heu. of disclosure by W. and that, of course, 
there was no pressure by the building society, 
which did not even know of the debt. ‘Never- 
theless', said Jenkins, L.J., 

*the bankrupt was under a heavy pressure of 

circumstances, and in view of the obvious risk of 

disclosure by Mr W., and the fatal consequences 

' such disclosure would involve, I think the bankrupt 
may well have considered that in his own interests 
he had no option but to make good to the society 
the money of which he had defrauded it.’ 

The alternative ways of looking at the facts of 
the case were these. Was the debtor acting under 
some form of pressure or intimidation from Mr 
W. so that his dominant object was to relieve that 
pressure and so that, in effect, the debtor's 
intention in making the payment, when it was 
made, was in truth the intention, not of the debtor 
but of Mr W.? Or did the debtor, acting no 
doubt to some extent in collaboration with Mr W. 
and, it might also be, in some degree under 
Mr W.’s influence, yet in substance voluntarily 
and deliberately make the payment in order to 
prefer and with the intention of preferring the 
society (that is of making to them preferential 
payment subject to which his other' creditors 
would have to rank for such payment as they 
might get) and because, by so preferring the 
society, he would give an advantage to Mr W. 
and perhaps even to some extent to himself? 'The 
trial judge who heard the witnesses interpreted 
the transaction in the latter sense. The majority 
of the judges of the Court of Appeal thought 
that on the whole the trial judge was entitled to 
take that view. | 

The plea of pressure is perhaps the commonest 
reasqn or excuse put forward to a trustee in 
bankruptcy or liquidator to justify what is, on 
the face of it, a fraudulent preference. The fact 
that the members of the Court of Appeal were , 
not in agreement on the validity of such a plea 
in In re Cutts, illustrates the need of great care 
in analysing the full facts of the debtor's situation. 
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by D. V. HOUSE, F.C.A. 


REMUNERATION 


Institute about the fees charged by members. 

Such complaints as are received do not usually 
call for any Institute action, either because they are 
clearly unwarranted or because the complainant has 
his obvious remedy of waiting to be sued and then 
challenging the fees in Court. The Investigation 
Committee would, however, take an interest, even 
without prior legal proceedings, in any case where 
prima facie there had been such gross overcharging 
as to amount to discreditable conduct. In recent years 
two cases involving fees have had to be dealt with by 
the Disciplinary Committee. One was in respect of 
a member who had sought to make improper charges 
and the other concerned a member who had made a 
charge based on a percentage of the amount of 
income tax recovered for the client. 

‘Payment by fesults’ is in general to be deprecated. 
As long ago as 1935! the Council stated that it was 
highly undesirable in Revenue cases that members 
should undertake work on the basis either that they 
&hould be remunerated by a percentage of the amount 
recovered or that no remuneration should be received 
if no recovery results; and that should such a case be 
brought to the notice of the Council it would be 
liable to be regarded as discreditable conduct. In the 
recent case referred to above, in which disciplinary 
action was taken, the member did not ‘undertake 
work (in the sense of quoting in advance) on a per- 
centage basis but nevertheless charged on that basis. 

The 1935.8tatement referred only to Revenue cases 
but the principle involved was clear enough and in 
1952 the Council issued a statement? dealing with 
the remuneration of members who, as practising 
accountants, may act as financial advisers to com- 
panies. The Council expressed the opinion that it is 
undesirable for the remuneration of a member for 
such services to be based on a percentage of profits 
of the company. It will be noted that the statement 
relates to practising members. There could be no 
profession’) objection to a non-practising member 
being remunerated on a percentage basis in his 
capacity as director, but a practising member would 
be ill-advised to attempt to circumvent the statement 
by being appointed a director with special responsi- 
bility for finance. 

There are certain types of work where ‘payment 
by results’ is inevitable. I refer to *bankruptcies, 
liquidations and receiverships where the fees paydble 
The second part of a paper delivered at the tenth summer 
course of - Institute of Chartered Accountants in 


England and Wales, at Christ Church, Oxford, on Sep- 
tember 7th, 1956. 


1 Members’ Handbook, pages 80 and 165. : 
2 Members! Handbook, page 165. DEED. 
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are dependent upon the manner of appointment and 
the relevant statutes, which in some cases require the 
calculation to be by way of percentage of realizations 
and distributions. Even so it is often desirable to 
calculate what would be an appropriate fee on a 
*time and responsibility basis and then convert the 
resulting figure into: appropriate percentages. In 
insolvencies where there has been plenty of work 
but very few assets the percentages so computed may 
appear to be high but there is no professional reason 
why a member should not seek to charge what he 
considers to be appropriate remuneration, though he 
may well have to ‘accept a reduction if the figure is 
not acceptable to those having the power to fix the 
remuneration. In this type of work it is recognized 
that one has to take the rough with the smooth. 
Apart from work of the kind just mentioned and 
‘special’ work to which I refer later, the Council’s 
view? is that members’ charges should be calculated 
on the basis of the type of work involved, the seniority 
of the persons necessarily engaged om the work and 
the time occupied by each person so engaged. The 
Council has declined to lay down any recommended 
scales in spite of requests which are made from time 
to time for this to be done. It is up to each member 
to make his own decision by drawing up his own scale 
of normal charges. This seems to present difficulty 
to some practitioners but it ought not to do so. They 
know their office expenses and the salaries of their 
staffs and they ought to know what net remuneration 
they expect to receive for their own time. Moreover 
they can obtain some basic guidance from the official 
Treasury scale of fees for accountants performing 
services for Government departments. (Members can 
obtain this scale from the Institute.) If members 
assume, as they certainly can, that the existing 
Treasury scale, last revised in 1952, is in need of 
upward revision and if they also assume, as again 
they can, that the scale relates to ordinary profes- 
sional work not normally calling for a specially high 


-degree of skill, then they ought to be able to devise a 


satisfactory general scale. 

I think it would be impossible for the Council to 
lay down any fair and reasonable scale which would 
be appropriate for all practising members for all 
the varied work which now comes our way. If an 
attempt were made to deal with the matter by estab- 
lishing a minimum scale it would inevitably come 
to be regarded by the public as a maximum. In this 
connection it is interesting to note that solicitors 
have recently abandoned the use of fixed scales for a 
good deal of their work. : 

Qbviously members are entitled to charge fees 
higher than their usual scale where the work is of a 
*gpecial' nature. "Special work is broadly described 


3 Members’ Handbook, page 68. 
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in the Members’ Handbook! as work involving a 
special degree of skill or calling for priority of atten- 
tion, for example prospectus reports and special 
investigations. Work of this kind often calls not only 
for an unusually high degree of skill and experience 
but also for the acceptance of particularly heavy 
responsibilities. I would include back duty investiga- 
` tions in the ‘special’ category. We all know how 
difficult and exacting this type of work can be and 
the importance of our position in endeavouring to 
preserve a proper balance between the Inland 
Revenue and the erstwhile tax evader. I can think of 
no reason whatever why such a client should expect 
to have this sort of work done cheaply. Perhaps I 
might add that it is always desirable to see that the 
client's cheque in payment of the fee has not been 
drawn upon a hitherto undisclosed bank accountl 

There can also be circumstances where special 
considerations arise at the other end of the scale. 
We all know that sometimes the work we have to do 
for a small client is more costly than the client can 
afford to pay. Similarly there are occasions when, in 
spite of special endeavours, the job has not turned 
out successfully for the client. In short there are 
circumstances in which we can reasonably reduce our 
fees to an uneconomical level and there can be no 
professional objection to doing so when necessary. 
I must, however, add a word of warning on two 
counts. First we must avoid anything that could be 
construed as undercutting on taking on a new client; 
this does not mean that we cannot properly charge a 
lower fee than a predecessor, but until the first year's 
work has been done it is usually unwise to come to 
any firm arrangement about fee. Second, we cannot 
expect to maintain and enhance our reputation as 
professional men unless we have the courage to 
charge fees worthy of the work we do. | 

Although it is not a ‘disciplinary’ matter, I have 
felt entitled in a paper on professional ethics to 
emphasize the importance of charging adequate fees. 
I suspect that a good deal of the work done by sole 
practitioners and small firms is not adequately re- 
munerated. In most cases the client can well afford 
a proper fee and I do urge members to be sensible in 
this matter and not be too impressed by the possibility 
of a transfer to one of the k 
At the same time, care needs to be taken to avoid a 
form of overcharging which does sometimes occur 
through charging at principal's rates for all the time 
put in by the principal even though, because of the 
smallness of the firm, he has done some of the detailed 
work which could have been done by suitable clerks 
had they been available. This is a point which needs 
careful watching by young members setting up in 
practice without the support of more experienced 
partners. 

One way of ensuring satisfied clients, willing to 
pay adequate remuneration for the services rendered, 
Is to see that we always give the best and widest 
service we can. There are still many who regard us as 


У Members’ Handbook, page 69. 
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a necessary nuisance born of company law and com- ` 
plicated taxation legislation. We shall only foster 
that feeling if we confine our services to the strict 
needs of an audit and the agreement of taxation 
liabilities. А great many clients, particularly the 
smaller businesses, could gain great benefit from a 
full report on the position shown by the accounts 
and from advice on administration problems and the 
use that can be made of suitable accounting records 
for management purposes. A client who, through our 
extra efforts, realizes that we can be not only a neces- 
sary expense but also a profitable investment, is 
more likely to appreciate the need for adequate 
remuneration. 

It is one thing to decide what fee to charge but 
unfortunately it 18 sometimes quite а different matter 
when it comes to obtaining payment. There are, 
therefore, two points I would like to mention here 
as they appear to raise doubt in the minds of some 
members. The first is the question of suing in Court 
for outstanding fees. No professional man (other than 
a lawyer!) likes to go to Court for any reason and it is 
obviously desirable that one should try all possible 
means of obtaining payment from d client without 
going to Court. Nevertheless, if all else fails there is 
no objection whatsoever on ethical grounds which 
need deter a member from seeking his legal remedy. 
If he does so he must of course be prepared to justity 
his charges if they are challenged. 

The second point is the question of lien. The legal 
advice obtained by the Council on this matter is set 
out in the Members’ Handbook,’ from which it is 
clear that, subject to the special considerations which 
arise in some cases, the general position is that an 
accountant has a particular lien upon documents 
belonging to his client, which are in the accountant's 
possession, until the accountant's fees are paid for 
any work done in relation to those documents. ЈЕ is 
always distasteful to have to exercise a sanction of 
this kind but when it becomes necessary there is no 
objection whatever on ethical grounds which need . 
deter a member from exercising a lien which he 
possesses. 

Sometimes the work we do extends over a lengthy 
period during which we have to pay the salaries of our 
staffs and the travelling and office expenses which 
our work entails. Those members who have found 
that this creates a financial problem, particularly 
when costs are continually rising, will have been 
very pleased to see the remarks made by Mr W. 5. 
Carrington in his presidential address to the Institute's 
annual meeting on May 2nd, 1956, when he said: 
*Where the work on audits or other matters extends 
over a lengthy period, I consider that the accountant 
shduld be entitled, without any loss of dignity, to 
apply for payments on account as the work proceeds’. 
When such a course is justified by the circumstances 
there can clearly be no objection on ethical grounds. 

Occasionally a practising member has the oppor- 
tunity of introducing a purchaser to a client who 


3 Members’ Hahdbook, pages 142 and 173. 
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wishes to dispose of а property or business, or of 
introducing a vendor to a chent who wishes to 
acquire. How should a service of this kind be re- 
munerated? Should it be treated on the normal time 
basis, or on a percentage basis (for example the scale 
which an estate agent would have been entitled to 
charge) or on some round-sum special fee basis? 
I think there is no general consensus of opinion and 
I prefer to make no comment because a service of 
this kind, though incidental to practice, is not in my 
view one of the professional services which public 
accountants hold themselves out as ready to under- 
take. I therefore consider that the remuneration in 
these cases is entirely a matter for agreement with 
the client and must, so far as the Institute is con- 
cerned, be left to the good sense of members. 

Before concluding this section on remuneration І 
should mention that I have already dealt at the 
beginning of this address with the prohibitions against 
sharing of fees or profits under fundamental rules (2) 
and (3) and also that I have made it clear, in the 
section dealing with change of auditors, that where 
the existing auditor's fees remain unpaid this does 
not constitute 4 professional reason against the pro- 
posed new auditor taking over. 


PROFESSIONAL DESIGNATIONS 


Membership of the Institute carries the right to use 
the description ‘chartered accountant’ and also the 
letters A.C.A. and F.C.A. for associates and fellows 
respectively. In 1923 the Council issued a statement? 
deprecating any amplification of the description. It 
must be borne in mind when reading this statement 
that certain ‘combined businesses’ (such as estate 
agency in conjunction with public accountancy) 
which existed at the date of the 1880 Charter, had 
been permitted to continue though no new such 
businesses could be commenced -I have already 
dealt with this in connection with the fundamental 
rules. The 1923 statement was as follows: 


"Ihe Council observe that there has been a 
tendency on the part of certain members of the 
Institute to amplify the title chartered accountant 
on note-paper, name-plates, windows and otherwise, 
as the following examples illustrate: 

Estate & Insurance Agents. 

Income Тах Experts. 

Efficiency Engineers. 

Arbitrators. 

Incorporated Insurance Agent. 

Auditor & Mining Broker. 

Public & Private Auditors. 

Trustees in Bankruptcy etc. 

Auditors etc. e 

Public Auditors.* ‹ 

Auditor & Actuary. 

Stock Exchange Accountants. 

Railway Accountants. 


_1 Members’ Handbook, page 82. 


* Now known as Approved Auditors. The Council does not 
now take objection to members who are Approved Auditors 
describing themselves as such if they so wish? 
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Financial Property & Insurance Agent. 
Cost Specialist. 
Auctioneers. 
Auditors. 

Auditor & Assessor. 

Specialist in Income Tax and Rate Appeals. 

Valuer & Arbitrator. ; 

Land & Estate Agents. 

Valuers. 

and the letters C.A. only. 

"The Council have communicated with a number 
of these members against whom complaints have 
been made under Section 20, subsection 3, of the' 
Royal Charter [see now clause 2x (3) of the Supple- 
mental Royal Charter], and, as a result, assurances 
have been given by such members to discontinue 
the use of descriptions so complained of. 

*The Council wish to draw the attention of mem- 
bers of the Institute to the desirability of adopting 
and using without additional words the title char- 
tered accountant. It is comprehensive in its meaning 

... and is now well understood as covering all branches 
of work entrusted to members. Any addition to it is 

. apt to depreciate its character and value, and ќо 

"draw special attention to details of qualifications 

and experience may appear to take a form of 

advertising. 

"Ihe Council do not by this communication 
express or intend to express an opinion calculated 
to anticipate any decision at which they may arrive 
"ona complaint made under the above section of the 
Royal Charter.' 

:Almost without exception the only савез which 
now arise are ‘mixed firms’ who are using the 
description ‘accountants and auditors’. This is not 
permissible. The proper description for such a firm 
is made.clear in the Members’ Handbook (page 83): 

‘In the case of a member being in partnership 
with a person who is not a member of the Institute, 
the firm should be described simply as ''account- 
ants",. unless under bye-law 47 the description 


7 , CHARTERED ACCOUNTANTS is permissible. Bye-law 47 


provides that a member of the Institute practising 
under the title of a firm’in partnership with any 
person not a member of the Institute or of any 
institute or society of chartered accountants in the 
British Commonwealth of Nations approved by 
the Council shall not use after the title of that firm 
the initials Е.С.А. or A.C.A. or describe the firm in 
any way whatever as chartered accountants.’ 
‘Accountants and auditors’ may appear at first 
glance to be a fairly harmless sort of description, but 
there is an important principle at stake. ‘Accountant’ 
signifies an occupation, whereas ‘auditor’ signifies a 
particular type of work which an accountant does. 
If ‘accountants and auditors’ were permissible, why 
not ‘accountants and taxation specialists’? The other 
recognized accountancy bodies in the United King- 
dom have followed the Institute in this view and it is 
of interest to note that the use of the words 'and 
auditors’ was discouraged by the Society of Incor- 
pofated Accountants even before those words were 
dropped from the Society's title in 1954. 
Having mentioned the Society I ought perhaps to 
add that a double description such as 'chartered and 
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incorporated accountants’ is not permissible unless 
all the partners are members of both the bodies. If 
they are not, then ‘accountants’ is the proper descrip- 
tion of the firm, though each partner's name can of 
course show against it the qualification he holds. 

It is permissible for the letter-heading of a firm of 
members to show against the names of individual 
partners the letters or description indicating member- 
ship of some other professional body, but I would 
advise members to do so only with discretion, bearing 
in mind that the use of some of these descriptions 
may be tantamount to a claim to special professional 
ability in a particular direction. 

On this question of membership of other bodies 
I would also draw attention to the remarks made by 
Sir Thomas Robson in his presidential address at 
the Institute annual meeting on May 6th, 1953: 


*] would like now to give a few words of advice 
to members. who may be inclined to join one or 
more of the growing number of professional bodies 
in this country which offer membership in exchange 
merely for payment of an entrance fee and sub- 
Scription. Frankly, I cannot see how such a step 
can do anything but harm to the interests of our 
members in general or how it can help the individual 
‘member of our Institute who may be contemplating 
it. Some of our members seem to take a different 

' view and to delight in adding portions of the 
alphabet, whether the letters mean anything or not, 
after their names. In my view the acquisition of 
membership of such other bodies, however high- 
sounding their names, adds nothing to the standing 
of a chartered accountant.’ 

The unparalleled status of the description we 
derive from our Royal Charter is well recognized in 
Canada, South Africa, Southern Rhodesia and India. 
Accountancy bodies in all those countries have, in the 
order stated, adopted the description ‘chartered 
accountant’ by local legislation. In Australia the 
description is used under Royal Charter. The indica- 
tions are that other countries will also adopt «ће 
title by legislation. It was against this background 
that the Council made the following d CULO i 
1952: 

“The Council wishes it to be known that there is 
nothing in the Royal Charters and bye-laws which 
would prevent а member in an overseas country 
from adding the words “(England and Wales)” 
after the description “chartered accountant” or after 
the letters A.C.A. or F.C.A., if he so desires and local 
regulations permit.’ 


PUBLICITY 


At the time when the Institute was formed in 1880 
it was by no means uncommon for accountants to 
advertise for professional business. The front page 
of The Accountant had regularly carried advertise- 
ments of practising accountants and there were 
other more direct approaches to possible clients. No 
doubt this situation was of serious concern to those 
whose responsibility it was to establish the Institute 


1 Members’ Handbook, page 166. 
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on a firm foundation. A bye-law or Council ruling 
prohibiting all forms of advertising would therefore 
not have béen surprising. However, there is no 
written rule. 

Nevertheless, every member knows that practising 
members must not advertise, circularize, tout or 
otherwise seek to acquire professional business by 
bringing their services to the notice of the public 
except by displaying a ‘plate’ at their offices. Any 
member who contravenes this unwritten rule does 
so at his peril. A complaint of discreditable conduct 
would undoubtedly lie under clause 21 (3) of the 
supplemental Royal Charter. 

Incidentally the special provision in the original 
Royal Charter permitting the continuance of such 
‘combined businesses’ as were in existence on May 
i1th, 1880 (I have dealt with this under ‘fundamental 
rules’) provided an excellent means of publicity for 
the members engaged in such businesses. This is 
well illustrated by the following letter to the editor 
in The Accountant of February 19th, 1881: 

‘Sir, 

‘I received, this morning, a postcard from a firm 
of Chartered Accountants, bearing after their name 
the letters F.C.A., informing me that they are 
Chartered Accountants, Land and Estate Agents, 
Valuers, Surveyors, Money-lenders and Patent 
Agents. 

‘Surely the Institute has power to put a stop to 
advertising of this description. If it is not in the 
Charter, it might, at any rate, I should think, be 

- provided for in the Bye-laws, which, I understand, 
are now under discussion.’ 

It is now extremely rare for a practising member to 
indulge in direct publicity by Press advertisement 
inviting the public to use his services. When it does 
happen the mail at Moorgate Place is swollen by 
letters from indignant and astonished members. 
Sometimes a member tries the less open method of 
circularizing a small field of possible clients. This 
is not only discreditable but also rather stupid, 
because it will almost inevitably be brought to the 
notice of the Institute. Even personal ‘touting’ will 
usually be brought to light in some way. No profes- 
sion today can hope to be entirely free of black 
sheep but I am glad to say that very few of our 
members are so lacking in appreciation of profes- 
sional ethics as to indulge, or even think of indulging, 
in these discreditable activities. 

The other recognized accountancy bodies in the 
United Kingdom do not permit their members to 
advertise. There are however a great many ‘quacks’ 
who compete with qualified accountants and it is by 
no means unusual for ‘quacks’ to advertise, circu- 
larize, tout ог otherwise seek to obtain business by 
methods not open to our members. In the smaller 
provincial towns and rural areas our members 
naturally resent this kind of activity, partly because 
it harms the profession and partly because it can. 
affect adversely their own practices. Nevertheless I 
am confident that there can be very few members 
indeed who would wish to counter by allowing 
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members to advertise. Тће professional 'card' in the 
Press (as permitted for lawyers and accountants in 
some countries) would not be acceptable here. 

Occasionally we encounter some form of bad taste, 
such as the display of an inordinately large brass 

; plate or of window lettering designed to cause no 

' strain to even the most advanced myopics. This sort 
of thing is best dealt with on the facts of each case, 
without a written code of conduct; if we had one, we 
would be in danger of having to lay down maximum 
dimensions. 

From time to time the Council has deemed it 
necessary to issue statements drawing attention to 
the danger of attracting undue publicity. Sometimes 
the point at issue is the possibility of inadvertently 
attracting professional business, but in the main the 
statements are directed to those members who might 
be inclined to sail their craft in such a way as to 
make the wash as prominent as possible. I will now 
deal with various Council statements of current 
importance. 

Entries in Directories 


Directory entrigs were the subject of a Council 
statement in 1927, when the view seems to have been 
that if a charge were made for the entry then the 
publication was not a ‘directory’ in the ordinary 
sense of the word. It was then thought that any 
‘permissible’ directory should include the name of 
every practising accountant in the district concerned. 
The 1927 statement also prohibited the use of leaded 
type. No doubt the increase in the number and use 
of ‘directories caused the Council to have second 
thoughts on the question of payments for insertions 
and the annual report for 1939 contained the follow- 
ing statement! which is still current: 

*T'he Council have again had occasion to consider 
the question of insertion by members of their names 
in directories. It has been decided that for the 
future, although no objection will be taken to the 
insertion of names of members or firms in any 
directory, either in the main section or in any classified 
list, whether paid for or not, any insertion which 
appears in leaded type or in any form which could 
be regarded as of an advertising character may be 
dealt with as discreditable conduct under Section 20 
of the Charter.’ [See now clause 21 of the Supple- 
mental Royal Charter, reproduced in Appendix IT.*] 


Building Societies 
Any anti-publicity ruling made by the Council must 
have reasonable regard for the legitimate interests of 


third parties where these arise. Building societies are 
a case in point. Public confidence is an essential 


requirement for а building society and in consequence . 


it is of advantage to a society when thé public knows 
that its local agent is a chartered accountant. "(А 
necessary corollary is that members must be satisfied 
that the building societies with which they associate 
are sound and reputable.) This is no doubt the 
1 Members’. Handbook, p 


2 Do. be-reproduced- at- p conélusion of. пе рарег та 
later issue. 
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principle underlying the Council statement? of 1935 
which is still current and seems to me to reach the 
limit of permissible publicity: 


‘In view of many inquiries which have been 
addressed to the Council, it has been resolved that 
no objection will be taken to members: holding 
appointments as secretaries or agents of building 
societies and to their names and professional desig- 
nations appearing in any literature issued by the 
society concerned or in any advertisements in the 
Press or otherwise, provided that the appointment 
be not referred to or used in such a way as might be 
considered to be advertising their qualifications for 
accountancy work.' 


Notices in the Press 


Press notices have been the subject of several Council 
statements. The current one is the statement recorded 
in the annual report for 1954 which modified and 
replaced earlier statements. It is as follows: 


Advertisements and Notices in the Press 
‘Members are aware that it has always been the 
rule in this country that they are not allowed to 
advertise or circularize in a manner which could be 
interpreted as offering to undertake professional 
work. In this connection the Council considers it 
desirable to draw the attention of members to the 

following points by way of general guidance: 

(1) No publication in the public Press (other than 
the accountancy Press) of notices of changes in 
partnerships or addresses should be made, 
obtained or permitted by a member or a firm in 
which a member is a partner. This applies 
whether or not the notice is charged for. The only 
exception is where notices are given pursuant to 
statutory provisions. 

(2) Notices in the Press relating to the examination 
success of an individual candidate should not 
contain any element of undesirable publicity, 
either in relation to the clerk or the member or 
firm with whom he has served. 

(3) There is no objection to the name and address 
of a member or his firm, with the description 
“chartered ‘accountant(s)”, being included in 
advertisements appearing in the Press in the 
following circumstances, provided the advertise- 
ment is not displayed more prominently than is 
usual for such advertisements: 

(a) Advertisements for staff in the member’s own 
office. 

(5) Advertisements inserted on behalf of clients 
requiring staff or wishing to acquire or dis- 
pose of businesses or property (provided the 
advertisement does not contravene the рго- 
visions of the Prevention of Fraud (Invest- 
ments) Act, 1939 — [see pages 134 to 136 of 
the Members’ Handbook}. 

(c) Advertisements for the sale of a business or 

• property by a member acting in a profes- 

А sional capacity аз trustee, liquidator ог 

receiver. 


. (4) The Council wishes. to impress upon members 
a ass Se Sg UM SOME eI MEA 
з Members’ Handbook, page 78. 
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`~ the ‘desirability, in their own interests, of con- 
sulting the Secretary of the Institute before per- 
mitting the publication ‘of any advertisement if 
_ the member has the slightest doubt as to whether 
m „ће proposed wording could be interpreted as 
UU ‘offering to undertake professional work. 
20 This statement modifies and replaces the state- 
ment in paragraph 22 of the annual report for 
. 1945 (reproduced at page 77 of the Memberr 
Handbook) as amplified in 1950 and 195: 
(Supplements 25 and 71 of the Members’ 
Handbook). 
` Tt will be observed that paragraph (1) by implica- 
tion gives members a free hand in the accountancy 
professional Press. In the public Press the question 
of payment or otherwise for an insertion is not the 
criterion. Notices of changes of address, the opening 
of branches, the intention to set up in practice, 
changes of partners, etc., should not be sent to the 
public Press for information. If 80 sent they might or 
might not be published and undoubtedly the name 
and influence of a firm with the paper concerned 
could affect the issue. 'T'he tight wording of the rule 
on the subject preserves equality between members. 
It is usual – and indeed desirable — for local papers 
to publish details of the examination successes of 
local caùdidates. Some biographical information is 
often included. Paragraph (2) of the statement is not 
intended to discourage the printing of news of local 
interest but is intended to indicate the need for 
caution. Guidance is now given on the subject in the 
Institute's communication to successful examination 
candidates, as follows: x 


"The Council bas issued a statement to the effect 
that there should be no element of undesirable 
publicity in any Press notice relating to success in 
an examination. The following are permitted: 
candidate's name and address; names of parents; 
school and local background; examination passed 
with details of any prize or place gained; names of 
principal, firm and town in which principal practises.' 
Advertisements for staff are referred to in para- 

graph 3 (a) of the statement. In my view it is undesir- 
able in such advertisements to describe the firm in 
any way that might be considered to be indicating its 
importance; for example an expression such as ‘a 
well-known firm' would in my view be objectionable 
whether ог not the advertisement is under.a box 
number. Similar considerations apply to advertise- 
ments for articled clerks. 

The wording of personal advertisements needs 
great care, Such advertisements may attract undesir- 
able attention. Broadly speaking a member may 
advertise in the professional or public Press for full- 
time employment, either in the profession or other- 
wise, although clearly he should not seek by ad- 
vertisement employment in a concern which carries 
out professional work in an unethical *manner. 
Advertisements for part-time employment present 
more difficulty. An advertisement for part-time 
directorships, part-time secyetarial work, or any 
part-time work in the field of that undertaken by 
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practising accountants, would not normally be per- 
missible because it would essentially be an offer of 
professional services and therefore offend against the 
unwritten rule. The only general exception is that a 
member may properly advertise in the professional 
accountancy Press an offer of his part-time services 
to a práctising accountant. It is important that the 
wording of the advertisement should be abundantly 
clear in this respect. . 

Itis ized that a reasonable degree of advertis- 
ing in the professional and public Press is necessary 
for those members (or their companies) who under- 
take tuition for examinations. Such advertising should 
be dignified and restrained. I scarcely need add that 
any hint of connection with a member's public 
practice would not be permissible. 


Publication of Certificates 


Our reports and certificates necessarily bring us to 
the notice of the public in greater or lesser degree. 
It is incumbent upon us to ensure, so far as we can, 
that the extent and manner of publication are limited | 
to what is necessary to enable the report or certificate 
to serve its proper purpose. Special care is needed in 
cases falling within the Council statement! of 1950: 
. "ТҺе attention of the Council has been drawn to 
. the publication of accountants' certificates of net 
sales or other facts in form or context in which it 
may be considered undignified or undesirable for 
such certificates to appear. The Council recom- 
mendis that before releasing a certificate of this kind 

а member should satisfy himself as to the form and 

context of intended publication. In this connection 

the Council is of opinion that the publication of 
facsimile certificates on headed note-paper is un- 
desirable.' 

I would recommend members to give their certifi- 
cates on plain paper, showing name, description and 
address, if there 1s any possibility of a certificate on 
headed paper being reproduced. in facsimile form 
notwithstanding that the member has forbidden 
such publication. The members’ letter-heading will 
often contain details of branches and of associated 
firms, all of which may be desirable information to 
convey to persons with whom the firm is in corres- 
pondence; but to convey similar information, by 
facsimile reproduction, to the public at large is in 
my view an unnecessary form of publicity. 


Miscellaneous Publications: Letters to the 
Press, Books, Pamphlets, Radio and 
Television 


In letters to the Press (other than accountancy 
journals) the name and professional designation of 
the writer should not be published, whatever may be 
the subject of the correspondence. It is permissible 
either to be anonymous and use the nom de plume 
"Chartered Accountant’, ‘A.C.A.’ or ‘F.C.A.’ or to 
give the name without any indication of qualification. 


1 Members’ Handbook, page 81. 
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In books or pamphlets on professional subjects the 
name and designation may appear but not the name 
‘of the author's firm if he is in practice. For radio or 
television the same rule applies as for letters to the 
Press - in no circumstances must a name be given 
with the designation. Recently ‘A Chartered Account- 
| ant' was a member of a B.B.C. panel in a series of 
discussions on profits and dividends. Some members 
may have recognized his voice, but it would have 
been entirely wrong to have announced his name. 
The problem of unwanted and unsought publicity 
in the Press in connection with appointments and 
activities which are of public interest is one which 
has its difficulties. Very often such publicity occurs 
without the knowledge of the member concerned. 
Nevertheless it appears that in some cases more 
care could be taken to anticipate what may happen 
and the Press as a whole will normally co-operate if 
reasons are given. The medical profession and the 


Bar suffer much more than the Institute from this- 


kind of thing. To воте extent unwelcome publicity 
is inevitable. No member should seek publicity. The 
extent to which he takes positive steps to avoid it is 
realy a questfon of good taste and the more a 
member can do in this direction the better it is for 
the good name of the Institute. 

At the same time I must make it clear that the 
public should be aware of the important part which 


many members of the Institute do take in national : 


and commercial affairs. It is equally important that 
the public should know -the type of work which 
chartered accountants are well qualified to under- 
take. What we should all aim at doing is to achieve 
suitable publicity for the Institute while avoiding .a 
‘write-up’ for an individual member or firm. 
Circulars announcing a change of address or a 
change in the constitution of a firm should be care- 
fully worded so that they merely record the facts. 
Care is also necessary in selecting the list of persons 
to whom such a circular is to be sent. The distribu- 
tion should be limited to clients and other persons 
or bodies with whom there 18 already an established 
professional connection. They should not be issued 


indiscriminately to persons or bodies (such as banks, ` 


insurance companies, solicitors and estate agents) 
with whom there has merely been some casual 


transaction. The purpose of the circular is to convey - 


necessary information to those with whom the firm 
deals and the distribution should be limited so that 
it does no more than that. 


Consultants 
In 1947 the Council issued the following statement:! 


‘The attention of the Council has been drawn to 
circumstances in which members occupy positions 
as directors, partners, or employees in businesses 
the main object of which is to act as consultants or 
advisers in management, costing. methods and 
business organization and administration. 

‘The Council is desirous of making it clear that, 


1 Members’ Handbook, page 80. е 
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if а member is engaged or employed іп апу occupa- 

tion not inconsistent with that of a public account- 

ant, the rules of professional conduct must be 

observed, particularly with reference to advertising 

and soliciting business.’ 

With respect to those responsible for its drafting 
I feel that the wording of the second paragraph of the 
statement is not as clear as it might be. Nevertheless 
the intention behind the statement seems evident 
enough: Members who act as consultants or advisers 


‘in connection with management, costing methods 


and business organization and administration must 
regard this work'as being subject to the unwritten 
rule against advertising or soliciting for professional 
business. 

Some latitude has, however, in allowed to 
members who specialize in this type of work and do 
not also practise as public accountants. For example 
the following statement? was made by the Council 
in March 1955: 


British Institute of Management: 
Register of Management and Industrial Consultants 

"The Council has had under further consideration 
the question whether it is appropriate for a member 
of the Institute to have his name, or that of any firm 
or company of which he may be a partner or director, 
included in a Register of Management and Indus- 

. trial Consultants which is maintained by the British 
Institute of Management for the benefit of its 
members. Аз the result of negotiations in which the 

. Institute and other accountancy bodies have taken 
part the British Institute of Management has under- 
taken to incorporate the following statement in all 

. appropriate documents which may be issued in 

. connection with the Register: 

| ““The Register does not include practising 
public accountants many of whom advise on 
management accounting and costing and some of 
whom have established special departments for 
this purpose. Nor does the Register include 

*consulting cost accountants', who practise in this 

field. Companies and other inquirers are recom- 

mended in the first instance to consult with their 
own auditors when problems in this field are 
under consideration." 

‘The Council has now informed the British Insti- 
tute of Management that, in the case of members of 
'The Institute of Chartered Accountants in England 
and Wales who are not in practice as public account- 
ants and who are engaged in the business of manage- 
ment consultancy, no objection will be taken for 
the time being to the inclusion in the Register of 
Management and [Industrial Consultants main- 
tained by the British Institute of Management of 
the names of such members or of the names of firms 
or companies in which they may be partners or 
directors, provided that such members are not 
described as ‘‘chartered accountants” or as “F.C.A.” 
or “A.C.A.” either in that Register or in any letters 
or documents issued in connection with their con- 
sultancy business. 

. * "This statement replaces the statement which was 
made by the. Council on November 7th, 1951, 
published in The Accountant of November 17th, 


2 Annual report, 1954. 


402 


1951, and reproduced in paragraph 22 of the annual 

report for 1951.' 

Many firms of practising members act as consult- 
ants and advisers as part of their practice. Some firms 
have special departments for this purpose. Such firms 
are, of course, subject to the ordinary rules of profes- 
sional conduct in respect of all their activities. Тћеу 
are therefore being placed to some extent at a dis- 
advantage by the latitude allowed to non-practising 
members in connection with the register of the British 
Institute of Management and it will be seen from the 
Council statement that an attempt has been made to 
reduce to the minimum any harm to practising 
members from this disadvantage. Moreover I think 
I should make it abundantly clear that if a consultant 
concern with which a non-practising member is 
associated were to engage in blatant advertising or 


solicitation a complaint could, in my view, be sus-: 


tained against the member on the ground of discredit- 
able conduct, assuming of course that the member 
was aware of what was going on and continued to 
associate with the concern. 

In this comparatively recent and rapidly developing 
field of activity, much of the work is outside the scope 
of what can properly be regarded as covered by ‘public 
accountancy’; for example market research is not an 
activity in which a chartered accountant can claim 
to have had special training and experience in the 
course of acquiring his qualification. On the otber 
hand much of the work (particularly in relation to 
cost and management accounting) is well within the 
field of public accountancy, though it has not hitherto 
been developed by practising members to anything 
like the same extent as the work arising from com- 
pany law, taxation and insolvency. 1 think the most 
that can be said at present on the conduct aspect of 
this matter is that we are passing through a develop- 
ment period during which it 18 not possible to reach 
any firm conclusion. 


Trade Protection Societies and Trade 
Associations 


In the Institute's original Royal Charter of 1880 
considerable prominence was given to insolvency 
work. At that time the duties of liquidator, receiver, 
trustee in bankruptcy and trustee under a deed of 
arrangement formed a considerable part of the work 
of mernbers. Because of this and the fact that in the 
Institute's early days professional standards were in 
process of development, it is not surprising that 
undesirable activities emerged. In 1902 the Council 
issued the following statement! 

“The Council have, through the Investigation 
Committee, been engaged in making inquiries as to 
the connection of members of the Institute with 
trade protection societies. 

‘It has been found that in some instances no real 
society exists, and that the member is simply сажу- 
ing on a business for his own profit, whilst, in 
others, a member is appointed secretary, the business 


1 Members! Handbook, page 79. 
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being entirely controlled by him. In some cases the 
so-called society has been used as a means of 
advertising and obtaining business for the member 
or a partner, in a manner which would be considered 
unprofessional and not permissible in the case of a 
chartered accountant practising without aid of the 
kind. | 
‘In the opinion of the Council such connection 

with a trade protection society can only be free from 
objection if it be controlled by an independent . 
committee of the trade it purports to be formed to 
protect, and the Council are taking steps to ensure | 
that the objectionable practices described shall cease.’ 


'That statement (probably long since forgotten) 
did not result in the elimination of all undesirable 
practices and it was as recent as 1949 that the Council 
issued the following further statement:? 


‘The Council has considered the activities of 

, accountants connected with trade protection societies 

and trade associations in relation to insolvency 
matters. 

‘The Council desires to stress the fact that the 
holding by a member of the Institute of any office or 
employment in a trade protection society or trade 
association does not of itself create«he relationship 
of accountant and client as between that member 
and any member of such trade protection society or 
trade association. 

"The soliciting of business in insolvency matters 
by any member, whether or not such member is 
connected with a trade protection society or trade 
association,, may, on a complaint being made, 
involve disciplinary action.’ 

Four years earlier in 1945 the Council had issued a 
statement? dealing with trade associations. Although 
this statement was not concerned with insolvency 
work the underlying principle is clearly the same as 
in the other two statements I have quoted. The 1945 
statement was as follows: 

“The attention of the Council has been drawn to 

' certain cases in which members. of the Institute 
hold secretaryships or other executive positions with 
trade associations and similar bodies which, among 
other advantages, offer their members preliminary 
advice on matters of accountancy and taxation, for 
which no charge is made. 

'In this way an officer of an association may well 
be brought into touch with persons requiring the 
further professional services of an accountant. The 
Council feel that it may not be out of place for them 
to make clear that they would take a serious view of 
the matter should it appear to them that any member 
of the Institute has made use of such a position for 
the purpose of securing business which would not 
otherwise have been placed in his hands.’ 

АП the three statements are directed to the un- 
desirability ofeattracting, inadvertently or by design, 
professional business of any kind as a result of a 
member's connection with any trade protection 
society, trade association or similar body. 

Insolvency work involves considerable publicity 
because of the need to communicate with creditors 


1 Tbid. 
з Members! Hahdbook, page 78. 
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and others. It is therefore a field of work in which 
the profession is very much on show before a wide 
public. It can only harm the good name of the 
Institute and the reputation of mernbers if there is 
any undignified ‘pushing’, by whatever means, for 
appointment as liquidator or trustee. One can well 
understand the resentment of a member who has 
every right to expect to be appointed when he finds 


a creditors’ meeting attended by someone from a: 


distant city holding a handful of proxies from two- 
penny-halfpenny creditors. It is of course a good 
thing that some members have decided to specialize 
in insolvency work: it is often complex, fraught with 
difficulty and not by any means without risk for the 
liquidator or trustee. Nevertheless it is important 


that all members should be scrupulously careful, . 


from the conduct aspect, about the manner in which 
they acquire business of this kind. 
It is not unknown for a receiver to find himself 


embarrassed by a threat of liquidation (of the com-. 


pany, of course). Sometimes this is inevitable because 
it is open to a creditor to také for his own advantage 
any step available to him in law. It is not however a 
good thing fór the Institute when a receiver is placed 
in difficulty because another member shows excessive 
enthusiasm on behalf of some trade protection 
society. The same kind of difficulty can arise under 


deeds of arrangement where a trustee may be faced ` 


with the alternative of paying some creditors in full 


or allowing bankruptcy to ensue. I strongly advise all . 


members to be extremely careful about whether and 
how to intervene, on behalf of creditors, in the 
affairs of some business with which they are not 
concerned. 


FORMATION OF COMPANIES TO 
UNDERTAKE PROFESSIONAL WORK 


The Royal Charters and Bye-Laws do not contain 
anything which specifically prohibits members from 
- practising in the form of an incorporated company. 
To do so would of course be entirely contrary to the 
British concept of public accountancy. It is funda- 
mentally a personal service calling for appropriate 
training and experience and the assumption of heavy 
legal responsibilities of an essentially personal nature. 
These are not attributes which can Be possessed by 
an incorporated body, even if all the directors are 
chartered accountants. 

Even in the absence of any express prohibition in 
the Royal Charters and Bye-Laws I doubt whether it 
would be possible for members to practise as com- 
panies. The practical difficulties would be great; to 
take two obvious examples, no company could use 
the description ‘chartered accountants’ and nq com- 
pany could take articled clerks. Possibly appropriate 
alterations could be made to the constitution to 
remove the difficulties, but there is no likelihood of 
this being done so long as our company law prohibits 
any corporate body from acting as auditor, liquidator 
or receiver. 

Some members however found advantages in the 
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formation of companies to undertake executorship 
and trusteeship work and on this subject the Council 
made the following statement! in 1945: 


‘The Council has had under consideration the 
question of the formation by members of the Institute 
of companies which take power to act as executors 

. and/or trustees, and is of the opinion that provided 
such company complies with the requirements of 
any statute relating to these matters, there is no 
professional reason why a member or firm should 
not form such a company provided — 

(1) that such company is not used by way of ad- 
vertisement or otherwise as a means of attracting 
business; an: 

(ii) that such company is not identifiable by name 
with any member or 

"The Council, however, wish to remind members 
that they may not do, under the guise of a company, 
what they are not allowed to do as individuals.' ' 


Since the issue of the Council statement companies 


. have been formed by members, without objection 


by the Investigation Committee, for other special 
purposes falling within the field of normal practice 
(for example, the work of secretaries and registrars), 
but each case beyond the scope of the statement has 
to be considered on its merits and there can be no 
departure from the principles of conduct set out in 
the statement. 

- On the ground of continuity and for other reasons 
it can be advantageous to form companies for the 
purposes mentioned above. These advantages are 
not accompanied by any features which are undesir- 
able from the conduct point of view provided that 
the rules laid down in the Council statement are 
observed. Thus, there are some aspects of a practis- 


` ing member's activities which can be hived-off with- 


out being subject to the criticism which could be 
levelled against a company acting as an auditor. 

The selection of an appropriate name for the com- 
pany requires very great care. The Council statement 
lays down clearly that the company must not be 
identifiable by name with any member ог firm. It 
does not however lay down specifically that the name 
must not indicate the specialized function which the 
company performs. In my opinion this is a principle 
which ought to be observed. Í think it is desirable that 
the name of the company should be entirely un- 
informative and І find it difficult to see how it is 
otherwise possible to comply with the first condition 
laid down in the Council statement, namely that the 
company must not be used by way of advertisement 
or otherwise as a means of attracting business. 

Administrative. convenience and the benefits of 
continuity are the main reasons for permitting mem- 
bers to do, through a company, work which they 
would otherwise do as part of their professional 
practice. This being so I have no hesitation in express- 
ing the view that the maximum obscurity should 
Surround the company. 


(To be continued.) 
1 Members Handbook, page 80. 
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WEEKLY NOTES 


New Member of the Council of the Institute 


As announced in our issue of October 13th, Mr Claude 
Croxton-Smith, M.A., LL.B., J-P., F.C.A., a partner in 
the firm of Watling 
.& Partners, of 
Bristol, was elected 
a member of the 
Council of The In- 
stitute of Chartered 
Accountants in 
England and Wales 
at the meeting of 
the Council held 
on October згд. 
Mr Croxton- 





London іп 1907, 

"m І : and was educated 
AGE "at Dulwich College 

and Gonville and Caius College, Cambridge, where 
he took honours degrees in history and law. 

In 1924 he. joined the sales staff of the Anglo- 
American Oil Co Ltd, serving with that company in 

: Bristol and Gloucester until the end of 1931. In the 
next year he was articled to the late Mr John Henry 
Watling, and was admitted an Associate of the 
Institute in 1936. 

During the Second World War he was commis- 
sioned from the Army Officers Emergency Reserve 
into the R.A.O.C. and served in France, Belgium, 
the Middle East and Paiforce. 

At the end of the war Mr Croxton-Smith returned, 
to Watling & Partners and became a partner in 1946; 
in 1951 he was elected a Fellow of the Institute. He 
was honorary secretary of the Bristol and West 
of England Society of Chartered Accountants from 
1946-52, being honorary conference secretary for 
the Twentieth Autumn Meeting of the Institute held 
at Torquay in October 1951. He was President of the 
Bristol Chartered Accountant Students' Society from 
1952-53 and President of the Bristol and West of 
England Society of Chartered Accountants from 
1953-54. He has served on the Institute's Taxation 
and Research Committee since 1955. 

In 1952, Mr Croxton-Smith was appointed a 
Justice of the Peace for the City and County of 
Bristol. Д 

'The Half-year's Balance 
Encouraging figures on the balance of payments 
position had been expected after Mr Macmillan's 
speech at the annual bankers' dinner at the Mansion 
House last week. The statistics are as good as was 
anticipated — they could, of course, have been better.! 

In the first half of 1956 the United Kingdom had a 
current surplus of £144 million, compared with £18 
million in the first half of 1955. The improvement was 


1U.K. Balance of Payments White Paper. Cmd 9871. 


Smith was born ір. 


due to an increase in exports and the containment of 
imports. Export earnings were up by £168 million, 
while imports rose by only £18 million. Equally 
satisfactory was the pattern of improvement. The 
current balance with the sterling area was almost 
unchanged but there was a transformation in the 
balance with the non-sterling area from a deficit 
of £94 million to a surplus of £31 million. This 
change in the balance with the non-sterling world 
was due to the improvement of this country’s 
balance, not that of the rest of the sterling area. 
The latter just held its small balance recorded in the 
first half of 1955. . 

'These better results were achieved despite a big 
fall in U.S. Defence Aid. It is too soon to say, 
however, if the year's trading, so well begun, can . 
continue. Since the end of.the half-year there has 
been the Suez crisis. There is also the usual seasonal 
swing against sterling in the early autumn to take into 
account. ЈЕ may be that the Suez situation will not 
seriously affect exports in the short-run and even the 
effect on imports may take time to assess. Meanwhile 
the seasonal pressure on sterling has resulted in a 
widening gap in the visible trade balance since July. 
In August it increased from /44:1 million to £60-7 
million and last month it was £63-7 million. 


Proposed Common Western European 
Market 


The feeler put out by the Government recently on 
the proposal for a common market for Western. 
European countries has met with a surprisingly good 
reception. Many have seen in it an. imaginative 


approach to the problem of obtaining the economies 


of production which would follow from a successful 
attack on Continental markets by certain United 


: Kingdom industries. Others appreciate that there is a 


degree of inevitability about the process since a 
European common market, without this country's 
participation, would give Continental manufacturers 
a competitive advantage. | 

The only dissident voices likely to be heard are 
from those who for one reason or another fear a 
policy of expansion beyond the United Kingdom 
market with its attendant risks. Тће textile industry, 
notably the cotton textile concerns in Lancashire, 
are naturally apprehensive of the effect on their 
domestic market of admitting Continentals without 
a tariff barrier — especially cloth from Belgium. There 
are others who nightly read into the effect of such а 
policy’ of expansion, the need for a much greater 
flexibility of the economy in general and of the 
mobility of labour in particular. 

The combined effects of the new Restrictive Trade 
Practices Act, which is likely to lead to the dismantling 
of a large number of price control arrangements 
among manufacturers, and the development of a 
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Western European common market (with certain 
safeguards for Commonwealth producers) would put 
the British economy to a critical test if ever it came 
about. Maintaining a policy of full employment and 
а much greater degree of competition in industry 
while defending the balance of payments position, 
will involve a good deal of rethinking about fixed 
and free exchange rates. ''here are, of course, many 
other problems to be solved besides those concern- 
ing the domestic affairs of British industry. The 
chronic credit position of Germany, the problems of 
high cost Italian producers and the complications of 
the proposed Scandinavian tariff agreements are all 
matters to be resolved before a common market can 
become a reality. 


Gas Industry in 1955-56 
In the year ended March 315t, 1956, the gas indüstry 
made a surplus of £531,628 compared with a 
surplus of over £2 million a year before. It was the. 
by now familiar story of larger turnover being offset 
by rising costs. Sales of gas went up over the year 
from £181 million to £196 million. In contrast, sales 
of domestic appliances fell from £37 million to £29 
million — a tribute to the effect of increased purchase 
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tax and more stringent hire-purchase regulations. 
Overall, total revenue increased from £325 million to 
£346 million. The cost of producing gas (before 
credit is taken for the income from by-products) 
increased from £182 million to £201 million. 

One of the most interesting features of the report 
this year is the progress which has been made with 
the gasification of oil. A major development has 
been the beginning of construction work at the 
Isle of Grain on the plant which will use the Segas 
process for oil gasification and which is being erected 
under agreement between the South-Eastern Gas 
Board and the British Petroleum Со Ltd. This is the 
largest of twenty such plants now being erected and 


. these, plus the eight already in operation, will save 


about 850,000 tons of coal a year. Agreements have 
also been made between the North Thames Board 
and the Shell Petroleum Co Ltd, and between the 
Southern Board and the Esso Petroleum Co Ltd, to 
supply large quantities of refinery gas from Shell- 
haven and Fawley respectively. Тће gas purchased 
under the agreement between the North Thames 
Board and Shell is reckoned to be equal to the 
amount which would be produced by carbonizing a 
quarter of a million tons of coal a year. 


REVIEWS 


Hanson's Death Duties 
Tenth Edition 
by Henry E. Smith, LL.B.(Lond.) 
(Sweet & Maxwell Ltd, London. £6 6s net) 
Although this is only the tenth edition, it is worth 
observing that the first edition of Hanson appeared 
over go years ago and that the duty of which the book 
principally treats, namely estate’ duty, was not 


imposed until long after the original author was dead.. - 


What singles Hanson out from other estate duty 
books is the fact that the exposition of each section 
or other provision of the Acts is set out immediately 
after that provision, so that the reader has both before 
him. This method has a great deal to recommend it. 
The whole subject is a creation of statutes and ulti- 
mately it is always on the precise wording of the 
legislation that the answer to a problem is arrived at. 
Such a method necessarily involves an elaborate and 
careful system of cross referencing, but this aspect 
is adequately dealt with. 

The paragraphs of the book are numbered so that 
it is easy to trace a particular topic. The editor writes 
with no less authority than that of an assistant 
controller of death duties and although the usual 
disclaimer appears, one may assume that he is not 
unacquainted with official practice and the official 
view. However, he has, as he says, consciously striven 
against bias. Indeed, some of the suspicions which the 
reviewer has cherished for some time about the 
correctness of some of the official views are confirmed 
by Mr Smith’s own expressions of personal opinion. 


` Not content with a systematic exposition of the 
Acts as they appear, the editor has added (and this is 
a new departure for Hanson) a brief but compre- 
hensive account, running to some 160 pages, covering 
the whole field. His object has been to cater for those 
who wish to look up a routine point quickly, as well 
as those who desire the benefit of his wide knowledge 
on a particularly weighty problem. The book is 
handsomely produced and is a pleasure to use. 


The Business Encyclopaedia and Legal Adviser 
and Business Correspondence 
(Edited by Thomas H. Lewis, M.B.E., assisted by 
The Rt. Hon. Lord Meston, Barrister-at-Law, as 
legal adviser) 
(The Caxton Publishing Co Ltd, London. Six 
volumes, {11 17s 6d net) 

Since making its first appearance in 1903, this 
encyclopaedia has well and truly established itself 
on the professional and business man's bookshelf. 
The sixth edition is particularly welcome on account 
of the great number of changes and developments 
that have taken place since 1932, when the fifth 
edition was published. 

The encyclopaedia itself is in five volumes and 
its scope is very wide indeed, ranging from account- 
ancy to women in business, from catering to taxes, 
but however diverse the subjects, confidence is 
engendered not only by the names of the editor and 
of the legal adviser, but by the many eminent contri- 
butors who have put their knowledge and experience 
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into this publication. Great care has been taken to see 
that every article is written by someone who can 
speak with authority. Among the contributors we 
notice the names of seven qualified accountants and 
nine lawyers. Many Government departments and 
committees, and professional and trade associations 
have also co-operated. Fortunately, the experts have 
not written obscurely, as experts sometimes do. 


They say what they have to say intelligibly and the: 


student, as well as the practitioner, will find the 
volumes of great assistance. The information, more- 
over, is not confined entirely to practical points, but 
there is useful advice on such matters as the dele- 
gation of authority, supervision and из psychology, 
and vocational selection. 

A feature of the encyclopaedia which deserves 
special mention is the large number of specimen 
documents of every kind which is included. Many 
of them are legal documents, and the companion 
volume Business Correspondence, contains over 600 
model letters, most of which have been specially 
written for, this edition. The legal section of this 
volume, prepared under the supervision of Lord 
Meston, contains specimen letters on every branch 
of the law concerned with business. · 


The Stock Exchange Official Year-Book, 1956 
Volume II 
(Thomas Skinner & Co (Publishers) Ltd, london: 
Volumes I and П. £8 55, including postage.) 
Volume II of The Stock Exchange Official Year-Book 
completes the 1956 edition of this indispensable 


work of reference to securities quoted on the London : 


and associated stock exchanges. 

The new companies and securities added to the 
1956 edition. number about 100 and Volume II, 
which is devoted to the commercial and industrial 
and mining sections, gives full particulars of more 
than 6,250 securities. This volume also contains 
the combined index of the whole 1956 edition, as 
well as the classified list of quoted commercial 
companies under their various trade headings and 
the list of Johannesburg securities in which dealings 
are permitted in London. The number of entries in 
the combined index runs to many thousands as it 


gives reference to hundreds of controlled or sub- 


sidiary companies which are referred to in the 
articulars of their parent companies. 

'The total editorial pages of both volumes of this 
well-produced and valuable guide now number 
3,595, including a short supplement of information 
received too late to be classified. 


Register of Defunct and Other Companies, 
1956 

(Thomas Skinner & Co (Publishers) Ltd, Lortdon. 

£1 10s including postage.) • 

Mes Register records the fate of about 22,000 

anies which formerly appeared in The Stock 

bane Official Year-Book. The new edition gives 
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the final particulars of about 130 additional companies 
whose liquidation has been completed. Further 
details have become available during the past year of 
payments made to former holders of securities in the 
nationalized industries and these particulars form 
some of the most useful and frequently consulted 
pages. The Register is unrivalled in its usefulness 
in dealing with deceased estates and tracing the value 

of old certificates no longer known on the markets. 


The Manual of Modern Business 
Equipment 
(Macdonald & Evans Ltd, London, for Тће Office 
Appliance and Business Equipment Trades’ Associ- 
ation, London. £5 5s the set, including binders and 
index or 4s 6d net per part, binders ros each.) 

'The. Office Appliance and Business Equipment 
Trades’ Association has conceived the excellent idea 
of compiling a manual which explains all the business 
Senilis which the modern office may enjoy. The 
work is currently appearing in instalments, each part 
being devoted to some particular aspect of the subject. 
The Association plans to issue, in all,» twenty-four 
booklets to be contained in two buckram ring binders. 
From time to time, revised editions of individual 
parts will be published so that the complete manual 
will be kept constantly up to date. 

The narrative of each booklet is written in a clear 
and informative manner and the -illustrations are 
both numerous ànd effective. Lists of suppliers of 
the equipment described in the text are also given. 
As an indication of the range of the man the 
seventeen titles already published cover among other 
items, continuous stationery; correspondence filing; 
internal and external intercommunication equipment; 
mechanical and manual punched-card systems; 
typewriters and reproduction processes; accounting, 
book-keeping, adding and calculating machines; and 


‘steel and wood office furniture. Among the subjects 


to be dealt with in the seven remaining booklets still 
to appear are retail cash and credit control methods, 
time control systems and mail room equipment. 

In its completed form, the manual should prove a 
most welcome addition to the office reference library 
and the fact that it is so designed as to keep in line 
with the improvements in the dynamic industry 
whose products it describes, adds all the more to its 
potential usefulness. 


RECENT PUBLICATIONS 


GRADUATE EMPLOYMENT: A Sample Survey. xiii + 300 pp. 
84 X sk. зог net. Political and Economic Р g. 16 
Queen Anne's Gate, London, SW1, and George Allen 
& Unwin Ltd, don. 

Tus New ZzALAND Company Secretary, by John 5. 
Barton, C.M.G., 7th edition by У. G. Rodger, F.C.1.8. 
xxii + 421 pp. 9 X 54. 42s Butterworth & Co (Australia) 
Ltd, Wellington, New "Zealand. 

STUDIES IN THE HISTORY OF ACCOUNTING, edited on behalf 
of The Association of University Teachers of Accounting 
and the American Accounting Association, by A. C. 
Littleton, PH.D., and В... Yamey, B.COM. xi + 39a pp. 
10 X 6}. £2 fos net, Sweet & Maxwell Ltd, London. 
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À trend towards gilt-edged stocks and away from 
equities is noticeably developing in the stock-markets. 
Evidence of lower industrial 8 and the hope 


of sortie eventual relief from credit restriction provide | 
the background to the investment trend. New issues . 


of fixed interests stocks are receiving strong support. 


‘All That.Glitters . 


The sixth annual report and accounts for 1956 of 
The Tap & Die Corporation Ltd, from which this 
week’s reprint comes, look very handsome. Red 
dominates the cover. On the front, the company’s 
name appears in black on a yellow band: ‘Sixth 
annual report’ etc. is featured in white on a black 
band; and there is a beautiful picture right across the 
cover of a shiny steel tap, glorying in its ‘thous. of an 


ee 


inch’ accuracy. On the back of the cover is a picture. 


of a die, a tribute to engineering craftsmanship. 
The presentation of the accounts is a delight to the 
eye with comparisons in red on a fawn background. 
The centre opening gives the, two hemispheres 
showing the principal countries to which the Group 
exported its products during the year. And the whole 
publication is on glossy paper of high quality. 
There is not a word from the directors, however, 
as to how the company is doing. Undoubtedly the 
figures are good — higher profits, more dividend. But 


it is all figures, with nothing from the chairman .to .. 


put life into those figures. 

Ап interesting and informative chairman's state- 
ment has become so much a part of company report- 
ing that one misses it when the report is not a report 
but merely a résumé of figures already in the accounts. 


Another curious thing about the publication under. 


review is that the page devoted to ‘Where the money 
goes’ with its segmented circles has no figures and the 
diagrams give merely an appearance of geometrical 
patterns. It also leaves unstated how much money 
there was to go. 


New Values 
In one of the addresses given. at The Institute -of 
Cost and Works Accountants’ summer school last 
month, the statement of fixed assets at replacement 
value in accounts was advocated. Unless this is done, 
it was maintained, the profitability of the capital 
employed cannot be seen. 

In practice, one sees an increasing tendency to 
adopt up-to-date valuations in the accounts. Walker 
Bros. Ltd, constructional engineers, did so last year 
and Mr T. W. A. Allen, the chairfnan, reports on 
the matter in connection with the depreciation charge. 

Reference to the consolidated profit and 1088 
account, he says, shows that the company reserved 
over £10,000 more for depreciation this year than 
last. Whilst the fixed assets depreciated are sub- 
stantially the same, he goes on to say, shareholders 
will remember that last year they were revalued and 
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the new values brought into the balance sheet. This 
year’s allowance for depreciation, he notes, is on 


Capital Erosion 


"Warning of the dangers attending the erosion of 


capital by heavy taxation and public expenditure was 
given by Mr W. H. Higginbotham, F.S.A.4., Е.5.5., 
chairman of Edgar Allen & Co Ltd, the Sheffield 
steel makers and engineers, at the company's annual 
meeting. Capitalism, he pointed out, consists, in 
essence, in the creation of a surplus over and above 
today's needs and the effective use of that surplus 
tomorrow. Without this, material advance would be 
impossible; countries and people would remain un- 
developed, and their living standards depressed. 

But the surplus, said Mr Higginbotham, was now 
being depleted by heavy taxation. The question of 
ownership of the surplus – public or private – was 
immaterial except that privately-owned industry 
must sell its products and services in a highly- 
competitive market, and must maintain solvency or 
go into liquidation, whereas publicly-owned industries 
were under no such obligation. 

Mr Higginbotham pointed out that the State 
boards -'those huge monopolistic corporations’ — 
were particularly vulnerable to pressure for higher 
wages and shorter working hours, and concessions 
granted might thereafter be used as levers to extract 
equivalent concessions from the so-called 'private 
sector' of industry. 


‘Half-time Figures 
The worth of half-yearly profit statements has been 


"amiply demonstrated’ in the past few weeks. Half- 


time figures from many leading companies have 
clearly shown the impact of narrowing profit margins 
on company earnings. But for the announcement 
of *half-time' results the level of industrial earnings 
would have been purely a matter for conjecture. Ав 
things are the position is being clearly shown. ТЕ is 
noticeable that the example set by leading companies 
in showing half-yearly — and in some cases quarterly 
-turnover and profits is being followed by many 
smaller companies. We may note, at this juncture, 
that the announcement of these figures has failed 
to bring the disasters of misinterpretation which the 
early opponents of the half-time profit practice so 
persistently foretold. 


Money Market 

The discount market lowered its bid for treasury bills 
by 4d to £98 14s 5d at the tender on October 12th. 
With total applications lower at £/403:6 million, the 
market obtained 55 per cent of the bills offered and 
the average discount rate hardened to £5 2s 2:21d 
per cent. Next weeks offer is £280 million against 
maturities of [270 million. 
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THE TAP & DIE CORPORATION LIMITED AND ITS SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the Year ended 3ist May, 1956 


PROFIT ON TRADING after charging a ad ПЕВА the following: 


GROUP PENSION SCHEME 
DEBENTURE STOCK INTEREST, GROSS ` 
AUDITORS’ REMUNERATION 


EMOLUMENTS OF THE DIRECTORS OF THE ТАР & DIE CORPORA- 


TION LIMITED 
Fees (as fixed by the Articles of НИ 
Managerlal Services = 


DBPRECIATION OF FIXED ASSETS 


7 Add: 
INCOME FROM INVESTMENTS including RANK DEPOSITAND BUILD: 


ING SOCIETY INTE 


Deduct 
TAXATION ON THE PROFIT. TOR: THE YEAR 
Profits Tax А 
income Tax 


Less: Taxation overprovided in previous years 
CONSOLIDATED NET PROFIT POR THE YEAR ae Аа 


Dealt with in the Accounts of che Parent етра: 
Retained In the Subsidiary Companies m 


Deduct: 


COSTS OF BONUS SHARE ISSUE AND ISCRAASENG AUTHORISED 


SHARE CAPITAL, I2th JANUARY, 1956 
TRANSFER TO CAPITAL RESERVE.. 
TRANSFER TO DEBENTURE REDEMPTION RESE 


RVE is 
DIVIDENDS LESS INCOME TAX, FOR THE YEAR PAID AND PROPOSED 


(on Capital Increased oe January, mel 


Promised Phu 10 (Th (ii in 985) | ` 
Proposed Bonus (24% in Tg i 


Add: Balance brought forward at Ist June, 1955 . 


UNAPPROPRIATED а ОР THE GROUP Б CARRIED ‘FORWARD 


AT 3ist MAY, 1956 


CURRENT 


Hotchpot and Intestacy 


Section 49 (a), of the Administration of Estates Act, 
1925, provides for the bringing into hotchpot of any 
beneficial interests acquired by any issue under the 
will of a deceased person who dies partially intestate. 
In In re Morton, Morton v. War and Another 
([1956] 3 All E.R. 259), a part of the testator's 
estate became held, in the events which happened, 
upon trust for the testator's son and the son's son 
successively for life and thereafter passed, as sub- 
sequent trusts declared by the will infringed the rule 
against perpetuities, as on a partial intestacy of the 
testator, and the Court was asked to decide whether, 
in calculating the amounts to be taken by the testa- 
tor's issue on his partial intestacy, they ought to 
bring into hotchpot zu value of the interests which 
they took under his will. Danckwerts, J., held that 
the interests must be brought into hotchpot and that 
those interests which were not absolute must be 
brought in at a valuation appropriate to their nature: 
viz. a life interest should be valued according to 
the actuarial considerations which are relevant to a 
life interest. His lordship pointed out that to value 




















401,363 
6,985 
12,729 
1,235 
3,200 
41,000 
——— 44200 
45,801 
£110,950 
7,781 
409,144 
48,410 
172,147 
220,557 
3,595 
216,962 
192,182 
102,154 а 93,073 
90,028 94,078 
£192,182. £187,151 
3,660 
14,012 
3,755 
34,500 
57,500 
—— 92, 
—— qna 
78,755 
286,835 
£365,590 
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.such an interest as being equivalent to a gift of 


capital would be contrary to fairness and common 
sense. 
Set-off in Bankruptcy 


The Court of Appeal has now affirmed ([1956], 
3 All E.R. 225), the decision of the Divisional Court 
of the Chancery Division in In re a Debtor (No. 66 
of 1955), Ex parte The Debtor v. The Trustee of 
the Property of Waite (a bankrupt) ([1956] 2 All E.R. 
94), to which reference was made in The Accountant 
of July 14th, 1956, holding that a receiving order 
was rightly made against the debtor and that not 
only was there no right of set-off under Section 31 
of the Bankruptcy Act, 1914, but that there was no 
equity available to the debtor entitling him to require 
W.’s trustee in bankruptcy to reduce his claim 
os the debtor by setting off the sum due by 
. to the debtor. 

| the course of his judgment, Lord Evershed, 
M.R., (with whom the other learned lord justices 
agreed) invoked the proposition 

‘that, if at the relevant date a guarantor has not paid 

the principal creditor (and has not taken any other 
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step to enforce his rights against the principal 
debtor) and so long, at least, thereafter as that 
situation continues, there is no “debt due” to the 
guarantor from the -principal debtor capable of 
forming the subject of a set-off, under Section 31 
of the Bankruptcy Act, 1914, against a debt due 
from the guarantor to the principal debtor’. 
Lord Evershed suggested, however, that it might be 
that in the debtor’s bankruptcy it would be open to 
his trustee to set off against a claim by W.’s trustee 
the amount which W. owed to the debtor. His 
lordship pointed out that such a set-off would not 
render academic the case before him, because the 
whole aim in that case had been so to reduce the 
claim against the bankrupt as to make it incapable 
of supporting a bankruptcy petition, and in that way 
to invalidate the receiving order; whatever might 
subsequently happen, that aim had not been achieved. 


Reconstruction of War-damaged Premises 
In City of London Real Property Company Limited v. 
War Damage Commission ([1956] 3 W.L.R. 615), 
the appellants appealed from a determination of the 
War Damage Commission that a cost of works 
payment should not be made in respect of ten 
damaged properties belonging to the appellants, 
because the two new buildings which the appellants 
had built on the sites of the ten old properties so 


little corresponded to those old properties that it was 


impossible to say that the damage to the original 
properties would have been made good by the works 
carried out. 

Vaisey, J., dismissed the appeal. A cost of works 
payment is not, he held, payable if the work done is 
80 substantial that it cannot be described as making 
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good the damage by works which include alterations 
or additions to the hereditament: the test to be 
followed is to be found in paragraph 4 of note 1 of 
the Second Series of the War Damage Commis- 
sion’s Practice Notes (July 1945), and. is: 

‘Looking at the works executed, can the property 
be fairly described as still the same property as 
before the war damage, though altered or added to?’ 

"That test must be answered on common-sense lines. 


Administration of an Insolvent Estate 


A somewhat curious, and important, point arose in 
In re Bradley, Bradley v. Barclays Bank Ltd ([1956] 
3 All E.R. 113). The plaintiff was the executrix of a 
testator whose estate was believed to be insolvent 
and she desired to have the estate administered by 
the Court, as it seemed probable that matters of 
difficulty would arise in the administration. There 
was a number of disputed claims, but the defendent 


: bank was an admitted creditor. Had the bank been 


prepared to be either plaintiff or defendant in the 
proceedings, no difficulty would have existed, but 
it was not, and the plaintiff attempteel to join the 
bank as defendant against its will. : 

Upjohn, J., held that a creditor may not be so 
joined in this way, although under R.S.C., Ord. 55, 
Rule 5, unwilling next-of-kin may be. In so holding 
the learned judge followed the Irish case of Mande- 
vile v. Mandeville ((1888) 23 L.R. Ir. 339). His 
lordship pointed out that it was open to the executrix 
under Section 130 of the Bankruptcy Áct, 1914, to 
petition for the estate to be administered in bank- 
ruptcy, in which case she would be completely 
protected. 


CORRESPONDENCE | 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Receipts for Cheque Payments 


Sm, —I have read with interest the recent corre- 
spondence on this subject and entirely agree with the 
views of ‘M. D.' as expressed in his letter published 
in your issue of October 13th. 

J. Lyons & Co Ltd have given a praiseworthy lead 
in attempting to do away with at least one out-dated 
and unnecessary relic of the past, and it is to be hoped 
that their example will be widely followed. 

One difficulty arises, however, namely, the growing 
practice of combining a printed form of receipt with 
the endorsement of cheques. Ап increasing number 
of companies do this and no doubt they would be un- 
willing to make a change unless there appeared to be 
a wide measure of agreement among their suppliers. 

It seems that this problem may be largely overcome 
in course of.time by the more general use of the 
traders’ credit system, with all its attendant advan- 
tages. Yours faithfully, 

H. G. S. ROGERS, Secretary, 

Croydon. ROTAMETER MANUFACTURING Со Lip. 


Bank Deposit Interest 
Sm, - The letter published in the October 6th 1ssue 
under this heading might be rather misleading to any- 
one unacquainted with the practice of Danks relating to 
deposit accounts. 

It is the general practice of the large banks to 
credit deposit interest to principal half-yearly on 
deposit accounts for which passbooks are issued. 
containing a record of the entries on the account. No 
difficulty arises here. 

Your correspondent evidently refers to the exist- 
ence in some banks of another class of deposit known 
as deposit receipts, for which a form of receipt is 
issued to the customer. It would obviously be im- 
practicable to add back the interest to principal, as 
in the case of deposit passbook accounts, so in 
practice accrued interest is left outstanding on a 
separate account until the customer asks for it. This 


: might well be at infrequent and irregular intervals, 


but the initiative does not rest with the bank. 
The Revenué take the view that such interest is 
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not regarded as income until it is actually ‘paid or 
credited', and until then it is outside the scope of the 
return which banks are obliged to make to the 
Revenue under Section 29, Income Tax Act, 1952, 
in respect of all amounts of £15 and over. When it is 
‘paid or credited’, it is accepted as the income of 
one year only and there is no question of going back 
over the years when it accrued. 

The solution is simple. Arrangements can be made 
with the bank for the interest to be transferred to 
current account if one exists, or if not it can be 
withdrawn in cash each half-year: 

Your correspondent may be aware of a case where 
a bank does not compound the interest. I know only 


of the contrary. Yours faithfully, 
B.K 


Home Consumption and the 
Wernher Decision 


Sır, – I must confess that I have had difficulty in 
understanding the decision in the Wernher case, 
which has been the subject of so much discussion in 
your journal recently, and I wonder if any reader 
could give me the answer to a hypothetical problem? 
If an accountant was expecting to inherit a large 
sum of money from an aged and affluent uncle (he 
could hardly expect to earn a sum of the magnitude 
that I have in mind), and supposing he spent a 
considerable time studying the accounts and balance 
sheets of companies in which he proposed to invest 
his inheritance, would he have to pay tax on the 
amount he would have charged a client for a service 
of a similar nature? If the uncle was inconsiderate 
enough to go on living longer than he expected, 
would he have to pay tax in the years when the 
services were rendered or only when he eventually 
received the legacy and made the investments? 
Would he be allowed as a set-off, the sum he had been 
charged by himself or would this be regarded as 
expenditure of a capital nature? 
Yours faithfully 


Johannesburg, S. Africa. В. J. S. WIMBLE. 


Sm, – I have been following with some interest the 
correspondence in your columns on the Sharkey v. 
Wernher case, and it seems to me that there is an 
essential difference between this case and that of the 
ordinary trader withdrawing goods from stock for 
his own use. This is that in addition to the taxable 
activity of a stud farm, Lady Wernher carried on the 
recreational activities of racing and keeping horses in 
training. 

Viscount Simonds said in the cour8e of his judg- 
ment: 

‘A main purpose, if not the main purpose, of the 
stud farm was to supply the racing establishment.’ 
This surely clearly distinguishes this case from that 
_of the ordinary trader, whose withdrawal of goods 
for his own use is purely incidental. Nevertheless, 
no distinction was made in the judgmeht, but in the 
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circumstances is it not possible that the words of 
the judgment have the force of obiter dicta only, 
as far as concerns the ordinary trader. 

Yours faithfully, 

Oxford. R. A. WILKINSON. 
‘Agreements to Enter into Agreements’ 
Sm, – In connection with the article (September 8th) 
on ‘Agreements to enter into agreements’, may 1 
quote a personal experience in connection with the 
statement that ‘in the case of an agreement for a lease 
parties must be in agreement . . . with regard to all 

the covenants'. 

Some years ago, in giving a house tenant alternative 
accommodation, I offered to enter into a three years' 
lease ‘provided we could agree on terms’. The tenant 
accepted my offer and asked me to proceed with the 
legal document. When my solicitor's draft lease came 
back from the tenant's solicitors so many onerous 
terms had been inserted that I refused to proceed 
further and it was never completed, the tenant con- 
tinuing to pay rent as a statutory tenant under the 
Rent Restriction Acts (or so I thought). At a later 
date, however, my lawyer having died, another firm 
of solicitors advised me that a lease already existed, 
as my offer to execute one had been accepted in 
writing. When I quoted the ad idem principle, I was 
told my failure to agree with the tenant on the terms 
of the lease did not dispose of the lease itself, and 
that it was for the Courts to decide, if necessary, what 
were reasonable terms. 

Needless to say I gave notice of cessation before 
the end of three years so as to prevent renewal of the 
alleged lease for a further term, and I have still a 
statutory tenant on my hands. 

Yours faithfully, 
L. W. 


Our Weekly Problem No. 137 
Aunt Mary's Estate 


Sir, – My attention has been drawn to the account 
of the winding-up of the above estate, published in 
your October 6th issue. I consider that I have been 
unfairly treated, and would like the backing of your 
readers, to confront my Uncle Lucifer, and compel 
a readjustment. 

In my opinion, as the maximum individual bids 
for Aunt Mary's assets totalled £260, each beneficiary 
should be credited with £65, and debited with his or 
her successful bid. In my case this should bring me 
£25 (not £20 as paid) being £65 less the autographs 
£40. My cousin Barbara should pay an extra £5, being 
£70 bid for jewellery less her share £65. The other 
cousins have received-fair shares. 

Yours indignantly, 

ANN SIDATE. 
[Mr L.'U. Sidate writes: Dear Ann, I said I would 
take into account ‘all’ the bids given by each of you. 
Your offer of £90 for that fine old Morris was £30 
below Barbara's offer and this resulted in the difference 
of the £5 you mentien. Your affectionate Uncle, 
1.10.51 
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FOR STUDENTS 


ACCOUNTANCY 
Capital Reserves 


Capital reserves are defined in clause 27 (1) (c), Eighth 
Schedule, Companies Act, 1948, as being those 
reserves which are not regarded as being free for 
distribution through the profit and loss account. 

They are funds of the shareholders which are used 
as permanent additions to the share capital of the 
company, and in many cases they are used as a fund 
for the issue of fully-paid bonus shares to members of 
the company. This process is frequently referred to as 
the ‘capitalization of reserves’, though this phrase is 
inclined to be a little misleading, since some students 
read into this the capitalizing of profits by their trans- 
fer to a capital reserve rather than by their issue as 
bonus shares augmenting the issued share capital of 
the company. In fact, of course, the reserves used for 
the granting of bonus shares may be either revenue 
reserves or capital reserves. 

Capital reserves may arise in several ways — e.g. by 
pre-incorporation profits, by being an excess value 
disclosed on the consolidation of holding and sub- 
sidiary companies' accounts, or by the sale of fixed 
assets át a price in excess of their original cost. (Where 
assets are sold for more than their written-down value, 
the profit is primarily a revenue one, since it is only in 
reduction of the depreciation provisions which have 
been made out of revenue profits; the transfer to capital 
reserve should be limited to the excess over original 
cost as this, and this alone, is the true profit.) 

Capital reserves may also be created by the opera- 
tion of the Companies Act since, where shares are 
issued at a premium, the premium on those shares 
must be transferred to a share premium account which 
is declared by Section 56, Companies Act, 1948, to be 
in effect & capital reserve: certain further restrictions 
on its use are made, however. 

The issue of redeemable preference shares may also 
give rise to the creation of a capital reserve, since on 
the redemption of such shares, unless the proceeds of 
а new issue are used for this purpose, a capital reserve 
must be created of an amount of the nominal value of 
the shares redeemed. This capital reserve is termed a 
'capital redemption reserve fund' and it is frequently 
regarded as being the 'most capital' of all capital 
reserves, since, without the authority of the Court, it 
may be used only for the issue of fully-paid bonus 
shares to members of the company. 

In a company's balance sheet, capital reserves should 
be shown immediately following the details of the 
issued capital and a sub-total should be struck of the 
issued capital and of all reserves, thereby giving a 
figure of the shareholders' total funds in the company. 


EXEGUTORSHIP 
Intestacies - II 


If an intestate dies leaving a surviving spouse and issue, 
the personal chattels and a statutory legacy of £5;000 
are payable to the surviving spouse as a first claim,on 
the estate. Thereafter the residue is held on trust for 
the issue. During the lifetime of the spouse, however, 
he or she is entitled to a life interest in one-half of the 
residue. If a child dies unmarried and a minor, his 


share of the residue is held in trust for the survivor(s). 
If all issue die unmarried minors, the life interest of the 
spouse is extended to the whole of the residue, and the 
interest in the remainder will pass to other specified 
relatives, or, if there are none, to the spouse. 

In cases where the intestate dies leaving only issue, 
the estate will be held on trust for the issue in equal 
shares until such time as they marry or become of age. 
If all issue die unmarried minors, the benefit of the 
estate will pass to the specified relatives as though 
the issue had never existed. i 

In all cases where the spouse has a life interest in the 
whole or a part of the residuary estate, which consists 
of property in possession, the spouse has a legal right 
to demand from the personal representatives redemp- 
tion of the life interest. This right must normally be 
exercised within twelve months of the date on which 
representation is taken out. 


COMPANY LAW 
Directors - IV 


A company may remove a director by ordinary 
resolution even though this may be in contravention 
of anything in the company's articles or in any agree- 
ment between the company and the director (Section 
184, Companies Act, 1948). 

An exception to this general rule.is in the case of a 
director of a private company who held office for life 
on July 18th, 1945. 

If a resolution is to be proposed for the removal of a 
director, the company must send a copy of the pro- 
posed resolution to the director concerned and the 
director is entitled to be heard on the resolution at the 
meeting. The director concerned is also entitled to 
make representations in writing and may request their 
notification to members of the company. If this is 
done the company must comply with his request, 
unless the representations exceed a reasonable length 
or are received too late for circularization. In the latter 
case, the director may, in addition to his right to be 
heard orally, require that the representation shall be 
read out at the meeting. If the company or any person 
concerned claims that the right to submit such repre- 
sentations or to be heard is being abused to secure 
needless publicity for defamatory matter, the Court 
may vary these provisions and may make an order for 
the director to pay the costs of the company's appli- 
cation, notwithstanding that he was not a party to the 
application to the Court. 

А director who has been removed from office under 
this section is not prejudiced in civil law against . 
claiming compensation for loss of office or damages in 
respect of the termination of his appointment as 
director. The position here must rest on the facts of 
the case and gn the terms of his contract with the 
company. | 

An undischarged bankrupt is prohibited from acting 
as director of a company under Section 187. If he 
should act as a director, otherwise than with the leave 
of the Court by which he was adjudged bankrupt, he 
is liable on conviction to imprisonment for a term 
not exceeding two years and/or to a fine not exceeding 
#5902. (An exception exists where a person was both 
an undischarged bankrupt and a company director 
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on August 3rd, 1928, and has continuously acted in that 
capacity since that date.) 

'The Court may also order that a person may not bea 
director of a company for a period not exceeding five 
years under Section 188. The Court has this power 
where a person is convicted of an offence in con- 
nection with the promotion, formation or manage- 
ment of a company, or has been guilty of certain 
offences in the course of the liquidation of a company. 
In the latter case it is not even necessary that the person 
has been convicted of an offence, for the Court has 
power to make an order if it appears that the person 
has been guilty of such an offence. . 


BANKRUPTCY 
Preferential Debts 


. The debts which have priority over ordinary debts in 

a bankruptcy and which, if necessary, will abate 
proportionately if there are insufficient funds to meet 
them, are the same as the preferential debts in the 
winding-up of a company. (These are contained in 
Section 319, Companies Act, 1948). The only modi- 
fication required in relating this section to bankruptcy 
is that it is the date on which the receiving order was 
issued that is relevant in considering time limits and 
not, for example, the date on which the resolution was 
made to wind up. 

The preferential debts may be summarized as 
follows: 

(1) Local rates due by the bankrupt at the date of. 
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the receiving order having become due and payable 
within the year prior to that date. 

(2) All income tax and other assessed taxes, assessed 
on the bankrupt up to the preceding April 5th, and 
not exceedipg in all one year's assessment (the Revenue 
having the power to choose which year is to be pre- 
ferential where more than one year is due); 

(3) The amount of any purchase tax assessed on the 
bankrupt, having become due within the year prior to 
the date of receiving order; 

(4) The remuneration of any employee earned in 
respect of services in the four months prior to the date 
of the receiving order, not exceeding £200. 

(5) Any sum ordered to be paid by way of compen- 
sation under the Re-instatement in Civil Employment 
Act, 1944, not exceeding £200; 

(6) All accrued holiday pay payable to any employee 
on the termination of his employment before or by the 
effect of the receiving order. 

(7) All amounts due in respect of contribution pay- 
able by the bankrupt as employer during the year 
preceding the date of the receiving order under the 
Unemployment Insurance Act, 1935, the National 
Health Insurance Act, 1936, the Widows' Orphans', 
and Old Age Contributory Pensions Act, 1936, the 
National Insurance (Industrial Injuries) Act, 1946, or 
the National Insurance: Act, 1946. 

(8) Any amount due in respect of compensation 
under the Workmen's Compensation Act, 1925, which 
had arisen in respect of employment before July sth, 
1948. Po 


NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


FINDING AND DECISION OF THE DISCIPLINARY 
COMMITTEE AND OF THE APPEAL COMMITTEE 
Finding and Decision of the Disciplinary Committee. 
of the Council of the Institute appointed pursuant 
to bye-law 103 апа of the Appeal Committee of 
the Council of the Institute appointed pursuant to 
bye-law ro8 of the bye-laws appended to the 
supplemental Royal Charter of December 21st, 

1948. 
А formal complaint was preferred by the Investi- 
gation Committee of the Council of the Institute to 
the Disciplinary Committee of the Council that 
Lewis Travers, A.C.A. (a) had been guilty of acts or 
defaults discreditable to a member of the Institute 
within the meaning of Clause 21, subclause (3) of the 
supplemental Royal Charter in that he induced a 
certain person to sign a form of guarantee in favour 
of his bankers in the sum of £1,500 and another person 
to advance to him the sum of Дбоо in each case by 
making statements to them which were untrue, and 
(b) was on May 2nd, 1956, adjudged bankrupt, so as 
to render himself liable to exclusion or suspension 
from membership of the Institute. The Disciplinary 
Committee at a hearing held on July 4th, 1956, found 
that the formal complaint against the said Lewis 
Travers had been proved under both heads and the 


Committee ordered that Lewis Travers, A.C.A, of 
43 York Street, Baker Street, London, Wr, be ex- 
uded from membership of the Institute. 

Lewis Travers appealed against the Finding and 
Decision of the Disciplinary Committee under head 
(a) of the formal complaint. The Appeal Committee 
heard the appeal on September sth, 1956, and affirmed 
the Finding of the Disciplinary Committee that the 
formal complaint against Lewis Travers under head . 
(а) had been proved and affirmed the Decision of the 
Disciplinary Committee that Lewis Travers, A.C.A., 
be excluded from membership of the Institute. 


ASSOCIATES ELECTED TO FELLOWSHIP 
AND APPLICANTS ADMITTED TO MEMBERSHIP 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council Meeting held on October 3rd, 1956, who 
completed their Fellowship or Membership before 
‘October 16th, 1956. 


Associates elected Fellows 
Croft, Arthur Clifford; 1948, A.C.A.; (Goldie, Campbell 
& Robins), Bank Chambers, Lowgate, Hull. . 
Dixon, James; 1950, A.C.A.; Groat House, Groat Market, 
Newcastle upon Tyne, 1, and at Durham. 
СБа, William Michael; 1951, A-C.A.; ("Webster & 
Goffin), 23 Commercial Street, Mansfield. 5 : 


а А EDEVCRMEUM CMM SEES 
“placed against a Firm Mame signifies that the Firm is no 
exclusively composed of members of the Institute. В 
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Gregg, Frank; 1951, A.C.A.; (Gregg Bros. & Co), and 
(Owen & Со), 20 St Ann’s Square, Manchester, 2; also 
at Barmouth (Owen & Co). 

Gregory, Henry George; 1923, A.C.A.; (Gully, Stephens, 
Ross & Gregory), x Broad Street Place, London, ECz. 
Jennings, John David; 1951, A.C.A.; (W. Lacon Threlford 
Rh Liverpool House, 15-17 Eldon Stret, London, 

2. 

Laughlin, Herbert Desmond Blakeley; 1939, A.C.A; 
(H. D. Blakeley Laughlin & Co), Salisbury House, 
London Wall, London, ЕС2. 

Lawson, Herbert Leslie; 1951, A.C.A.; (Leigh, Sorene & 
Lawson), 146 Oxford Street, London, Wir. 

Lewis, Philip Antony; 1949, A.C.A.; 3 Marsden Street, 
Manchester, 2. : 

Nunes Vaz, Jacob Jack; 1949, A.C.A.; (H. C. Rudolf & 
Co), Balfour House, Finsbury Pavement, London, ECa. 

Reynolds, Jack; 1950, A.C.A.; (Goldie, Campbell & Robins), 
Bank Chambers, Lowgate, Hull. 

Waldron, Robert Sydney; 1945, A.C.A.; (Greenslade & 
Co), 297/302 Dashwood House, Old Broad Street, 
London, ЕС2, and at Northampton. 

Weaver, Ronald Ernest; 1949, A.C.A.; Westminster Bank 
Chambers, 16—17 Hertford Street, Coventry. 

Wilson, William; 1948, A.C.A.; (Ogden, Wilson & Co), 1 
Royal Crescent, Cheltenham; also at Mexborough 
(H. Т. Ogden & Co). 

Winograd, Stanley; 1950, A.C.A.; (*Goodman, Jones & 
Со), 77 Portland Place, London, Wr. 


(Not in England or Wales) 
Noon, Henry Bromley; 1927, A.C.A.; (Henry Noon & Со 
Crosby House, 71 Robinson Road (P.O. Box 247 
Singapore, 1. 


, 
+ 


Admitted as Associates 
(Not in practice) 

Aldred, Ralph Harry Charles, 3 Kingsdale Road, Penge, 
London, SEzo. 

Glasse, John James Maxwell, with Edward Moore & Sons, 
Thames House, Queen Street Place, London, EC4. 

Hack, Rex Hereward, B.A., with Jones & Hack, 10 White 
Friars, Chester. 

Harrington, Raymond Maxwell, with Astbury, Mitcheson 
& Miller, 42 Spring Gardens, Manchester, 2. 

Jackson, Maurice Trevor, with Smailes, Holtby & Gray, 
99 Princes Avenue, Hull. 

Khan, Mahfooz Ali, with Arthur Haslam & Co, Kingscourt, 

| Bridge Street, Walsall. 

March and Kinrara, The Earl of, Charles Henry Gordon- 
Lennox, Clifton Manor, Clifton-upon-Dunsmore, near 
Rugby. 

Ма Edwyn Graham, 49 Littleheath Road, Selsdon, 

urrey. 

Presland, John David, s.8c.(EcoN.), with Knox, Cropper 
& Co, Spencer House, South Place, London, ECz. 


Former Member re-admitted to Membership 
Grainge, Alan, 73 Leeds Old Road, Heckmondwike, 
Yorkshire. 
Personal 
Messrs EDWARD Myers, CLARK & Co, Chartered 
Accountants, of 7 Arundel Street, Strand, London, 
and 30 Clarendon Road, Watford, Messrs CLARKE, 
ECKERSLEY, PRENTICE & Co, of 41 Spring Gardens, 
Manchester, and Messrs Grorce Рертку & Co, 
` 8 Ormerod Street, Burnley, announce with regret the 
sudden death of their partner, Mr Jack KENNETH 
CARPENTER, on October 4th. The practices will be 
continued by the surviving partners at the sam 
addresses. = 
Messrs Kemp, Cuarreris & Со, Chartered 
Accountants, of St Swithinss House, Walbrook, 
London, EC4, announce the opening of two new 
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branch offices at Manchester and Blackpool. Thg 
address of the branch office at Manchester is Kine 
Street Buildings, 1 Ridgefield, Manchester, 2, and 
the address of the new office at Blackpool is 34 
Birley Street, Blackpool. 

Messrs BRICHT, GRAHAME, Murray & Со, 
Chartered Accountants, of 61 Portland Place, Wr, 
announce that they have taken over the practice 
formerly carried on by the late Mr E. E. JENNINGS, 
F.A.C.C.A., and the late Mr A. C. FARRANT, F.A.C.C.A., 
under the style of BIRD & JENNINGS, at 116 Gloucester 
Place, Wi. For the time being Messrs BRIGHT, 
GRAHAME, Murray & Co will continue the practice 
under the style of Br & JENNINGS from 116 
Gloucester Place, Wr. 

Mr LESLIE STEWART FINDLAY, Е.С.А., announces 
that he retired from the London and Cardiff branches 
of Messrs PorPLETON & APPLEBY, Chartered 
Accountants, and from Messrs BENDALL & FINDLAY, 
Chartered Accountants, of London, on September 
30th, 1956, in order to give his full time to the affairs 
of BrRMINGHAM Tuse & Еггтімсѕ Co Lrp, 48 
Holloway Head, Birmingham, 1, of which company 
he has for some time been a director.* 

Messrs R. D. Munro & Co, of 20-21 Lawrence 
Lane, London, EC2, announce with deep regret the 
death, on October 8th, of Мв ROBERT DORMOND 
Munro, C.A., who founded the firm in 1896. The 
practice will be carried on by the remaining partners 
under the same name. 

Messrs Hornetr & Co, Chartered Accountants, 
announce that they have changed their City address 
to 54 Cannon Street, EC4, and that the telephone 
number (City 4887) remains unaltered. 

Messrs Leaver, Сотв & Co announce that they 
have changed their City address to 54 Cannon Street, 
EC4, and that the telephone number (City 4887) 
remains unaltered. 


Professional Notes 

Mr A. H. Mcellwraith, c.a., has been appointed 
secretary-controller of Miles Laboratories Ltd and 
Ames Company (London) Ltd, as from October rst, 
1956. Е 
Mr C. A. French, А.5.А.А., A.I.M.T.A., assistant chief 
accountant at the Central Electricity Authority's 
headquarters, has been appointed a deputy chief 
accountant at headquarters. 


The Association of Superannuation and . 
Pension Funds | 

Mr J. H. H. Nuttall, a.c.a., and Mr H. Chave Jones, 
A.C.A., are among the speakers at the first week-end 
conference of members of The Association of Super- 
annuation and Pension Funds, which takes place 
at Brighton from November 2nd to 4th. 

Subjects to be discussed include the initiation of 
2 pension scheme; legal and taxation points; invest- 
ment and administration problems; and the relative 
merits of schemes administered by a life assurance 
society or by trustees appointed under a private 
trust deed. * 
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Obituary 
Epwarp ROBERT COWIN, F.C.A. 


It was with deep regret that we learned of the death 
(announced in our last issue) of Mr Edward Robert 
Cowin, Е.С.А., senior partner in the firm of Muras & 
Co, Chartered Accountants, of Wolverhampton. He 
died on October 6th, at the age of 53. 

Mr Cowin was admitted an Associate of the 
Institute in 1932, and was elected a Fellow in 1944; 
he was a past chairman of the Wolverhampton 
Branch of the Birmingham Society of Chartered 
Accountants. 

For a number of years he was secretary of Wolver- 
hampton Racecourse and Dunstall Park Club Co, 
and ће was also one of the Wolverhampton Corpora- 
tion auditors. 

A keen sportsman, Mr Cowin was for many years a 
playing member of Wombourne Hockey Club, and he 
was an active member of the Wolverhampton Lawn 
Tennis Club until his death. It was, in fact, at the 
tennis club that he collapsed and died. 


Jack KENNETH CARPENTER, F.C.A. 


We have learned with much regret of the death of 
Mr Jack Kenneth Carpenter, F.C.4., which occurred 
suddenly on October 4th. He was 57. 

The eldest son of the late Mr Fred J. Carpenter, 
Е.С.А., and elder brother of Mr Percy F. Carpenter, 
Е.С.А., Mr Carpenter was educated at St Marylebone 
Grammar School and served his articles with the 
late Mr J. Edward Myers. He obtained the William 
Quilter Prize for Auditing at the Final Examination 
of tbe Institute in 1921 and was admitted an Associate 
in that year. 

On qualifying, Mr Carpenter remained with the 
same firm, Messrs Edward Myers, Clark & Co, of 
London and Watford, of which, for the past sixteen 
years he has been senior partner. He was also a 
senior partner in the firm of Clarke, Eckersley, 
Prentice & Co, of London and Manchester and 
George Pedley & Co, of Burnley. He was elected а 
Fellow of the Institute in 1934. 

Mr Carpenter served with the London Scottish 
in France during the First World War, and was a 
councillor of the Borough of Watford for a number of 
years, latterly being chairman of the finance com- 
mittee. | 

For seventeen years treasurer of the Watford 
Rotary Club, of which he had recently been president, 
Mr Carpenter was also an active worker in church 
affairs in the Diocese of St Albans, and was а governor 
of Northfield School. 
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The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday: ‘Practical aspect! lectures for Intermediate 
students (at the Institute): ‘Costing’, by Mr F. T. 
Hunter, F.C.A., F.C.W.A.; ‘The work of executors and 
trustees’ ,byMrM. ү. Lockyer, А. 1.B.; ‘Banking practice’, 
by МЕН. J. Witheridge, M.C., B.COM. "(assistant manager, 
Midland Bank Overseas Branch); ‘Assurance and insur- 
ance’, by Mr 5. R. Fenwick, ¥F.c.1.1. (manager, Home 
Accident Dept., Prudential ‘Assurance Co.). 

5.30 p.m. at the Institute: Lecture on ‘Some recent trends 
in tax cases’, by Mr L. С. Graham-Dixon, g.c. Chairman: 
Mr Е, Kenneth Wright, M.A., F.C.A. 

Tuesday: ‘Practical aspect’ lectures for Intermediate stadens 
{at the Institute): ‘Dollars and sterling’, by Mr H. 
Hunter; ‘Accounting for management’, by Mr W. S. 
Hayes, a.c.a. (financial director, J. & E. Hall Ltd); 
‘The accountant's place in an industrial organization’, 
by Mr E. H. Davison, a.c.a. (chief accountant, Courtaulds 
Ltd.) 

Wednesday: "Practical aspect’ lectures for Final students 
(at the Institute): “The chartered accountant and account- 
ing mechanization’, by Mr J. Sandford Smith, A.C.4.; 
"The finance of foreign trade’, by Mr G. I. Williamson, 
(manager, Midland Bank, Overseas Branch); “The 
economic effects of taxation’, by Mr А. R. Пегзіс, 
м.зс.(всом.), в.сом.; ‘Receiverships and bankruptcy 
practice (including deeds of arrangement’), by Mr Leslie 


5.30 p.m. at the Institute: Joint debate with the Midland 
Bank Debating Society, on the motion "The United 
Nations Organization has failed to live up to its charter’. 
Chess Match v. Midland Bank Chess Club. 

Thursday: ‘Practical aspect’ lectures for Final students (at 
the Institute): "Building societies — their functions and 
financial structure’, by Mr J. H. Robertson, c.a. (joint 

eral manager, Abbey-National Building Society); 
"The consolidation of accounts in practice’, by Mr E. D. 
McMillan, a.c.a.; ‘Stock exchange practice’, by Mr P 
Legge (member of the Stock Exchange.) 

5.15 p.m. at the Institute: Introductory Course lecture on 
"Ihe taxation system’, by Mr F. R. Porter, F.C.A., 
A.C.W.A. 

Friday, 1.30 p.m.: Visit to the Royal Mint (limited party). 
Chelmsford Branch: Visit to Ford Motor Works. 

5.15 p.m. at the Institute: Introductory Course lectures: 
(1) "The nature of the items in final accounts’, by 
Mr F. R. Porter, F.C.A., A.C.W.A.; (2) "The ownership and 
control of a business’, by Mr P. W. Medd (Barrister-at- 
Law.) 


Inland Revenue: Valuation Office 
The Board of Inland Revenue announce that as 
from Saturday, October 13th, 1956, the local offices 
in England and Wales of the district valuers will not 
be open for public business on Saturday mornings in 
view of the small demand from the public. The rating 
offices will remain open. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS,’ FACTORIES, PLANT & MACHINERY, Etc. 
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The Bristol and West of England Society of 
Chartered Accountants 


Тће autumn programme of Тће Bristol and West of 
England Society of Chartered Accountants opened 
on October 8th, at The Grand Hotel, Bristol, with a 
film show on punched-card accounting methods. 

The second meeting of the session is being held 
this (Saturday) morning, when a party of members 
are Visiting the Bristol Aeroplane Company Ltd to see 
the company’s computer and standard punched-card 
equipment. Other meetings have been arranged 
as follows: 

October 26th. — Lecture, “The most recent income tax 
developments’, by Mr H. A. R. J. Wilson, F.c.a., 
F.S.A.A., The Royal Hotel, 5 p.m. 

ee 8th. – Dinner and dance. The Grand Hotel, 

-Iam 

Мон 9th. – Luncheon meeting followed by а talk 
by Mr C. L. Hind, F.1.4., on ‘Pensions for the self- 
employed'. The Royal Hotel, 12.30 p.m. for 1 p.m. 

- December 4th. — Discussion meeting. The Assize Courts 
Hotel, 6 p.m. 

December rith. — Lecture, “The accountant and the 
estate duty office, by Mr T. A. Hamilton Baynes, 
M.A., F.C.A. The Grand Hotel, 5.30 p.m. 


Our Weekly Problem 
No. 140: THE INDIARUBBER TRUST 


The rest of the estate consisted of ten holdings 
in doubtful rubber shares valued as follows: 
i 5 710, £480, £330, £310, £210, £200, £170, 

140, £80. One of these holdings was in a company 
which manufactured a special kind of Indiarubber 
for use in accountants’ offices, and these shares were 
left to an accountants’ benefit trust, but the remainder 
were left equally to the three residuary legatees who 
asked Mr L. U. Sidate to allot them as he thought 
best. Mr Sidate found that he could split them up 
into three equal portions. 


What was the holding left to the trust? 
The answer will be published next week. 


ANSWER TO No. 139: BULBARGAINS 
Mrs Sidate should have paid one-fifth more than 
viz. 122. It is n. to save 125. By substituting 40 b x 
at the 42 rate for 40 bulbs at the 72 rate, а a 

f s d 





40 at 7s for 10 less 1 8 о 
40 at 4s for 10 add 16 о 
saving .. I2 0 


Any other combination to save 12s results in substituting 
a multiple of 12 (ie. 'roundozen') Mra Sidate's order 
and what she actually received were: 


Stevenius .. vs Е 96 136 
KresacreKroon .. ee 48 8 
19 4 
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New Chairman of B.I.M. Council 


Mr Harold Wilmot, C.B.E, F.C.W.A, has been 
appointed chairman of the Council of the British 
Institute of Management. 

Mr Wilmot is chairman and director of 
Beyer, Peacock & Co, the firm which he joined as a 
cost accountant in 1924. From 1943-46. he was 
president of the Institute of Cost and Works Account- 
ants and from 1947—50 president of the Locomotive 
Manufacturers’ Association. Не is now president of 
the Locomotive and Allied Manufacturers’ Asso- 
ciation. 

He has been a fellow of the Institute of Industrial 
Administration since 1943, and was until recently 
chairman of the Development and Regional Com- 
mittee of the British Institute of Management. 


SEVENTY-FIVE YEARS AGO 
From Фе Accountant or OCTOBER 22ND, 1881 


Extract from leading article entitled 
‘TOUTING 
A correspondent, whose letter we publish in another 


column, attention to the fact that the bye-laws of 
the Institute of Chartered Accountants do not contain 
any provision specifically directed against the objec- 
tionable practice known as “touting.” This is no 
doubt correct, so far as the absence of any specific 
bye-law is concerned; but it must not be, therefore, 
inferred that the Council of the Institute are not alive 
to the necessity of preventing the objectionable prac- 
tices which come under the category of touting; 
on the contrary, this matter formed the subject of 
remark at the general meeting held last week, and the 
lack of any direct provision was explained by the 
chairman, who said that “it was desirable not to lay 
down any fixed rule on this matter, but the Council 
would deal with each case as the circumstances 
might demand.” 

Although there are, we believe, many members 
who would gladly have seen a stringent bye-law under 
this head, still, regarded from a practical point of 
view, there are certain very obvious advantages in the 
course referred to by Mr. Whinney. Given—and we 
doubt not this premise will be universally conceded— 
an earnest intention.on the part of the Council to 
discountenance anything like discreditable practices— 
it is better to leave their deliberations unfettered by 
any hard and fast rule. It will be safer to let the 
Council draw inferences and arrive at conclusions 
from the facts of each particular case, than to bind 
them at the very outset 7 the phraseology of some 
definition. . . e 
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THE MEASUREMENT OF 
RESPONSIBILTY 


T has become increasingly apparent that the absence of a 
[== wage and salary structure is а fundamental cause of 
disturbance in industry. Dr ELLIOTT JAQUES, in co-opera- 
tion with the Glacier Metal Company, has in recent years under- 
taken an investigátion of the problem of determining the appro- 
priate payment and status of individuals for the work they do, 
and his interim report, which has been published in book form,! 
is as interesting as it is important. 
It is impossible to refer here to more than one or two of the 


‘many fundamental matters which he discusses, and it must be 


borne in mind that study and investigation are still proceeding. 
It must also be remembered that these findings relate to one 
company, and that different set-ups and circumstances would 
doubtless demand modification of details. Nevertheless, the 
principles he advocates and the methods he suggests are capable 
of being widely applied. 

One valuable service which the author has rendered is to make 
it quite clear that many assumptions now taken for granted need 
a good deal of re-thinking. The ‘rate for the job’, for instance, is 
an excellent principle, but the phrase is largely meaningless unless 
the job has been evaluated on a reasoned basis. Ап 'intuitive' 
judgment is too often regarded as sufficient, but its usefulness is 
very limited, and to attempt to apply itin a complex organization, 
with a great variety of interests, a large number of workers and 
a great variety of jobs, only leads to dissatisfaction and dis- 
agreement. 

For tbe particular inquiry which is the subject of this interim 
report, the author was assured of the full co-operation of manage- 


. ment, works' council, and individual operatives. One fact, which 


was to form the basis of the whole investigation, soon emerged, 
namely, that, broadly speaking, 
‘the higher level jobs have their salaries expressed in longer time 
periods than the subordinate jobs' 
the progress being hourly rate, weekly rate, monthly rate, and 
annual rate. The first problem, therefore, resolved itself into 
finding a means of calculating the time-span of the responsibility 


in a job by analysing the decisions that had to be taken on the 


worker's pwn initiative, and deducing therefrom the maximum 
length of time that such decisions committed the resources of 
the company. While the use of the time-span as a criterion was 
developed and mede more precise as the inquiry proceeded, it 


! Measurement of Responsibility. A Study of Work, Payment, and Individual 
Capacity, by Elliott Jaques, M.D., PHO. Tavistock Publications Ltd, 








| London. 155 net. 
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remained the basis of analysis. To make its use 
effective, it was necessary to discriminate be- 
tween the prescribed and the discretionary 
content of a job, and the methods employed by a 
manager to review his subordinates' use of 
discretion. А detailed analysis of about 45° jobs 
supported the idea that 
‘the use of time-span of discretion for measuring 
_ work might lead to a new and different perception 
'of salary and status problems, so that they could 
be settled in a manner that took into account the 
changes and fluctuations always occurring as- а 


result of changes in. work, or in people, or in. 


negotiated wage levels'. 

The emotions enter as inevitably into question 
of status and differentials as into any other human 
problem, and the psychological aspect of the 
relations between responsibility and wages-is one 
to which the author gives due weight..He stresses 
in this connection the necessity for clarity in 
grading and job-titling. The worker wants not 
only economic security, but.to get satisfaction 
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out of his work, and to feel that it and his capacity 
are justly valued. 

In а chapter headed ‘Notes on the psychological 
meaning of work', there is an interesting discus- 
sion on the exercise of discretion and judgment, 
the ability to tolerate uncertainty, perhaps for a. | 
considerable time, being an important factor in 
assessing time-span capacity. Because no one 
human being develops at exactly the same rate as 
another, there can be no hard and fast yardstick 
for the measurement of such development, but 
the author maintains that age is a valuable 
pointer, and that a successful company with a 
managing director and immediate subordinates 
under the age of 40 or 45 may be expected to 
expand. If the age is over 55 there will be a 
trend towards stabilization and eventual con- 
traction, unless younger blood is introduced. 

Ап example of time-span analysis is included 
as an appendix to a book which сап Бе recom- 


.mended to all concerned with administration. 


RESTRICTIVE TRADE PRACTICES ACT 


Practices Act, 1956, makes unlawful the 
collective enforcement of retail prices. 
Agreements to withhold orders from, or dis- 


i S from November znd the Restrictive Trade 


criminate against, suppliers of goods who have- 


‘failed to observe price maintenance agreements 
will be within the. ban, as. well as agreements to 
restrict supplies, recover penalties, or conduct 
domestic proceedings. Contravention of this new 


law will not by itself attract prosecution; compli- 


ance will be enforceable by civil proceedings 
by the Crown for an injunction or other ap- 
propriate remedy. At the same time persons 
affected by the contravention will be able to bring 
proceedings in tort. 

As a corollary to this new principle, a supplier 
of goods who has imposed a resale price condition 
will be able to enforce it, not only against the 
person buying from him, but also against any 
one who subsequently acquires the goods for 
resale and who has notice of the condition. 

On the day the Act.was passed the Baard of 
Trade made an order (which still requires to be 
affirmed by a resolution of Parliament) under 
which it will be necessary, as from November 


30th, to register with the Registrar of Restrictive- 


Trading Agreements, all agreements (including | 
non-enforceable arrangements) between persons 
carrying on business in the United Kingdom in 
the production or supply of goods, under which 
restrictions are accepted in respect of ay of ‘the 
following matters: 


(i) the prices, to be charged, Bie or paid 
for goods supplied, offered or acquired, or 
for the application of any process of manu- 
facture to goods; or 


(ii) the terms or conditions on or subject to: 
which goods are to be supplied or acquired 
or any process is to be applied to goods; or 


(iii) the persons to, for or from whom goods are 
to be supplied or acquired. | 


Registration, where necessary, must be com- 
pleted within three months, i.e. by February 28th, 
1957. Restrictions of other kinds covered by the 
Act will no дошђе be made registrable in due 
course. 

Ап agreement which confers privileges or 
benefits only upon such parties as comply with 
conditions as to the matters set out above, or 
which imposes obligations on parties who do not 
comply, is fo be treated as one under which 
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restrictions are accepted; likewise an agreement 
which provides for payments based on. quantities 
of goods, where an increased rate is payable above 
a certain quantity. There are a number of excep- 
tions from the requirement to register. ‘Certain 
restrictions are to be disregarded, notably: 
restrictions covering only the goods supplied in 
pursuance of the’ agreement in question; restric- 
tions designed to ‘ensure: compliance with the 
standards laid down by the British Standards 
Institution; and restrictions relating to the tems 
of employment of workmen. Some ‘agreements 
are excepted altogether. These are mainly con- 
cerned with patents, trade-marks, ‘know how’, 
exports, and industry rationalization schemes 
certified by the Board of Trade. 

- The register will be at the office of the Registrar, 
Chancery House, Chancety Lane, London, У/С2, 
and there will be pies at his offices in Edinburgh 
and Belfast..It will have a public and a special 
section; the latter containing agreements where 
publication would be contrary to public interest 
or (in relation to secret processes or deposits of 
minerals) would substantially damage legitimate 
business interests. The. Board of Trade will 
decide which agreemierits are to go into the special 
section. All the others will be open to publie 
inspection and copies will be obtainable. 

As to failure to register an agreement, the 
Registrar has wide powers to require information 
and to examine persons on oath in the High Court. 
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Failure -without reasonable .excuse to comply 
with the Registrar’s notice to supply information, 
likewise ‘the wilful or reckless supplying of false 
information, is punishable as ап offence." 

~ Once oh the register, an agreement will take 
its turn'in being brought before the Restrictive 
Practices Court, either by the Registrar or by 
interested parties. The parties to the agreement 
will then have an opportunity of satisfying the 
Court that the restrictions in the agreement are 
not against the public interest. If they. succeed, 
a note of the fact will be’ entered in the: register. 
However, the Court's power to declare that an 
agreement is not contrary to public interest is 
severely cut down by Section 21 of the Act, which 
imposes stringent tests. 

If the parties to the agreement fail to satisfy 
the Court, the agreement will be void. Moreover, 
the Court may, upon the application of the 
Registrar, make orders restraining. the parties 
from carrying out the agreement, or from making 
similar agreements. If they. do not comply, they 
will be in contempt. о court rand punishable 
accordingly. 

· A decision of the Cost on a question of fact 
will be final. On a question of law there is a right 
of appeal to the Court of Appeal, or in Scotland, 
the Court of Session. A subtle distinction is made 
between -the two countries: in England (and 


| Northern Ireland) the appeal will be by way of 


ease stated, in Scotland: by stated case. 


ро ACCOUNTANTS DIE YOUNG? 
NEW PENSION FUNDS AND MORTALITY INVESTIGATIONS 
by M. T. L. BIZLEY, F.LA., F.S.S., ЕЛ.5. 


S a. result of the Finance Act, 1956, it is 
А that investigations will be made 
in the fairly near future into the mortality 
of self-employed accountants, and other self- 
employed. people. ‘The new Act permits the 
establishment of pension funds for the self- 
employed under certain conditions, with tax-free 
investment income and relief of jncome tax and 
surtax on contributions up to prescribed limits. 
When any such fund is set up, it will be a part 
of the actuary's task to determine the relation- 
‘ships between the contributions paid at various 
ages and the amounts of pension which they 
Secure, and generally to advise upon the ability 
of the fund to meet its commitments. 


'The rates of mortality to be experienced in the 


.future constitute one of the many factors which 
-affect the fund and in respect of which suitable 


assumptions must be made. At the outset there 
will be no past records to act as a guide to future 
mortality rates, and the actuary, in. his initial 
calculations, will have to make the best estimates 
he can on the basis of his knowledge and general 
experience. 

As time goes on, it will be possible periodically 
to investigate the mortality of the members of 
each fund, and to make such modifications to 
the initial assumptions as may seem desirable in 
the light of the results. This has, of course, long 
been a routine procedure in the case of pension 
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funds in general, but it is only with the passing 
of the 1956 Act that the tax concessions, already 
accorded to employees, have been granted to those 
who work on their own accounts. 

Ав an alternative to the establishment of self- 
administered pension funds, the Act also enables 
self-employed persons to provide for their 
pensions through the medium of life offices if 
they believe this method to be preferable. It 
seems rather doubtful, however, whether any 
statistics relating to the mortality of individual 
professions will become available from this source. 

There are sound and obvious reasons why, in 
their own interests, the professions should take 
advantage of the provisions of the Act. One may 
expect, therefore, that many professions will 
establish pension funds for their self-employed 
members and, if this proves to be the case, it will 
soon become possible to compare the mortality 
‘of different professions on a scale never before 
possible. While, therefore, we cannot at present 


say whether or not accountants die young, we.. 


may, before very long, be in a position to formulate 
at least a provisional opinion. : 


Ages at Death 

It may be asked why an answer to our titular 
question must wait upon the results of investi- 
gations such as those suggested above; can we 
'not obtain an idea of the longevity of accountants 
by scrutinizing the ages at which they die, as 
.given in the obituary notices of the profession? 
: The fact is that we cannot draw any useful 
conclusions from such data alone. Suppose that, 
of two professions, the first contains a large 
proportion of young men and very few older 
men, while the members of the second are 
mostly in the higher age groups. Then even if 
‘the same mortality rates are experienced by both 
professions, it is clear that the average age at 
death in the first will be much lower than in the 
second, simply because in the first profession 
there are relatively more young members to die. 

This becomes obvious if we take a specific 
.case and compare the average age at death of 
"university undergraduates with that of university 
professors. We shall naturally find that deaths 
-among undergraduates occur at lower ages than 
‘deaths among professors; but no one would 
conclude from this that undergraduates die 
young compared with professors, except in a 
strictly literal sense. They do, of course, die 
young, but only because there are so few old 
ones to die. 

When we ask whether accguntants die young, 
we naturally have in mind something more than a 
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consideration of the actual ages at which they die. 
We mean to ask, in fact, whether accountants die 
young compared with other people, having due 
regard to the proportions of accountants at each 
age and the proportions of other people at each 
age. If a profession has expanded considerably 
in the last few decades by the recruitment of 
young men, it is very probable that the average 
age at death will be found to be low. Thus it 
would not be surprising if we found from an 
inspection of ages at death, that accountants do 
die young; on the other hand, it would not be 
in the least alarming because, as we have seen, 
the information really tells us nothing about the 
longevity of accountants. 

The secretary of a pension fund once men- 
tioned in his report that nearly all the deaths 
which had occurred among pensioners of the 
fund since its inauguration, had taken place 
below ` age 70. This caused some disquiet among 
prospective pensioners who deduced that there 
must be very heavy mortality between age 65, 
the retirement age, and age 70. Their аррге- 
hension was only dispelled when it was pointed 
out that there were hardly any pensioners when 
the fund was established five years earlier, so 
that almost all pensioners had been below age 70 
during the fund's existence; thus the-observed stat- 
istics were quite uninformative and could almost 
have been foreseen five years before. Figures can- 
not lie, but they can tell the truth very deceptively. 


Crude Death-rates 

The arguments above would apply even if the 
chance of dying in a year, say, were constant 
throughout life. In fact, of course, it is not; 
except at the early ages of childhood, the rate of 
mortality increases throughout life, gradually at 
first and more rapidly at the older ages. This 
circumstance gives rise to a further possible 
misinterpretation of statistics. If we measure the 
number of deaths in a year among a certain 
profession, or population, and relate it to the 
number of thousands of people in the profession, 
we obtain what is usually called the 'crude 
death-rate'. We must not then compare the crude 
death-rate of one profession with that of another 
without first satisfying ourselves that the members 
of the two prqfessions are distributed over the 
various ages in approximately the same way. 
For the fact that the rate of mortality increases 
with age means that the profession with the 
higher proportion of old members will naturally 
experience a higher crude death-rate, even if at 
every age the rate of porem is the same for 
both professions. · 
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Apart from the question -of age, there are, of 
course, other factors which introduce hetero- 
geneity; for instance, if one profession has a 
larger proportion of women than another, we 
shall have to take account of this, because it is 
well known that male and female mortality rates 
liffer significantly. 

We see, therefore, that we cannot decide 
whether accountants die young by examining their 
crude death-rate, any more than we can decide 
this by studying their average age at death. 


Sickness 
It may be thought that some light would be 


thrown on the health of accountants, as a possible: 


pointer to their longevity, by a consideration of 
their sickness experience. Sickness statistics, 
however, are even more susceptible to misinter- 
pretation than mortality statistics. Whatever 
problems the definition of death may present to the 
biologist, there is as a rule no doubt in practice 
as to whether a professional man is alive or dead. 
There is on the other hand considerable scope for 
argument as to whether he is fit for work or sick. 

Each occupation has its own minimum standard 
of fitness, and an ailment which incapacitates a 
man might be only a minor annoyance if he were 
doing a different job. Consequently, little useful 
knowledge would be gained by comparing the 
numbers of weeks lost in a year through sickness 
in two different professions, or the proportions 
of members of the professions sick on a given date. 
Such a procedure would be rather like comparing 
the numbers of stars in two different sections of 
the sky by counting the stars visible through a 
telescope in one section, and comparing this 


number with the number of stars visible through. 


а different telescope in the other section. The 
results would tell us a lot about the telescopes 
but not much about the stars. 

We have assumed that when we ask whether 
accountants die young, we are intending to 
compare the accounting profession with another 
profession or with professions in general. It is 
important to be clear as to our standard of 
reference, because very different results might 
emerge if a different standard were adopted. It 
is conceivable, for example, that accountants die 
young as compared with clergyrgen but not as 
compared with the population in general; for 
the population includes all those who are too ill 
ər disabled to follow any occupation, as well as 
those engaged in hazardous pursuits. In other 
words, ‘dying young’ is a relative rather than an 
absolute concept; we all die young compared 
with Methuselah. . 
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Mortality Investigations 


As we have demolished the notion that con- 
clusions can be drawn from ages at death or 
from crude death-rates, it is natural to inquire 
how a proper investigation should be conducted. 
This is a subject on which considerable literature 
has grown up, and one which bristles with both 
theoretical complications and practical difficulties. 

Broadly speaking, however, we can say that 
we should have to ascertain not only how many 
accountants died in a given period at each age, 
but also how many accountanis there were at 
each age during the period, who might have died. 
In calculating the latter set of figures, we should 
have to take care to include all those, and only 
those, whose deaths (if they had occurred) would 
have been counted among the deaths. For ex- 
ample, if recorded deaths were restricted to 
active members of the profession, then we 
should have similarly to restrict the numbers 
who might have died. It would be necessary to 
pay particular attention to those who appeared, 
So to speak, for only a part of the period in 
question; thus special treatment would have to 
be accorded to the student who qualified during. 
the period, and to the accountant who retired 
in the course of it. 

'The statistics needed for an investigation of 
this kind are thus difficult, if not impossible, to 
collect, unless cáreful provision has been made 
for them beforehand and suitable records have 
been kept throughout the period under review. 

If an investigation is made on a sufficiently 
large scale, the end-product will be a'set of 
mortality rates, one for each age covered by the 
experience of the period. When these rates have 
been 'graduated' to obtain a fairly smooth series 
free from the effects of chance fluctuations, they 
can be compared with other rates derived from 
different experiences or (subject to certain con- 
siderations which would take us too far from our 
subject) used to calculate expectations of life 
or other functions. When all this has been done, 
we shall be in a position to begin to decide 
whether accountants die young. 

Readers will already have seen the leading 
article with the same title as the present one, 
which appeared in the issue of July 7th. The 
present contribution has done no more than its 
predecessor to answer the title question decisively. 
It is hoped, however, that it may have helped a 
little in clarifying the meaning of the question 
itself, and in showing that our present knowledge 
of the longevity of accountants is too meagre 
to warrant either complacency or alarm. 
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AFRICAN COMMENTARY —I. 
by ROBERT E. ELLMER, M.A.(Cantab.), A.C.A., A.C.LS. 
Senior Lecturer in Accountancy at the Royal Technical College of East Africa. 
. Cambridge University Local Examinations Syndicate Examiner in Accounts. 
and Commerce to the Sudan Government 


We have pleasure in introducing this new series of articles which, with our existing 
features ‘North American Commentary’ and ‘Australasian Commentary’, will 
acquaint readers with matters of interest to the profession occarring throughout 
virtually the whole of the English-speaking world. It is appropriate that the 
first article in this new.series should appear in this issue which follows the formal 
opening last Wednesday, by H.R.H. Princess Margaret, of the Royal Technical 
санае of East Africa where our contributor, Мг В. E. ЕПтег, is senior lecturer 
in accountancy. . 


AST Wednesday, in Nairobi, H.R.H. 
Princess Margaret formally opened the 
Royal Technical College of East Africa. 

The College was opened to students in April 
1956 to serve as a centre of technical and pro- 


feasional education for the three territories of 
Kenya, Uganda and Tanganyika. It has been 


planned as a multi-racial intitution with a. 
student population composed of Europeans, | 


Africans and Asians, and from ап original 
application list of 1,000 candidates there was an 
initial intake of 200 residential students. It is 


planned to accommodate ultimately 1,500 resi- | 


dential, and 1,000 part-time students. 

The College, whose principal is Major- 
General С. Bullard, C.B., C.B.E., B.ENG., M.I. 
MECH.E., M.LE.E., M.I.A., is composed of faculties 


of architecture, arts, commerce, engineering and- 


science, and prepares students for a variety of 
professional and educational qualifications; in- 
cluding London University B.sc.(ECON.). 

The Faculty of Commerce provides full-time 
instruction for students preparing for the exam- 


inations of а number of the United Kingdom. 


> 


professional bodies, and covers the entire range . 


of subjects, including accountancy, encompassed 
in the B.SC.(ECON.) degree examinations. 


East African Economic Development 


East Africa is very conscious of being the 
focal point of commissions which have recently 
covered every aspect of the economic life of 
Kenya, Uganda and Tanganyika. 
"The East Africa Commission (1953-55) under 
the chairmanship of Sir Hugh Dow', writes Mr H. 
Wilson Ord, in a recent issue of the East African 
Economics Review, ‘although it recommends the 


application of classical economics, also recognizes, 


the importance of the role of Government. It pro- 
poses increased expenditure on basic services, par- 
ticularly improvements in communications, water 
supply, land and geological surveys and social 


services in urban areas. The Governments have-—- 
to create the conditions which will enable the 
African to produce for an exchange economy, 
and which will attract private capital for industrial. 
development. The Commission did not calculate 
the cost of its proposals, hoping that the raising ` 
of African incomes would finance more services, 
while private capital would find investment more 
profitable as the result of improved public services, 
wider economic opportunities and greater sócial 
and political stability." 

Dealing with manufacturing industries, the. 

Commission concludes that new enterprises 

‘will have to concern themselves for the most part 
with creating and exploiting the local markets 
latent in the nineteen million Africans who.as yet 
barely know the meaning of an exchange economy". 


Manufacturing Industries in East Africa 


Mr D. A. Livingstone, in an article in the same, 
issue, on manufacturing industries, suggests that 
the various difficulties which would be en- 
countered, e.g. the acquisition of adequate capital. 
‘to set the ball rolling’ and the control needed 
after finding the capital, could be overcome Py: 
following the undermentioned plan: 


(i) Break the circle of poverty and stimulate 
local markets. А 
(ii) Provide sufficient ‘basic . services’, іп- 
cluding improvement in the quality of 
labour, so to reduce comparative costs and 
risks that external capital is encouraged. 
to invest in East Africa. 
Subsequently, invite and attract external 
capital gnd skilled management to East 
. Africa, this to be supplemented by, and 
eventually give way to, local capital S 
local trained management. 
Control- in the best sense of the word — 
the whole operation to achieve the aim of 
balanced growth, and to Dig me 
humanitarian interests involved. 


(iv) 
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The writer goes on to suggest that an influx of 
capital should be directed primarily to the African 
section, and utilized therein in the development 


of the agricultural industry – the basis of East 


African economy. This should stimulate the 
Africans to continue the process of productivity, 
which would then spread outside the agricultural 
limits. Conflicting courses of action are envisaged, 
however; What shall be the proportion between 
money saved, and money allowed to continue in 
circulation as a stimulant to expansion? 
The writer continues to develop the theme of 
the necessity of increasing productivity. He states: 
‘This is probably the greatest task of all, but 
must be expected in the long run to be brought 
about through better education and being brought 
into contact with better standards; for example, 
through being given better housing conditions and 
through seeing how neighbouring farmers under 
supervision have been able to turn their few acres 
of subsistence farming into a wealthy coffee estate.’ 
A refreshing cost consciousness is revealed 
in the writer's plan to keep down the expenses of 
running the new enterprises of the future, e.g. 
(1) the reduction of pre-factory transport, cósts, 
and post-factory distributive costs. In a territory 
like East Africa, where long-distance hauls are 
commonplace, first-class harbours, railways, roads 
and airports, providing efficient services, are 
essential. Road transport costs averaging a shilling 
per ton-mile, over long distances are bound to 


be a severe handicap to quick expansion of 


markets; (2) labour costs in East Africa are very 
high and can (and are being) reduced by Govern- 
ment-financed education, particularly the tech- 
nical education of artisans and foremen. 


Wage Inflation in East Africa 

Wage levels are specifically mentioned in the 
annual report of the East African Power & Light- 
ing Company Limited for 1955, featured in 
East African Trade and Industry. The chairman 
of the company, Mr A. J. Don Small, claims that 
the policy of 'deliberate wage inflation' in East 
Africa is the major cause of the continuous rise 
in the company's operating costs. Mr Small 
states: 

"Wage inflation has a particularly heavy impact 
on the business, where 44 per cent of the total 
direct costs other than fuel are represented by 
salaries and wages.' 


Cost Control and Tachometers 


The importance of cost control is well demon- 
strated by Nairobi City Council, which according 
to East African Trade and Industry has recently 
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installed forty-two tachometers on their vehicles. 
so that all details of the vehicles movements may. 


be recorded and examined. The tachograph is 


widely used in South Africa and the Rhodesias. 
In Natal, legislation has been passed making the 
instruments compulsory for all commercial 
passenger-carrying vehicles. The tachograph 
charts, which are accepted as evidence in Courts, 
show the speed at which the vehicle has been 
travelling, the times when the engine was switched 
on and off, and a general picture ‘as reflected in 
steady or erratic driving. All this detail will 
enable cost control of road transport to be 
exercised with an efficiency hitherto unknown, 
for a study of the charts will mean that the 
operating company can check the heavy fuel 
consumption of the erratic driver. 


Uganda Development “Too Rapid’ 

The Uganda Chamber of Commerce has attacked 
the 1956-57 Uganda Budget on grounds which 
are particularly interesting in view of opinions 
which are circulating in East Africa as to the 
role of government in relation to expansion 
programmes. Referring to the ‘possibly too 
rapid’ development of the Protectorate, the 
Chamber of Commerce states: 


‘The Chamber has Jong learned that under- 
capitalized over-expansion can be, and often із. 
fatal.’ 


and suggests that the expansion of services such 
as education, hospitals, and social services are 
like the preliminary, or formation, expenses of a 
company. 


Income Tax Inquiry in East Africa 

The inquiries made by the Commission of 
Inquiry into income tax have just been completed, 
and Sir Eric Coates, the chairman of the Com- 
mission, states that it is hoped that a report will 
be issued by the end of the year. Speaking of the 
points which had engaged their attention, Sir 
Eric said: 


‘Every type of proposal has been put to us, and 
an extremely wide field has been covered. I would 
not like to single out anything, except perhaps the 
proposal that income tax should be abolished 
altogether.’ ' 


During its visit to East Africa, the Commission 
had received some 200 written representations 
from individuals and associations. Between 300 
and 400 people had appeared before the Com- 
mission and participated in giving 113 sets of 
evidence. 
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NINETEENTH-CENTURY THEATRE ACCOUNTS 


THE THEATRE ROYAL, SOUTH END, AND OTHER THEATRES 
by JOHN KENNEDY MELLING, A.C.A., and ANN GLORIA NOLLOTH 


_ Capital Costs 
T= Theatre Royal, South End (now 


Southend-on-Sea), was first opened in 

1793 by a visit from Henry Thornton 
and his company from the Theatre Royal, 
Windsor, which itself had been reopened but a 
few weeks earlier. Details of the cost of these 
buildings are not known, but the Windsor theatre, 
which had been built at Thornton’s expense, was 
replaced in 1815 ‘at an expense of £6,000, 
including the purchase of the freeholds’. 

The South End theatre also was rebuilt by a 
touring manager from the south coast – ‘Terrible’ 
Thomas Trotter - who, in November 1803, on 
payment of 2os annually, secured from the Lord 
of the Manor of Prittlewell a grant of land on the 
Eastern Esplanade (then called South End 
Common), for the erection of ‘a bricked building 
intended for the performance of theatricals’; 
further grants of land were made in 1817. The 
theatre was expected to cost £500, raised in £25 
shares, but this sum was expended before the 
roof was completed. 

Trotter had mortgaged and redeemed his 
interest, but by the time he had paid his original 
five shares, purchased another nine shares from 
a bankrupt, taken over yet another share not 
taken up, and finished, fitted and equipped 
the building, he found the total cost to himself 
by 1819 was £1,450 18s. 

He also built a theatre at Gravesend in 1807, 
another in Hythe in 1803, and others in Sitting- 
bourne and Worthing. The South End theatre 
was sold, copyhold and contents, for £720 on 
May 5th, 1826, at Robins’ 
Rooms, Covent Garden, but the deal was not 
completed. 

Further examples of building costs —in the 
Norwich circuit — include the Woodbridge Theatre 
(£2,000 in 1813-14), and the North Walsham 
Theatre (£3,800 in 1828, sold for £400 seventeen 
years later). 

Income 
Prices and times give a good indication of a 
theatre's status. . 

In 1793 the prices at South End and Windsor 
were: boxes 35, pit 25, and gallery 1s; they were 
the same at South End in 1807 and 1808 and at 
Wakefield in 1804. The Windsor theatre held 
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about £70. The pit was much. more fashionable 
then than later in the century. Box prices fell as 
low as 2s in 1837 and 1s in 1848, by which year 
the pit cost 6d, and the gallery 3d, in South End, 
but in 1821 box seats were as dear as 3s 6d. 
Lower prices were available after the first two 
hours of the performance, reduced prices for 
parties were advertised in 1834, and three years 
later, children under ten were admitted at half 
price. 

Tickets were obtainable from the box book- 
keeper at the theatre, from the lodgings of the 
manager, from any player receiving his benefit 
that particular night, from the principal shops and 
bazaars in South End, and from theJeading hotels 
and inns in the town and in all the surrounding 
villages. 

Expenditure 


The chief item of expense was, of course, the 
players’ wages. Scenery was used again and 
again; plays were written, re-written or adapted 
by the manager or by a gifted member of his 
company (it was quite usual for a play to be 
written around not only the stock characters but 
also the available properties) and the only ad- 
vertising was in the newspapers (which originally 
paid to have advance information), and in the 
playbills posted around the town — with smaller 
copies for the audiences. 

In 1793, it was customary for all the company to 
share the night's takings, less expenses; the 
manager got four extra 'dead' shares for his 
costs of scenery and wardrobe, and not even the 
candle-ends were excluded from the share-out, 
which sometimes included farm products and fish. 

Typical provincial salaries were: Richmond, 
Yorks, 155 in 1780; Exeter, in 1811, £2 2s to Kean; 
Liverpool, maximum in 1821, £2 105. The stars 
were paid high salaries, Cooke getting {20 а 
night in Bath in 1805 – Bath being one of the 
most important provincial theatres. 

Some managers distrusted banks; Mrs Baker, 
a Kent theatre-owner, 18 said to have carried a 
note for £200 in her pocket for seven years, but 
eventually allowed a stockbroker to invest her 
gold for her and conquered her distrust suffi- 
ciently to visit London each half-year to receive 
her dividends. Thomas Trotter, on the other 
hand, kept аге account at the Bank of England. 
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PROFESSIONAL ETHICS — III 


‘by D. V. HOUSE, Е.С.А. 


NEGLIGENCE AND NEGLECT 


ENERALLY speaking the Investigation Com- 
Gr will not concern itself (and therefore no 
formal complaint can go to the Disciplinary 
Committee) with an allegation that a member has been 
negligent in carrying out his professional duties. It is 
obviously inappropriate for an Institute committee to 
hold an inquiry into the question whether a member 
has performed his work well or badly. Moreover, if 
there is an allegation that the client has suffered 
financial loss it is open to the client to seek his remedy 
in the Courts and where this is a possibility it would 
be wrong for the Investigation Committee to attempt 
to pre-judge the outcome of a legal contest. 
However careful, conscientious and skilful we may 
be, none of us can be sure that mistakes will not 
occur. Apart from our own liability to human failure 


we have to rely a great deal upon the work done by | 


our employees*and they too are subject to human 
nature, however effectively we supervise their work. 
It is therefore a very brave practising member who is 
prepared to assert that no possible claim for negli- 
gence could be made against him. Our large field of 
work is full of pit-falls. То take an obvious example, 
the overlooking of one of the many time limits for 
taxation relief claims may result-in substantial loss 


to a client. One day over the limit is enough to cost . 


thousands of pounds. I have introduced this subject 
merely to make it clear that members who insure 
their risks under an indemnity policy are in no way 
offending any rule of conduct. They are indeed 
showing wisdom, especially as it is by no means 
inexpensive or lacking in undesirable publicity when 
an uninsured member has to contest even an un- 
justifiable charge of negligence. 

So much for negligence. Neglect is in an entirely 
different category. For example each year a few men- 
bers are convicted at the instance of the Board of 
Trade for failure to file returns required of liquidators 
and receivers under the provisions of the Companies 
Act, 1948. Most of the cases reported to the Investiga- 
tion Committee are disposed of by an acceptable 
explanation and an apology without any formal 
complaint being preferred to the Disciplinary Com- 
mittee, but it is now the practice of the Investiga- 
tion Committee (except where the circumstances 
make it inappropriate) to warn a member that a 
more serious view may be taken in the event of 
a recurrence. In some of the more eerious cases a 
formal complaint is preferred, as can be seen frome the 
published reports of the findings and decisions of the 
Disciplinary Committee. These reports appear in The 
Accountant and also in the Institute's annual reports. 





The third part of an address delivered at the tenth summer 
course of The Institute of Chartered Accountants in 
England and Wales, at Christ Church, Qxford, on Sep- 
tember 7th, 1956. : 


Sometimes there are clearly extenuating circum- 
stances, such as ill health. Sometimes the fault lies 
not with the member but with a partner or an em- 
ployee, though of course the member must take full 
responsibility. Sometimes the failure is due to sheer 
neglect on the part of the member. Whatever may be 
the cause, these convictions are most regrettable and 
the undesirable publicity they receive does nothing 
to enhance the reputation of the Institute. Fortun- 
ately there are only a few cases in the course of a year, 
but even one is too many. 

Ín those cases which have had to go to the Dis- 
ciplinary Committec the complaint has usually been 
coupled with a further complaint that the member 
has been neglectful in some respect(s) towards a 
client and sometimes also neglectful of his responsi- 
bilities to the Institute, for example by failing to reply 
to letters from the Secretary about the alleged neglect 
of the client's affairs. In such ‘cases the extreme 
penalty of exclusion from membership is not un- 
common. 

Obviously the public is entitled to expect members 
to carry out their professional duties in an efficient 
and responsible manner and the Institute is bound 
to take a grave view where any member is shown to 
have been guilty of serious neglect. I would like to 
pass on a thought which has occurred to me time 
and time again in connection with Disciplinary cases, 
particularly those involving neglect. А very high 
proportion of the cases relate to members practising 
alone. It is in my view very dangerous, both to 
himself and his clients, for a member to take on more 
responsibilities than he can properly and diligently 
discharge. With no partners to consult or to rely 
upon in an emergency, a sole practitioner is.in a 
very vulnerable position, especially in these days 
when all the work we do tends to become more and 
more complex. In case of illness or special difficulty 
a sole practitioner ought not to hesitate to seek the 
aid of a fellow practitioner. 


REPORTS 


Our professional reputation – and indeed our raison 
d'étre – would soon disappear if the public could no 
longer rely upon us for integrity and independence. 
It is for this reason that I regard our end-product – 
the reports we give —as being squarely within the 
field of professional ethics. 

As company auditors our position has been greatly 
strengthened by the Companies Act, 1948. There аге, · 
however, no corresponding statutory requirements 
relating to accounts and audit in respect of most of 
our non-company clients. In May 1955 the Council 
issued to all members a pamphlet dealing with this 
matter under the title Reports on Accounts of Sole 
Traders and Partnerships. It was a most important 
statement and I cannot do better than quote what 
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Mr W. S. Carrington.said when referring to it in 


his presidential address at the xpi annual - 


meeting in May this year: 


‘Apart from clients for whom an audit is under 

` акеп and who are ‘therefore entitled to an аррго- 
r.priate audit report, there are three broad. categories 
-~of client. First, those where the work we-have been 
* able to do and our confidence in the. records enable 


"have. no reason. to ‘doubt the records but where our 
‘instructions do” not enable i us to, undertake sufficient 
7 éxaminations and inqüiries to be able to express 
‘any opinion on the accounts. Third, those where 
"the. records, combined with the. explanations we 
obtain, are such that when: we have prepared the 

- ;accounts their reliability must be open to question. 
"Clearly the same form of report.is not suitable for 
each of these very different categories. Equally 

_ Clearly, the absence of any report at all leayes the 
reader in ignorance of the significance he can 

а "properly attach to the appearance ofthe member's 
` пате on the accounts and he may well draw wrong 
7 eoriclusions. If therefore the accounts we prepare 
are to be of value, we must make a report; and if a 

-: report is to have. significance it must contain enough 


to ensure that the appearance of the member's 


„паше does.not imply that the accounts are more 
7 reliable than the circumstances warrant. - 
227 ‘Our contractual obligation is of course to our 


| clients alone and it is to them that we should report. - ` 


` А client should then be in no doubt as to the degree 
of responsibility a mernber can accept for a par- 

` ticular set of accounts. We must not forget, also, 
- that accounts will often be submitted by a client, 
: ‘or on his authority, to a third party and in раг- 

: ticular the: Inland, Revenue. Anyone who sees the 


. responsibility which the member has undertaken 
. - towards his client, It is therefore important that our 
." reports should either appear on the face of the 

accounts or be referred to thereon. 

' Аз professional men, highly respected for our 
'integrity and independence, it is not our concern if 
‘a client regards with some degree of distaste a report 

`` based on fact and honestly expressed. Itis up to him 

. to extend our instructions or, as the case may be, 

put his records in order. Our function is to provide 
skilled professional services, not to provide a cloak 
of respectability as: a cover for a client's deficiencies, 
whether due to carelessness or other causes.’ 


: "There is another type of report or certificate" 
which needs special consideration in the interests of 
our professional reputation. (How I wish we could 
finally rid ourselves of the word ‘certificate’. All we 
do is to report on the outcome of our work and I 
cannot see that any report we make can be rendered 
more valuable merely by commencing with the words 
‘I certify that . . and then stating what we have 
done and the opinion we hold.) Although thg quota- 
tion is lengthy, I offer no apology for repeating here 
what I said in my presidential address at the Indti- 
tute’s annual meeting in May 1955. What I then said 
covers the points I wish to make on ethics and I 
therefore quote without further comment: 


,acceunts should be made aware of the nature of the. 
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‘It is within my knowledge’ that members are 
being faced with an increasing number of requests, 
by clients, to sign certificates in forms laid down by 


‘trade associations, Government departments and 


other organizations. The departments and organiza- 
tions requiring thése certificates- are naturally 


. anxious to achieve the maximum degree. of protec- 


tion and it is a compliment to our., profession that 


| .they. look to auditors for this: protection. 


“Unfortunately, many of the certificates are drawn 


i up in terms which have no regard’ to whether an 


accountant can properly ‘give such а certificate. 
Broadly speaking, the unsatisfactory certificates have 


` either, br both, of two main defects; first they require | 


the auditor to certify matters. which are entirely. 
outside his province and, second, they require the 


‘auditor to certify that various-statements are correct 


whereas in fact he cannot do more than. express his 
opinion on the underlying records and the accuracy 


| with which the statements have been prepared 


therefrom. . 
‘By way of illustration I will mention a few 


‘examples. There is an organization which expects 
_the auditors to cértify that the tonnages and brands 
‘of various cement products have been checked by 


them and that none of the tonnages included in the - 


. claim was.composed of special commodities such ,as 
- white, coloured, aluminous, cold-weather, or water- 
. repellent.cements. 


"There is another organization which expects the 


| auditor to certify that a specified number of cars 


and a.specified number of commercial vehicles are 
owned by, on the effective strength of, and used in 
the United Kingdom'in connection with the business 
of (and, if used on public:roads, registered in the 
name :of) a.specified company or its subsidiaries or 
holding company or fellow subsidiaries, all of which 


..companies are to be named. in the certificate. -The 


auditor is also expected to state whether the. fleet 
user does or does not engage in the sale or repair of 
motor vehicles to or for the general public and 
whether he is or is not associated with such sales or 
repair. 

‘Another Бок expects an auditor to certify 


‘that tyres have been purchased for use as replace- 


ments and not as original equipment.on vehicles 
owned by the user. 

“One Government department expects an auditor 
to certify that a particular statement is a true and 
correct record of first-quality hen eggs graded and 
packed day by day during a specified period. It would 
be interesting to see the reaction of examination 
candidates to a question in these terms: “You are 
required, for the purpose of a Government return, 
to attend each day at the egg-packing station of 
your client Mr X., in order to certify periodically 
that a particular statement is a true and correct 
record of first-quality hen eggs graded and packed 
day by day a specified period. State how you 
would satisfy yourself (а) that the articles packed 
were eggs; (b) that they were hen eggs; and (о) that 
they were first-quality."  - 

‘I’ would remind members of the Council's 
opinion, stated in paragraph 84 of the annual report 
for 1951, that where an auditor is asked to sign a 
certificate and it is quite impracticable for him to do 
80, for technical or other reasons, representations 
should be таде by his clients through the appro- 
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priate trade association for the certificate in question 
to be withdrawn or modified. The Council also 
stated that in certain circumstances it may be desir- 


able for the auditor to alter the wording of а certifi- `` 


cate in order that he may be in a position to sign it. 

‘I do urge all members firmly to refuse to give 
certificates relating to matters which are not within 
their province. Where a certificate can properly be 
given, I urge members to amend the wording when- 
ever this is necessary to indicate clearly the extent 
of their responsibility. Experience shows that 
altered certificates are seldom questioned, even 
where the alterations are of a substantial nature. 

‘As auditors of companies, and in many other 
directions, a great part of the work of practising 
members is devoted to expressing an opinion on the 
truth and fairness of financial statements presented 
by one set of persons to another. To enable us to do 
this we use our professional skill and experience in 
examining books and records, obtaining information 
and explanations and reviewing the principles on 
which the financial statements have been drawn up 
and the manner in which they are preserited. We 
express our opinion, reached after carrying out what- 
ever work we deem necessary. That position should 
be reflected án the reports we sign. If we are not 
meticulously careful on this matter the departments 
and organizations requiring these special certificates 
will acquire a false sense of security and we ourselves 
may find that some bad eggs may be laid at our doors. 

“Those who require these special certificates will 
usually have little or no knowledge of the profes- 
sional work involved, the cost of which does not 
fall on the body requiring the certificate. Where the 
cost is material, I suggest that the body concerned 
should not be left unaware of the additional expense 
burden it is imposing on the business. 

‘I also suggest that members in industry and com- 
merce could play a useful part by ensuring that asso- 
ciations with which they may be concerned do not 
call for auditors’ certificates in terms which they 
know, from their own professional training, to be 
unsuitable.’ 

On this question of reports and our relationship 
with the public through them, it seems appropriate 
for me to reproduce a Council statement! of June 
1953 which serves to emphasize the independence of 
our position as auditors: 


Approved Auditors 
Rules of Friendly Societies 

‘An inquiry has been received from the Registrar 
of Friendly Societies regarding а Friendly Society 
whose rules contain detailed regulations as to the 
manner in which the audit is to be carried out. Тће 
member of the Institute acting as auditor of this 
Friendly Society qualified his report by stating that 
he had not complied fully with the duties required 
of an auditor under the rules of the Friendly 
Society. With the agreement of the auditor and the 
Friendly Society the Registrar has inquired whether 
the requirements of the rules of the society go be- 
yond normal auditing practice. 

"The Registrar has been informed that the Council 
considers that, where an audit is to be carried out by 
a qualified professional auditor, it is inappropriate 


1 Annual report, 1953. 
ae 
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that the rules of a society should include regulations 
as to the manner in which the audit is to be carried 
out. The detailed work to be done by an auditor 
must always be a matter for the auditor to decide 
after he has examined all relevant facts including 
the book-keeping system and method of internal 
check in operation. The responsibility accepted by 
the auditor is indicated by the terms of the report 
given by him; and if in any particular case it should 
be alleged that, through the auditor having failed to 
fulfil his responsibility, the society has suffered a loss, 
it would be for the auditor to show that the work done 
by him was sufficient in scope and nature and was 
done with sufficient skill to support the terms of 
the report given by him. 

‘The Registrar has also been informed that 
although each case must be considered on its merits, 
the requirements of the rules of the Friendly 
Society in question appear to go beyond normal 
auditing practice, particularly one of the rules 
which implies that the auditor must communicate 
with every borrower and another rule which requires 
the auditor to communicate with every member.’ 


I have already referred elsewhere in this address 
to the ‘publicity’ aspect of certificates of net sales or 


other data. I would now like to add a note of warning 


‘about the content of such certificates. Their purpose 
is almost invariably to encourage third parties to do 
business – to buy newspapers, or advertising space, 
ог the commodity whose sales have rocketed so 
remarkably. If the figures it is proposed to publish 
are to be worthy of a member’s certificate they must 
represent facts which are capable of verification by 
an auditor and they must present a true and fair 
view of those facts. In particular, percentages without 
the relevant figures are almost invariably unsatis- 


‘factory. 


ETHICS TOWARDS OTHER 
PROFESSIONS 
As professional men we should – and I am вше do – 
recognize that the appropria person to render a 
particular professional service is one who is properly 


‘qualified to do so. Members of one profession who 


dabble in the work of another are a source of danger 
to their clients and annoyance to members of the 
other profession. In addition they could lead tò 
friction between the respective professional bodies. 
Dabbling is therefore to be deprecated. 

In our own profession we have suffered a good deal 
from the. dabbling of others. This was inevitable for 
a variety of reasons, of which three immediately 
come to mind. First, we have no statutory monopoly 
of the work we do, except in certain very limited 
fields such as the audit of public companies and non- 
exempt private companies; even this modest provision 
is as new as the Companies Act, 1948, and I doubt 
whether it caused a single change of auditor. Second, 
some of our work is not particularly difficult for some- 
orle who is prepared to undertake a little study; for 
example, simple book-keeping is easy to understand 
and a nodding acquaintance with our taxation system 
can be acquired by anyone who cares to study a text- 
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book. Here lie the seeds of much of the ‘quack’ 
activity we have endured and continue to endure. 
Third, a good deal of our work involves the law 
relating to companies, taxation, trusts, bankruptcy 
and so on, thus making it virtually impossible to 
draw a clear dividing liné between ourselves and 
those whose business is the law. 

A welcome development in recent years has been 
the readiness of other bodies to adopt a co-operative 
attitude when approached by the Institute. We have 
by no means reached the stage when members of 
other bodies are debarred by their rules from under- 
taking work which undoubtedly ought to be done by 
a qualified accountant, but we have achieved a 
measure of success particularly on the question of 
advertising. I give three quotations in support. 
First, the statement at page 50 of the Members’ 
Handbook: 

Banks and Income Tax Work 
‘In 1936 assurances to the following effect were 
received from the Committee of the London 

Clearing Bankers: 

(x) It is not the policy of the banks to open offices 
for the purpose of carrying on income tax work. 
Where this has been done it has been for the con- 
venience of the banks concerned in decentralizing 
their work or in some cases because of increased 
local demand from customers. 


(2) The banks consider that they are entitled to 


make known their willingness to carry out for 
their customers incidental services such as 
advice on income tax matters. Such advertising 
is addressed only to their customers and to 
potential new customers. It is not their practice 


to solicit income tax work from those who are: 


not their customers, although they occasionally 
agree to do such work upon request as the result 

of recommendation by a satisfied customer. 
(3) It is not the policy of the banks to undertake 
complicated tax investigations for commercial 
, undertakings, and though their advice is available 
to their customers, it 18 their practice to refer 
them in such cases to a professional accountant." 


Second, the Council statement! made in the 1951 
annual report: 


. Advertising of Accountancy Services by 
- Members of Other Professions and by Banks 
*As occasion demands the Council has taken up 
with other professional bodies and with banks cases 
where there has been what is considered to be un- 
desirable advertising of accountancy services. In 
two cases of advertising by firms of auctioneers and 
surveyors replies have been received from the pro- 
fessional bodies concerned that such advertising will 
cease. À bank has, at the Council's request, altered 
the wording in a booklet issued to customers in 
which reference is made to its income tax service. 
The Public Trustee has also consented to alter the 
form of wording used in a letter which is sant out to 
beneficiaries under trusts administered by him and 
` in which reference is made to services availabld by 
his department in: connection with income tax 
repayment claims.’ в 


1 Members! Handbook, page 160. 
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Finally, the similar statement in the 1953 annual 
report: 

"The Council has continued, as occasion demands, 
to take up with other professional bodies and with 
banks cases where there has been what is considered 
to be undesirable advertising of accountancy ser- 
vices. À firm of auctioneers, which referred in its 
advertisements to the management of farms and 
agricultural estates, farm accounts and taxation, has 
undertaken, through the secretary of the professional 
body concerned, to alter its advertisement. А firm of 
auctioneers and estate agents has been instructed 
by the professional body concerned to omit all 
reference to accountancy from its public announce- 
ments." 

On our part there is really little scope for en- 
croaching upon the work of other professions. For 
practical purposes, the law is the only likely field and 
it is to the credit of ourselves and solicitors that on 
the whole our relationship is amicable. We have been 
spared anything like the severe controversy with 
which our professional brethren in the United States 
have had to contend in the last few years and which 
is still unresolved. In general, accountants and 
Solicitors do not tread on each other's toes in our 
country. Even so there remains room for improve- 
ment which I am sure will come in time. 

I wish at this point to quote in full a statement? 
issued in 1946, because it demonstrates the ability 
of professional bodies to discuss difficult ground in a 
spirit of co-operation. The statement concerned the 
estates of deceased persons and was as follows: 


SOLICITORS AND ACCOUNTANTS 


An agreed statement by the Law Society and 
the professional accountancy bodies 

"The Council of the Law Society have been con- 
sidering with professional bodies representing 
accountants, various questions which arise when, as 
so often happens, solicitors and accountants are 
both concerned in the administration of the estate 
of a deceased person. 

‘Section 49 of the Solicitors Act, 1932, as amended 
by Section 23 of the Solicitors Act, 1941, imposes 
penalties upon any person without certain prescribed 
legal qualifications who takes instructions for, or 
draws or prepares any papers on which to found or 

_oppose, a grant of probate or of letters of administra- 
tion, unless that person can show that the act was 
not done for or in expectation of fee gain or reward 
either directly or indirectly. Similar penalties are 
imposed by Section 47 of the Solicitors Act, 1932, 
as amended by Section 23 of the Solicitors Act, 
1941, upon an unqualified person who in similar 
circumstances draws or prepares any ‘instrument 
relating to real or personal estate subject to certain 
exceptions. e 
* "The normal procedure in connection with the 
administration of the estates of deceased persons is 
for the solicitor to take the instructions of the 
personal representatives and to prepare the necessary 
papers to lead to the grant. In their preparation, 
and particularly in the preparation of the Inland 
Revenue affidavit, the solicitor may, in some cases, 


* Members! Handbook, pages 56 to 58. 


)ctober 27th, 1956 


need the help of ап accountant. In such cases the 
solicitor acting for the personal representatives 
normally instructs the accountant to prepare those 
schedules and figures with regard tò which his 
assistance is needed. Where the acts are done on 
the instructions of a solicitor, prima facie, the 
solicitor would not be seeking to procure a breach 
of the law as, whatever the solicitor may delegate, he 
cannot rid himself of his responsibility to his client to 
carry out the business with proper care and skill. 
‘In exceptional cases questions may arise as to 
the extent to which an accountant may function in 
such matters. Accordingly, the opinion of leading 
counsel has been taken on the whole question. After 
commenting in his opinion that the fact that this 
subject is still in doubt is a tribute to the reasonable- 
ness of the professions concerned, counsel expresses 
the view that an applicant for a grant may act in 
person or instruct someone else to prepare the neces- 
вагу documents and carry the matter through. ЈЕ 
he decides to instruct someone else he must instruct 
a solicitor. If Һе acts in person he may obtain 
assistance, provided he does not employ someone 
who is not a solicitor to draw or prepare the necessary 
documents. Where assistance leaves off and in- 
fringement begins is a question of fact in each case. 
‘With regard to the expression “papers on which 


to found or oppose a grant of probate or letters of М 


administration", counsel considers that such papers 
consist of writs, notices of and cases on motion, 
pleadings and affidavits and their exhibits, Normally 
the papers consist only of affidavits and their 
exhibits and counsel specifically includes the 
affidavit. In the ordinary course the accountant's 
work will be done in connection with the affidavit. 
Counsel indicates а marked distinction between 
drawing or preparing a document and supplying 


materials upon which someone can draw or prepare . 


it he does not think that supplying schedules of 
figures for the use of the draftsman is either drawing 
or preparing a document. Thus to do so for an 
executor or an administrator who is acting in person 
is permissible, so long as the person who supplies 
the material leaves the applicant to prepare his own 
document, 3 

‘A practising accountant who is appointed executor 
with power to charge can, whether instructing a 
solicitor or applying in person, charge for the 
accountancy work entailed in the collection of 
material for the purposes of obtaining probate, but 
not for actually drawing or preparing any of the 
documents necessary to the grant. Where there is 
no power to charge, the executor must act gratis and 
it is immaterial whether the work done falls within 
his professional competence or not or whether a 
solicitor 18 instructed or not. The same applies to 
an applicant for a grant of letters of administration. 

‘Counsel further takes the view that where a 
professional accountant is directly instructed by the 
personal representatives to prepare material which 
is transmitted by him to the solicitor, either direct 
or through the personal representatives, he is giving 
professional assistance and the case does not fall 
within the section. He can properly prepare and 
supply material so that the solicitor may, on his own 
responsibility, incorporate it wholly or in part in 
documents or reject it as he thinks the circumstances 
require. - 
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‘Counsel feels that the words ‘‘takes instructions 
for or draws or prepares" may cause very consider- 
able difficulty, but only in connection with papers 
upon which to found or oppose a grant. So Jong as an 
accountant abstains from taking such instructions 
and from drawing and preparing such papers, the 
difficulties will not arise. То draw or settle affidavits, 
notices of motion, and such-like documents, even 
when schedules of figures are annexed to them, is 
no part of the duty or work of an accountant. 

‘Accordingly, counsel’s opinion is that if an 
accountant limits himself to supplying information 
and materials which the applicant in person or the 
solicitor instructed may use for the purpose of 
preparing the documents upon which a grant is 
founded, and does not accept instructions to draw 
or prepare them, or attempt to draw or prepare 
them himself, he commits no breach of the section. 
1f he goes beyond those limits he is entering a 
sphere of practice which is not his and he must be 
prepared to suffer accordingly. 

‘It is recognized that the circumstances of cases 
may vary somewhat and the accountancy bodies 
advise that an accountant taking part in an executor- 
ship matter should be guided by the considerations 
set forth in this article: further, it is desirable that 
he should at an early stage, with the concurrence of 

- the executor, establish relations with the solicitor 
- acting in the matter, where such relationship has 
not previously been established. 


^ “The Council of the Law Society and of the pro- 


fessional accountancy bodies welcome this opinion 

as defining as closely as is possible in the circum- 

stances the respective functions of solicitors and 
accountants in these matters and have agreed to 
publish this statement.’ 

Primarily the foregoing statement was directed to 
the legal position with particular reference to the 
matters which by law are reserved to members of 
the legal profession. Nevertheless it clearly shows the 
need for co-operation between the two professions. 
Indeed, the statement specifically recognizes the 
sensible conduct of both sides. 

This leads me directly to a matter on which I shall 


‘speak plainly. In my view there are really only two 


significant respects in which the two professions have 
cause to criticize each other on the ground of ‘poach- 
ing’. The score is even in that one is ground on which 


„же can rightly criticize solicitors, while the other is 


a ground on which we are open to criticism from them. 
I will deal with the latter first. ` 
To convert a business into a private company is 


not a difficult operation. Anyone can buy a pro forma 


memorandum of association and articles of associa- 
tion and make such alterations or additions thereto 
as he thinks fit to suit a particular case. (The well- 
known registration agents advertise their pro formas 
as. having been settled by counsel.) Anyone can copy 
clauses. from the memorandum or articles of an 
existing company. Anyone can draft a memorandum 
novo. It is undoubtedly true that many 


through the service df registration agents, without 
any solicitor being consulted by the client, 
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In August 1950 the Council issued the following 
terse statement; 


“The Council wishes to remind members that 
the drafting and settling of memoranda and articles 
of association of companies should properly be left 
to solicitors.’ 

The statement soon gave rise to doubts and mis- 
understandings. Some members read it to mean that 
this work is by law reserved to solicitors. Others 
queried whether it was being made a rule of conduct 
that members must not do this work. By December 
1950 the Council had amplified by the following 
further statement? which is still current: 


‘At its meeting of August 2nd, 1950, the Council 
stated that it wished to remind members that the 
drafting and settling of memoranda and articles of 
association of companies should properly be left to 
Solicitors. Inquiries have since been received from 
various members ав to whether or not that statement 
was intended to preclude members from assisting 
in -certain cases of conversion of businesses into 
private limited companies. There is no objection to 
a member assisting a client in connection with the 
formation of a company; in doing so he may give his 
views as to the content of the memorandum and 
articles of association, particularly on the clauses 
relating to accounts. Whilst the Council is advised 
that a member who prepared a memorandum of 
„association and articles of association would not by 
doing so be infringing the law, the Council is 
nevertheless of opinion that a member should not 
draft or settle the documents in final form, any 
suggestions he makes being with a view to assisting 
the legal advisers responsible for putting them into 
legal form.' 

I have no means of knowing to what extent ie 
Council statement has resulted in members ceasing 
to form companies in the traditional manner through 
registration agents, without the aid of a local solicitor. 
It is inexpensive and avoids special legal charges 
and there may well be some reluctance to act on the 
Council's view, bearing in mind that the matter has 
not been made an Institute rule of conduct and that 
it concerns mainly the sole practitioners and small 
partnership firms who have good cause (to which I 
refer shortly) to criticize activities of solicitors in 
another direction. The Council statement certainly 
caused considerable discussion in the groups at our 
-1951 summer course when it was evident that it had 
not been well received by some members. 

My own opinion is that a solicitor should always be 
employed in connection with the formation of any 
limited company, large or small. I have myself had 
sole practitioner and small firm experience and that 
is my view. I regard the settlement of the documents 
as being strictly the responsibility of a lawyer and 
quite outside our purview except in so far as we may 
wish to make suggestions as envisaged in the"Council 
statement. ЈЕ is lawyers’ work and we should leave 
it to them, both on principle and to avoid the danger 


1 Members’ Handbook, page 58. • 
2 Members’ Handbook, page 139. 
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of being accountable if all does not go well after- 
wards. А client's reluctance to pay the extra cost 
should not in my view influence our attitude. 

Now those remarks will no doubt be welcomed by 
those solicitors who object strongly to the formation 
of companies by accountants. I hasten therefore to 
what I regard as the other significant respect in which 
there is cause for criticism of one profession by the 
other. This time it is we who have just cause to 
complain. 

Of all the work we do, we can rightly claim that 
accountancy.should properly be left to accountants. 
Moreover, the close connection between accounts 
and taxation has resulted in accountants becoming 
widely recognized, over a very long period, as being 
the most suitable persons to conduct tax negotiations 
on behalf of clients. There may be room for argument 
in the case of straightforward personal returns or 
claims, but certainly we can claim to be the appro- 
priate profession wherever accounts of any kind are 
relevant to the tax position. Unfortunately, it is true 
that solicitors undertake accounts and tax work which 


Should properly be left to accountants. 


In speaking plainly on these two nfatters I do not 
wish anyone to suppose that the causes for criticism 
extend to more than a small part of the large fields of 
the two professions. Our general relationship with 
the legal profession is extremely good and I am sure 
that most of our members do not hesitate to refer 
clients to lawyers for opinion on difficult or ambiguous 


‘points of law, including taxation. Likewise, many 


solicitors sensibly bring their accounting problems 
to us. By and large we assist each other and it is 
only here and there that a little muddy water needs 
draining off. | 

Before ending my remarks on our relationship with 
other professions I would like to draw attention to a 
wrong impression which seems to me to exist among 
some members. One hears references to members of 
other professions (usually solicitors) being ‘protected’ 


Љу law. In my view no profession in this country has 


been or ever will be ‘protected’ by legislation. When- 
ever a particular type of work has by law been re- 
served to a specified category of persons, Parliament 
has taken this step to protect the public not the pro- 
fessional man. An inevitable accompaniment is that 
the profession concerned ceases to be completely 
autonomous. The point I wish to emphasize is that 
those members who think in terms of statutory 
‘protection’ for accountants (as a means of ending 
our troubles from ‘poachers’) are basing their thoughts 
on wrong premises. 


PROFESSIONAL CONFIDENCE 


In the course of our work as public accountants we 
have access to much information of a private nature. 
It is fundamental to our professional status that we 
should treat such information as being available to us 
for the purpose only of carrying out the professional 
duties on which we are engaged. All members are 
well aware thåt to divulge information about a client's 
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affairs would be a breach of professional confidence 
having the most'serious consequences. 

'The only circumstance in which our duty of 
confidence may give rise to difficulty is where we 
have reason to believe that a client has been guilty of 
some unlawful act or default. Because of the nature 
of our work, the type of case we are most likely to 
encounter is tax evasion. There can be many differ- 
ing types of circumstances and this whole subject has 
been under consideration by a committee of the 
Council for some time in the hope that it will be 
possible to settle, in conjunction with counsel, a 
statement for the guidance of members. I had hoped 
that such a statement would have been issued before 
this summer course, so that I would have been 
relieved of doing more than reproducing the statement. 

Unfortunately matters have not worked out in that 
way and in consequence Í am now placed in some 
difficulty. On the one hand it is obvious that a con- 
sideration of professional ethics would be incomplete 
without some reference to the position of a practising 
member who has reason to believe that a client has 
been guilty of some unlawful act or default. On the 
other hand if is a very difficult and complicated 
subject, involving both matters of law and matters of 
professional conduct, on which it would be unwise 
for me to speak in any detail while the question of a 
possible statement by the Council is currently under 
consideration. I will therefore have to content myself 
with certain broad principles which I can put forward 
without any hesitation. 

Most of the offences we are likely to encounter are 

in law misdemeanours! and in England no person has 
a public duty to act as informer when he becomes 
aware of a misdemeanour. Since a member of the 
public has no such duty it follows without any doubt 
whatever that it would be professionally improper 
for a practising member to inform against his client 
as а result of information coming to the member's 
notice in the course of his professional duties. It would 
clearly be a breach of the confidence which must 
exist by reason of the professional relationship 
between a member and his client. 
' This does not mean that the member can simply 
ignore the situation. In the first place he must take 
very great care to see that he does nothing to assist 
the client in committing a criminal offence or in 
reaping the rewards thereof. In the second place he 
should regard himself as having a professional 
obligation to urge upon the client, in the client's own 
interest, the importance of putting his house in 
order where this can be done; for example by the 
client making, in a case of tax evasion, a full disclosure 
to the Inland Revenue and authorizing the member 
to proceed, where necessary, with back duty negotia- 
tions. 

It may be that a client is not prepared to act on the 
member's advice. When this position arises there is 
usually only one possible course open to the member. 


1 As distinct from felonies, to which additional considera- 
tions apply. 
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He cannot violate his duty of confidence by informing 
the Inland Revenue. He cannot go on acting for the 
client without assisting the client to commit or reap 
the rewards of his misdemeanour or without placing 
himself at the serious risk of a subsequent con- 
spiracy charge, or without both these possibilities. 
His only course therefore is to cease immediately to 
act for the client. 

Having severed his connection with the client ie 
member should then inform the Inland Revenue that 


..he has ceased to act for the client and that any further 


communications regarding the client's affairs should 
be addressed direct to the client. He has no duty to 
give any information as to why he has ceased to act 
and it would be improper for him to do so without 
the consent of the client. 

It may well be that a serious talk with the client, 
indiceting the course the member will have to take, 
will have the effect of leading the client to decide to 
act in accordance with the member's advice. It must 
be evident to. most people that if the client remains 
adamant and thereby forces a severence it is bound 
to put the Inland Revenue on inquiry and a client 
would have to be very sure of himself indeed to feel 


'certain that his tax evasion has been sufficiently well 


concealed to defy the resources of the Inland Revenue. 
It is perhaps desirable that a client should not be 
left ‘unaware that there is always the possibility of 
criminal proceedings. Even so there are bound to be 
some clients who feel that the cost (material and 
social) of disclosure is worth the risk of keeping quiet 
and in such a case the client must be left to take 
whatever consequences may ensue. 

Finally on these broad principles I would like to 
make it clear that although we have a professional 
duty of confidence there is no statutory ‘privilege’ 
in the event of a criminal charge being brought 
against a client, We should not appear in Court as a 
witness against a client unless summoned to do so; 
but if we are summoned we are entirely in the hands 
of the Court and must answer truthfully any ques- 
tions the Court allows to be put to us even though 
this involves -disclosure of information we have 
obtained in our confidential professional.capacity. I 
scarcely need add that when a prosecution against a 
client or former client has been commenced, or 
appears likely, a member will be well advised to 
keep in close touch with his legal advisers. 

I must emphasize that, for the reason already given, 
I have been able to deal only on very broad lines 
with this difficult subject of unlawful acts or defaults 
by clients. If the Council finds it possible to issue a 
detailed statement then members will be able to 
obtain from it the guidance they may need. Mean- 
while I would strongly recommend any member to 
seek advice from the Institute when he has to face a 
problém of this kind and is in any doubt as to his 
proper course of action. The Secretary can usually 
give helpful advice. 

This is a convenignt place in my address for me 
to say all I intend to say about tax avoidance. It is 
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common knowledge that tax evasion signifies the 
unlawful evasiori of tax liabilities, whereas avoidance 
signifies a reduction of tax liabilities by lawful means. 
Tax avoidance takes many different forms, some 
simple and somé highly complex. It is, for example, 
sheer tax avoidarice to get married on April sth 
when June might be infinitely more convenient. An 
excellent and, 1 am told, quite healthy way of avoid- 
ing tax 18 not to smoke or drink alcoholic beverages. 


WEEKLY NOTES 


p Articled Clerks: ^ o 
Deferment of National Service 
The Ministry of Labour and National Service has 
recently граде changes in the regulations regarding 
deferment of national service, which will be of 
interest to articled clerké and young men wishing to 
enter intó articles. 

The new regulations state that a man who left 
school before obtaining the necessary preliminary 
educational qualification for entry to a course of 
training for a professional qualification may be 
allowed deferment for this purpose up to the end of 
the academic year (July 31st) in which he reaches 
nineteen years of age. They also state that if he left 
&chool before the епа of the school term in which he 
reached his seventeenth birthday, such deferment 
máy be extended up to his twentieth ‘birthday. ` 

If the man succeeds in passing the Preliminary 
examination, or obtaining exemption therefrom, 
within the time limits mentioned he may then obtain 
further deferment in order to serve under articles; 
this deferment is granted, subject to satisfactory 
progress, until the completion of the course of 
training. It should be noted, however, that whatever 
Маре his training may have reached the man will, 
subject to médical fitness, be issued with an enlist- 
ment notice not later than two months before his 
аи birthday. 


Surtax Direction on Demand 


it has. long been realized that owing to the герег- 
cuasions on profits tax liability, a surtax direction can, 
in certain circumstances, be of beriefit to the taxpayer. 
In the ordinary case a direction is a matter of dis- 
cretion, but with most investment companies the 
Special Commissionérs are under a duty to make a 
directioh, provided of course that there is some 
income to apportion. In Regina v. Special Com- 
missioners ~ ёх parte Linsleys (Established 1894) Ltd 
(The Times, October 20%, 1956), the Special Com- 
missioners refused to make a direction on an invest- 
ment-company for its final period, on the grounds 
that when ‘profits tax ‘payable was deducted there 
was no income. The company had gone into liquida- 
tion on May 7th, 1953, and thereafter made heavy 
distributions involving a distribution charge. The 
charge would be less if a direction were made for the 


period from April 6th, 1953, to May 7th, 1953, since, 
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At the other end of the scale we liave carefully devised 
schemes, some of which may bé challenged from 
time to time-by the Inland Revenue and all of which 
are liable to give rise in the future to anti-avoidance 
legislation, possibly with retrospective effect. How 
far memibers should go in drawing their clients’ 
atténtion to methods of avoidance is in my view 
entirely a matter oe the сопёсіепсе of the individual 
member, | 7 (То be concluded.) 


ut. 


on the direction: being made, the company and its 
members (other than individuals) could make an 
election under which the company would not be 
liable to profits tax for that period, and the aggregate . 
tax liability ‘would be reduced. The company met 
the Special Commissioners’ arguments by saying 
that until the election was made or waived, it was not 
possible to say that profits tax was in fact payable. 
The company's argument found favour with the 
Divisional Court, which made an order of mandamus 
requiring ‘the Special Commissioners’ to make the 
direction. The order was to issue if the Special 
Commissioners did not lodge notice of appeal within 
fourteen days. 


Covenanted Annuity: Meaning of ‘Year’. 
A somewhat strange contention by the Crown on the 


. construction of the word ‘year’ in an ‚eight-year deed 


of covenant has been rejected by Danckwerts, Ј., in 
C.I.R. о. Hobhouse (The Times, October 18th, 1956), 
The deed was dated May 4th, 1953, and in it the 
taxpayer covenanted with his son ‘to pay him hence- 
forth during the continuance of this covenant the 
annual sum of £450 less income tax thereon . . . the 
first payment to be due forwith and the subsequent 
payments on the first day of May in each year. . . . 
This covenant shall continue in operation until the 
expiration of eight years from the date hereof’. 

When the taxpayer claimed a deduction of £450 
for surtax purposes for 1954-55, in respect of the 
payment on May rst, 1954, the Crown argued that 
'each year' meant each year from May 4th, 1953j 
and that, therefore, the second payment was not due 
until May rst, 1955. Rejecting this argument, his 
lordship observed that the son would have had a 
great shock if he had not received any payment on 
May 1st, 1954, and had had to wait another year. 
'The Crown's appeal was accordingly dismissed. 


Maintenance Relief: Road Charges Excluded © 
А taxpayer appgaring in person has brought about a 
judigal decision which confirms the generally held 
opinion that road charges paid to a local authority 
under the Private Street Works Act, 1892, do not - 
qualify for inclusion in a Schedule À maintenance 
claim under Section 101 of the Income Tax Act, 
1952 (Davidson v. Deeks) (The. Times, October 18th, 
1956). Danckwerts, J., said that although the 
opening word$ of the section were vague, it was - 
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` plain that what the section was referring to was the 
owner of any land who was subject to Schedule .A 
tax; and the meaning given to ‘maintenance’ in sub- 
section (2) must refer to the Schedule A taxed: land; 
Therefore, prima facie, any expense on other land, 
not the subject of thé assessment, was not material. 
The appellant had pointed out that under Section 
94 relief -was given in respect of land which was 
not the subject of a Schedule А assessment. The 
Crown's reply to that was, of course, that that section 
provided for specific cases of expenditure on other 
land. This was not an argument on the construction 
of Section roi. His lordship dismissed the appeal 
but with reluctance. 


Fresh Thinking on Wages 


Signs have not been lacking that trade union leaders 
in this country have been much more concerned than 
their counterparts in some countries abroad to play 
short-term fluctuations in the trade cycle to their 
full extent rather than take a long-term view. De- 
mands for wage increases have been very much tied 
to.the expectation of rising profits in a time of 
inflation and the rising cost of living. This matter of 
quick upward adjustment of wage rates in response 
to inflationary pressure has been considered the main 
job of union representatives. 

Abroad, notably in the United States, there has 
been much greater emphasis in the past few years 
on long-term wage contracts and pension schemes. 
The sheer size of the gains, and the ‘significant 
breaking of new ground- which they represent, has 
drawn attention to the substantial gains which can 
be won by concentrating on long-term issues. It has 
taken the troubles about redundancy in the motor- 
car industry and a good deal of popular, misinformed 
talk about automation to make union leaders in this 
country think again. Тћеу are beginning to be 
impressed by the need to think out a new strategy 
at a time of falling profits and some of them are 
acutely aware that no constructive thinking has been 
done on their side about a policy to be adopted to- 
wards redundancy. 'T'he prospect of a stern fight with 
‘the employers now that costs are rising more quickly 
than prices and the likelihood that the employer will 
resist to a much greater extent than in the past the 
pressure of the unions to win wage increases in the 
engineering industry and on the railways makes a 
change of strategy all the more urgent. It is too soon to 
say that a change in strategy and tactics is about to take 
place but there is no doubt that some trade unionists 
are busy checking their basic assumptions. It will 
require a good deal of this kind of attitude in the 
next few months.to avoid a head-on clash about 
wages in certain key industries. • 


: À Quarterly Export Guide. 
The first of a quarterly series of novel Export Guides 
has been issued by the General Electric Co Ltd. 
The object is to provide a regular codified sum- 
mary of information about exports markets based 
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on well-known sources of statistical information. 


"Some of the information has also been taken from 


foreign trade and navigation returns. Information 
about local conditions in foreign countries has been 
obtained from reports on the spot. 

The first number of the new publication is 
divided into four sections. The first deals with 
general output of British: exports; the second 
consists of a chart showing the general outlook for 
British exports in certain: countries with symbols to 
show these countries’ general economic . activity; 


‘the third section consists’ of a code for the same 


countries summarizing | ‘trade information on a wide 
range of products; the last section gives a brief 


. summary analysed by products, of the prospects in 


certain key markets. 

A series of reports at regular intervals on this basis 
could be exceedingly valuable to exporters. The 
information has been collated by the G.E.C. eco- 
nomic and” marketing research unit and provides an 
authoritative export ready-reckoner. Аз the series 
proceeds, the charts will record the various indica- 
tors and by means of the coloured symbols chosen 
they will quickly show where changes have taken 
place. This Export Guide cannot be a substitute 
for market research but it will provide a quick 
source of reference and comparison and it will be a 
useful ‘check on information’ obtained from the 
Sources available to a peices company in tackling 
the export market. 


Mission to: India 


The Federation of British Industries has published 
a.survey for the use of the British heavy engineering 
mission to India on the Indian second five-year 
plan. This survey points out that India will import 
machinery and equipment to the extent of £1,000 
million while the plan is in operation. Of this, the 
Government will buy about {£700 million and 
private industry about £300 million. 

The Indian Government has also published a a 
statement setting out the anticipated targets for key 
industries under’ the third five-year plan. This 
memorandum points out that the requirements for 
machinery and equipment in the second plan must 
be conditioned by the level of industrial production 
it is hoped to achieve in the third plan. 

Targets are given to certain key industries which it 


“is felt will be of assistance to the mission in assessing 


the probable heavy engineering · requirements of 
India in the next few years. The survey points out 
that the average annual requirements of machinery 
in the first year of the third plan, that is 1961-62, 
is about £192 million. This is expected to rise to an 
annual level of £270 million by 1965-66. The main 
industries which have been given production targets 
up td that year and on whose behalf the machinery is 
likely to be mainly imported, are: iron and steel, 
aluminium, cement, ferro-manganese, refractories, 
fertilizers, petroleum, Hia. параи and 
paper. зид Pests Dna 
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REVIEWS 


: Phillips’ Probate and Estate Duty Practice 
Fifth Edition 


by D. C. Sealy-Jones, LL.M., Solicitor 


(The Solicitors’ Law Stationery Society Ltd, London. 
7 655 net) 

Mr Sealy-Jones has carried out very thoroughly and 
conscientiously the laborious task of making up the 
ten-year leeway since the last edition of this well- 
known work. It is a complete vade mecum for every- 
one faced with the practical problems of obtaining 
probate of a will or letters of administration. One of 
the essential steps is, of course, the preparation of the 
Inland Revenue affidavit as a preliminary to the 
payment of estate duty. The book does not deal 
exhaustively with the substantive law of estate duty, 
any more than it deals with the manifold problems of 
interpretation of the provisions of a will, but all the 
practical steps are dealt with very fully, and there is 
a very useful brief summary of the estate duty pro- 
visions, which will be sufficient for ordinary cases. 
А particularly useful feature is the large number of 
up-to-date precedents of forms which may have to 
be used in obtaining a grant of representation. 


The Law of Stamp Duties (Alpe) 
Twenty-fourth Edition 


by Peter E.Whitworth, B.A., Barrister-at-Law, 
and James Mackenzie, of the Office of the 
Controller of Stamps, Inland Revenue 


(Jordan & Sons Ltd, London. 555 net) 


Stamp duties, this excellent. text-book states in its 
opening sentence, were first introduced in this 
country in the reign of William and Mary. The 
statutes which authorize and govern their imposition 
are the Stamp Act and Stamp Duties Management 
Act, both of 1891, together with subsequent amending 
Finance and Revenue Acts and various other enact- 
ments, not primarily concerned with stamp duties but 
containing special exemption clauses in favour of 
particular. documents or bodies. Around all ‘this 
legislation there has accumulated а considerable 
corpus of relevant case law much of which dates 
back prior to 1891. 

In view of these legal ramifications, the availability 
of a first-class reference book on the subject is an 
essential of every professional library, all the more so 
because, according to a very early judicial obiter 
dictum (in Morley v. Hall (1834), 2 Dowl. 494), the 
construction of the Stamp Acts does not depend on 
principle or reason but on the words used. Messrs 
Whitworth and Mackenzie have combined splent!idly 


to supply this necessity. Mr Whitworth has entirely, 


rewritten the work, grouping the notes under the 
appropriate headings, discarding or relegating to an 
appendix all obsolete material, tiving more prom- 


inence to certain heads of charge such as conveyance, 
marketable security and policy of insurance, and 
devoting a special chapter to the peculiarities of the 
stamp duty position in Eire and Northern Ireland. 
Among Mr Mackenzie's contributions is an entirely 
new index which runs to fifty-nine pages. 

The plan of the book follows that of the Stamp 
Duty Act. Its first section deals with general matters, 
the second is concerned with the individual heads of 
charges. and the third with general and specific 
exemptions, an interpretation of the Stamp Duties 
Management Act and the special chapter on Ireland. 
It should be noted that the book deals only with those 
stamp duties imposed by the Stamp Act of 1891 and 
administered by the Commissioners of Inland . 
Revenue. It does not include estate duty, corporation 
duty, excise duty, Court fees and company registra- 
tion fees. Тће distinction is important because the 
Stamp Duties Management Act of 1891 applies 
generally to all fees leviable by means of stamps as 
well as to stamp duties proper. Thé Finance Act, 
1956, has necessitated several changes in the text. 
which states the law as at April rst, 1956. These 
alterations, with reports of decisions in two recent 
cases, are incorporated in a supplement to the main 
volume. 

Mr Whitworth’s exhaustive treatment of his 
subject, and the care with which the information 
supplied has been analysed, checked, cross-referenced 
and indexed, makes it certain that this work will 
long retain its place as a standard reference book on 
stamp duties. 


The Rule Against Perpetuities 


by J. H. C. Morris, D.C.L., 
and W. Barton Leach, LL.B. 


(Stevens & Sons Ltd, London. £2 155 net) 


This is a book written for lawyers but anyone who 
is concerned with wills and settlements can study it 
with considerable advantage, particularly if he is 
interested in the tax repercussions — for it is by no 
means unknown for a will or settlement which has 
been drafted with tax considerations in mind to fail 
because the dra.tsman overlooked the vagaries of 
the rule against perpetuities. 

Although written for lawyers and law students, 
the book is in commendably simple language and 
certainly fills a gap in legal literature. Тае subject 
itself is not easy but it is one to be mastere.| and tais 
volume admirably paves the way. A gool deal of the 
aridity of the subject has been mitigated by the 
authors' lively style and imaginative treatment, 
involving the use of such sub-titles as 'precocious 
toddlers’, ‘iertile octogenarians’, ‘unborn widows’, 
and ‘magic gravel-pits'. This facetiousness does not, 
however, hide tae authors’ complete ani enviable 
mastery of the subject. 
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Sutton and Shannon on Contracts 
Fifth Edition 


by K. W. Wedderburn, M.A., LL.B., 
Barrister-at-Law 


(Butterworth & Co (Publishers) Ltd, London. 

32s 6d net; by post 34s 6d) 
This is a very well known and deservedly popular 
student's book on the law of contract which is also 
useful to the layman as well as to the practitioner 
who wishes to refresh his memory on first principles. 
The editor, himself a lecturer in law at Cambridge, 
has worthily followed the example set by the previous 
editors in maintaining the book as a simple exposition 
of the law. The historical approach, so beloved of 
some teachers, is relegated to a brief introduction and 
the main text plunges at once into the modern law. 
Indeed, topicality is a feature of the book; there is, 
for instance, an interesting section on equitable 
waiver, a doctrine which has been the subject of 
recent development. 


Graduate Employment 

* A Sample Survey 
(Political and Economic Planning, London; George 

Allen & Unwin Ltd, London. 302 net) 

What happens to students when they graduate and 
leave their universities? To find a reliable and 
comprehensive answer to this important question, 
Political and Economic Planning issued 6,841 
questionnaires to a representative sample (about 
one in two) of men who had taken a university 
degree in arts, science or technology during the 
academic year 1949-50. The survey is the first of 
three which PEP is conducting. Of the other two, 
one will ascertain the views of the universities on the 
education of students in the light of the needs of 
industry and the other will investigate the policy and 
practice of British industry in employing university 
graduates. · 

About 60 per cent of the graduates completed the 
questionnaires. Of these, three out of ten came from a 
public or independent school and six from a grammar 
or Scottish senior secondary school. Fifty-eight per 
cent of them had either done war service or had 
completed their period of national service before 
matriculating. More than half had taken an arts 
degree, 28 per cent a science degree and 20 per cent 
a technological qualification. Before beginning their 
university studies, half the respondents had not 
decided what work to take up on graduating. Of 
those who had, industry was the favourite choice, 
especially of the technological students. While at the 
university, industry became the preference of about 
a quarter of the complete sample and the alterhative 
career of another quarter. Аз it happened, 29:4 per 
cent did go into industry, 23:4 per cent elected for 
teaching and the Civil Service absorbed 8:6 per cent. 

The accountancy profession is included in the 
fourth largest group (commerce – 7:5 per cent) along 
~ with such oddly assorted occupations as banking, 
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insurance and the wholesale and retail distributive 
trades. Because of the composite nature of this 
group, it is, unfortunately, not possible to follow the 
fortunes of the accountancy element which comprises 
about one-fifth of its total. This, to the accountant 
reader, detracts from the interest of the survey but, 
in fairness, it must be stated that the compilers have 
produced a remarkable piece of research which gives 
almost the complete answer to the question posed. 


An Introduction to British Economic | 
Statistics 


by Ely Devons, Robert Ottley Professor of 
Applied Economics in the University. of 
Manchester 


(Cambridge University Press, London. 225 6d net) 


As many accountants will be aware, one of the most 
important post-war developments in Government 
administration has been the increasing demand for 
statistical information from industry. Many of them 
will have already learned how to fill up the Census 
of Production and Distribution forms for their clients. 

Professor Devons has undertaken the task of 
explaining the wide range of statistical information 
which exists on a variety of economic subjects, 
though the book is by no means comprehensive. 
Indeed, had it been, Professor Devons would no 
doubt have still been writing it! He therefore restricts 
himself to statistics of population, man-power, pro- 
duction, distribution and ort, foreign trade, 
prices and national income. Under each heading he 
discusses the available data, comments on their 
make-up, their source and reliability. 

For the student of economic affairs this is an indis- 
p book. For the accountant who wishes to 

ow what information is available under any of the 
above headings, the book will be useful if it is read in 
conjunction with the Government documents and 
statistical papers to which the author refers. It is not 
always an easy book to read, but Professor Devons 
deserves every credit for the immense amount of 
work that he has undoubtedly put into it. 


RECENT PUBLICATIONS 


Accounts From INCOMPLETE RECORDS, 3rd edition, by 
John G. Simpkins, A.C.A. 78 pp. 84 X 54. 15s net; 155 7d 
post free. Gee & Co (Publishers) Ltd, London. 

Incomes Taxes Oursing THE COMMONWEALTH, parts I and 
II, compiled by direction of the Board of Inland Revenue. 
300 pp. 94X7. £1 155 net (including binder). Her 
Majesty’s Stationery Office, London. 

Tax Caszs, reported under the direction of the Board of 
Inland Revenue. Vol. 36, part 6. pp. 379-454. 35 net. 
Her Majesty's Stationery Office, London. 


'Dvwowp's Рватн Durres, first supplement to rath 


edition, by Robert Dymond and Reginald K. Johns, 
LL.B. xii+76 pp. 9$X6. 8s 6d net; rath edition and 
supplement, 95s net. The Solicitors’ Law Stationery 
Society Ltd, London. 

ACCOUNTING, А Зостај Force IN THE COMMUNITY, by 
Mary E. Murphy, PH.D., C.P.A. 208 pp. 84 X 54. зоғ net. 
Published for Тће Australian Society of Accountants by 
Melbourne Universisy Press, Carlton, Victoria; London 
Agents; Cambridge University Press. 


2436 


THE ACCOUNTANT 


October 27th, 1956 


. FINANCE AND COMMERCE. 


-Intense activity in new issues dominates stock- 
‘market interest, This competition for available 
investment funds keeps general market business in 
check but the undertone is reasonably steady. 


Кора вз (Candyland) 

The unfortunate position of some businesses in the 
confectionery-making industry has been noted in 
this column, one of the companies concerned being 
Elizabeth Shaw (Holdings) Ltd. It is interesting to 
note that the board of Rogalls (Candyland) Ltd (whose 
accounts we reprint this week) received an offer from 
the chairman of Elizabeth Shaw setting out certain 
terms and conditions on which his company was 
prepared to buy the Candyland shares. 

Тће Candyland board discussed the position with 
its auditors and came to the conclusion that since it 
was not possible to comply in full with the condi- 
tions, there was no basis on which they could make 
a recommendation to shareholders and the negotia- 
‘tions were terminated. What the conditions were is 
not stated. 

On the face of things, one would expect a move 

‘towards amalgamations in the industry faced with 
increased costs for wages, materials, freight, fuel, 
etc., and with over-production in the trade and such 
severe price-cutting as to produce the results shown 
in the accounts. | 

No Proxies - 
Those engaged in company administration may well 
decide, after reading what happened to Silentbloc 
Ltd, that it is always worth while asking shareholders 
to support the board with their proxies even when 
there appears to be no obvious reason why proxies 
should be needed. Silentbloc 18 known for its anti- 
vibration devices. Profits have more than doubled 
in the last four years and the annual meeting was 
held this year to consider, among the other business, 
the payment of an increased dividend. A routine 
meeting was expected and proxies were not invited. 

As it happened, a surprise was sprung on the 
board by a move to oppose the re-election of Mr 
B. H. Dulanty, the chairman, who retired by rota- 
tion. The opposition came from a Mr B. E. Smith, 
described by the board as an American financier, 
and was prompted, the board states, by their refusal 
earlier in the year to appoint Mr Smith's nominee 
as a director. 

Mr Smith, the board states in a circular asking for 
shareholders! support, brought his holding up to 
approximately 10 per cent of the capital in February 
by acquiring 250,000 shares from an American 
Corporation. Two months later, he was calling for 
the retirement of the chairman and for the election 
of Sir George Briggs as director and appointment es 
chairman. He also wanted the retirement of another 
director by the offer of compensation. "The board 
decided unanimously to reject this attempt to dictate 


a course of action, without regard to their own 
opinions or those of other shareholders.’ 


Another Meeting 
Nothing more was heard until the annual meeting | 
when, without previous notice of any kind, Mr 
Smith's solicitor opposed Mr Dulanty's re-election. 
When the re-election had been carried on a show of 
hands, a poll was demanded. А further reason for 
the opposition was added, that Mr Smith was not 
content with the results. In accordance with the com- 
pany's articles, the meeting was adjourned for the 
poll until November 8th. 

The board still face the fact, however, that as 
proxies have not been called for the meeting, they 
cannot now be called for the adjournment. The next 
step taken by the board is particularly interesting. 
An extraordinary meeting has been called for 
November 8th, to follow the taking of the poll to 
consider a, resolution "Ihat if Mr Brian Hutton 
Dulanty shall not have been re-elected as a director 
of the company on the poll taken this day at 12 noon, 
Mr B. H. Dulanty be and he is hereby elected a 
director of the company’. For this meeting it is 
possible, of course, to ask for shareholders’ proxy 
support and that has been done. 

We believe it is not unknown in America for a 
sizeable though minority holder to expect board 
representation. In this country, things are different 
and it is proper that the general body of shareholders, 
some 3,000 holding 3,300,000 25 shares, should be . 
consulted. 

Seeing The Ships 
The P. & О. company's major exercise in stock- 
holder relationship has been an even greater 
success this year than last, when stockholders' visits 
to ships of the P. & O. passenger fleet were first 
introduced. Over 4,000 of the 20,000 stockholders in 


the company applied this year but as only 300 


people can be accommodated on each visit — 
because of dining-room accommodation — ballots had 
to be held for the lucky goo to go on the three visits. 

Carried to Tilbury and back to St Pancras by 
special train, 300 stockholders last Friday lunched on 
board Arcadia, in Tilbury dock, after a tour of the 
ship. There is no doubting the success of this 
innovation but other shipping groups seem reluctant to 
follow P. & O.'s example. Maybe the heavy administra- 
tion work that a scheme of this kind involves deters 
them. P. & O. certainly have things extremely well 

i • 


organized 
• Money Market 


Bidding at £99 155 the discount market obtained 66 
рег cent of the £280 million of Treasury bills offered 


on October 19th. Applications totalled £392,860,000, 
with the average rate at £5 os 2:12d per cent. This 
week’s offer is £200 million in ninety-one day and 
£60 million in sixty-three day bills. 
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ROGALLS (CANDYLAND) LIMITED 
BALANCE SHEET us at 30th June, 1956 








75 i " Se £ £ 
CAPITAL, RESERVES AND SURPLUS :— SHARES IN SUBSIDIARY COMPAN, ое 

Аб 4,003 inary res—Rogalls 5 

Auchorised.and Isie. Share; Capital 150,000 "Шта ween 150,000 
6} per cent Cumulative Pedeemsbiè 
50,000 Preference Shares, Fully Paid .. 50,000 AMOUNTS PAID: ON ENDOWMENT due 
SURANCE POLICIES NED 

РТА 1, 1000.009 Ordinary: Shara of al са 100.000 TRUSTEES FOR THE PREFERENCE 

у d i 150,000 1,572 SHAREHOLDERS .. D .. s 3,144 


Capital Reserve— i ROGALLS (LEEDS) LIMITED re Dividend 
Preference Share Redemption паев 8,514 (Net) .. .. НА ix ss E — 





1,500 Fund vs 4500 | 
1,682  Profitand Loss ГРАНА ин ki 50 — CASH AT BANK .. z .. T 194 
£153,182 151,550 7407 FORMATION EXPENSES .. .. а 7,407 


CURRENT LIABILITIES :— 
Due to Subsidiary Company feels 


9,675 (Leeds) Limited .. 8,643 
290 Accrued Charges... Е m s 545 
— Unclaimed Dividends s B 25 7 


896 National Provincial Bank Limited . .. — 
3,450 Proposed Dividend Less Income Tax es — 


£14,311 9,195 М. В. ROGALL 
5 rectors. 


PETER С. STONE 





NOTES#-!. The Cumulative Redeemable 
Preference Shares are redeem- 
able at a premium before Ist 
January, 1975, and thereafter at 
par. 

2. The Cumulative Redeemable 
Preference Share Dividend has 
i paid to 31st December, 


£167,493 ` £160,745 £167,493 £160,745 








ROGALLS (CANDYLAND) LIMITED ‘AND ITS SUBSIDIARY (ROGALLS (LEEDS) LIMITED) 
CONSOLIDATED PROFIT AND LOSS AND APPROPRIATION ACCOUNT for the year ended 30th June, 1956 





30.6.55 30.6.55 











£ : £ Е £ £ £ 
DIRECTORS’ EMOLUMENTS:— 18,400 TRADING PROFT for the Үваг .. .. 1,080 
73. Fee. v. s ne ene 250 34 PROPERTY REVENUE ACCOUNT e 46 
5,073 Management Salaries MELLE Eu i em — МЕТ LOSS for the Year carried down о .. 10,490 
2,938 DEPRECIATION OF ASSETS $& cu 4,102 
231 AUDITORS’ REMUNERATION... .. 389 
10,019 NET PROFIT for the Year carried down .. tou 
£18,434 £l6l6 — 21843 £11,616 
~~ ‘NET LOSS brought down .. * 10,490 . — BALANCE brought forward from last Year 1,682 
APPROPRIATION TO PREFERENCE SHARE 10,019 NET PROFIT brought down ..  . vins — 
14005 -REDEMPTION RESERVE EUMD ion eer F BALANCE carried forward as per BALANCE 
2,100 PROVISION FOR TAXATION... 325 — SHEET Н 10,067 
DIVIDEND less INCOME ТАХ:— ° | 
1,287 6} per cent Cumulative Redeomeble Pre- * 
ference Shares E e 934 
PROPOSED DIVIDEND Jess INCOME TAX:— • 


3,450 Ordinary Shares EN — 


BALANCE carried forward as per BALANCE 
1,682 SHEET Е z = 











€10,019 £11,749 £10,019 е у £11,749 
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Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. ` 


Bank Deposit Interest 


Sm, ~ The letter from ‘В.-К.’ in your issue dated 
October 2oth, is of interest because our experience 
of the practice of one of the ‘big five’ banks is 
different from his. | ` ; 

Briefly, the bank does not admit the entitlement to 
interest until a claim for the.same is made.and this 
claim is deemed to be made upon presentation of the 
pass-book when interest is entered in one lump sum 
notwithstanding that it may relate to a.period of 
many years. "E T 

This way of doing business is all very fine, provided 
such terms are made clear to the depositor at the 
outset, but we do not suppose one in a thousand is 


aware that his deposit account із to be dealt with in- 


such a manner. 
The matter came to our attention in the case of a 
client whose deposit account balance did not exceed 


£300 and upon the pass-book being sent to the bank, ! 


£79 odd for interest covering many years was 
added. The amount of £79 was notified by the bank 
to the Inland Revenue under the terms of Section 29, 
Income Тах Act, 1952, and it can well be imagined 
what trouble and anxiety was caused to our client 
because the Inspector of Taxes jumped .to the con- 
clusion, from the amount notified to him, that many 
thousands of pounds were involved. ' 

Another instance is where a pass-book was sent in a 
few months late at one half year and promptly at 
the two following half-years, with the result that 
eighteen months’ interest was added to the account 
within a year, ending April sth, and again the whole 
eighteen months’ interest was notified to the Inland 
Revenue because it exceeded {15 but the interest for 
twelve months did not. 

We think practising accountants will readily 
understand what confusion and annoyance has been 
caused by such a method, and although we have found 
the officials of the bank curiously reluctant to discuss 
che matter, we believe that customers opening new 
|1ccounts are now being given the option to have 
nterest added each year whether the pass-book is 
presented or not. f 

Yours faithfully, 


D. 


Receipts for Cheque Payfnents 


SIR, ~ It would be interesting and certainly enlighten- 
ng if Mr H. G. S. Rogers (October 2oth issue) (or 
ndeed anyone who uses 'receipt on back' type 
cheques), would explain in precisely what way а 
:heque on which the endorsement is in the form of 
a receipt is better evidence of payment than a 
:heque bearing.a plain endorsement. I am referring 


to bare endorsement receipts and not to the less 


usual type which specifies the transaction to which 
"Фе cheque relates. Ў 
Incidentally the practice of incorporating details 
of the transaction in the endorsement receipt is, in 
'my view, open to abuse and those who receive 
cheques of this kind. would be well advised to 
examine the wording very carefully or they may find 
that in the process of getting the cheque into their 
bank account they have unintentionally signed away 
a claim which they may wish to make. 
Yours faithfully, 
PAYEE. 


Unclaimed Wages and Holiday Pay 


Sm, - The company with which I am connected has 
provision in its accounts for unclaimed wages and 
holiday pay extending back to the inception of the 
' company, approximately thirty-six years ago, and it 
is desired to' reduce this provision to an amount 
equal to, say, ten years' outstanding wages .and 
holiday pay by transferring the excess to profit and 
loss account. I should appreciaté the views of your 
readers on the correctness, or otherwise, of this 
action.. 

In conclusion, I would mention that every en- 
deavour is made by advertisement and letter-writing 
Ло ensure that such money is paid to the persons to 
whom it is due. | 

Yours faithfully, 


INDUSTRIAL ACCOUNTANT. | 


Net or Nett? 


Sir, – Whilst wishing to avoid pedantry, may I make 
га plea for the adoption of a standard spelling of the 
„тога “пер —such а vital and busy word in ће 
language of accountancy! The directors of the 
‘North British Locomotive Co (see ‘Finance and 
Commerce’, The Accountant, dated October 6th) 
apparently prefer the alternative ‘nett’, whereas the 
Oxford Dictionary does not even mention this 
spelling and Fowler’s Modern English Usage is quite 
certain that it lacks propriety — ‘NeT. In the com- 
mercial sense (free from deduction etc.) the spelling 
should, as elsewhere, be net, not nett.’ 

In the face of this overwhelming evidence from 
such learned authorities the decision must obviously 
be in favour of ‘net’. Here, then, is the opportunity 
‘for the profession to show its fundamental unity ~ 
‘historical or replacement cost’ may for ever divide 
us but surely we can agree that it should be ‘net’ and 
not ‘nett’. 

Yours faithfully, 


D. F. GOCH. · 


Stevenage, Herts. 
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THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
| TAXATION AND RESEARCH COMMITTEE 


The eighty-eighth meeting of the Taxation and Research Committee was held at the 
Institute on Thursday, October 18th, 1958, at 2 p.m. 


Present: Mr G. P. Мограп-Јопез (in the chair); Messrs 
T. Fleming Birch, K. A. Buxton, W. R. Carter, J. Cartner, 
R. А. Chermside, J. B. L. Clark, D. А. Clarke, J. Clavton, 
W. G. Densem, S. Dixon, S. M. Duncan, F. J. Éves, 
E. S. Foden, G. G. G. Goult, S. C. Hand, N. B. Hart, 
O.B.E, т.р., W. S. Haves, G. N. Hunter, P. D. Irons, 
F. M. Kellett, S. Kitchen, G. W. Knight, J. Latham, 
C.B.E, E. N. Macdonald, p.r.c, J. H. Mann, M.B.E., 
F. S. Mowforth, L. Pells, J. D. Reekie, D. E. T. Tanfield, 
А. С. Thomas, L. W. Underwood, J. W. Walkden, 
F. J. Weeks, E. F. G. Whinney, E. K. Wright and G. H. 
Yarnell, with the Secretary. 


'The President's Address 


The President of the Institute, Mr Arthur Seymour 
Hamilton Dicker, M.B.E., attended the opening of the 
meeting. Ín reply to a speech.of welcome by the 
Chairman, the President said: 


I feel that I ought to make an apology for my appearance 
at this opening meeting two years in succession, but I 
don't propose to do so as I feel it is a great privilege to be 
able to represent the Council before such an important 
body. Last year I was here in the capacity of a deputy, but 
today I am here in my own right, and I welcome this second 
opportunity. 

This very successful and important Committee has now 
entered its fifteenth year and all the members of it, past and 
present, can look back over the years with much satisfaction 
at the notable achievements which have been made. 


Representative Character of the Committee 


The services performed by practising chartered account- 
ants for their clients are of a wide and varied nature for 
they include, in addition to our all-important auditing, 
financial and management accounting, the formation, 
reorganization and liquidation of companies, taxation, and 
investigations to ascertain the financial position of a 
business. Equally varied are the appointments held by non- 
practising chartered accountants. Together they emphasize 
how great is the contribution of chartered accountants to 
the industrial efficiency and economic well-being of this and 


other countries, It is true that individual members of the: 


Institute often specialize on particular aspects of account- 
ancy work, but the Institute itself as an entity is not com- 
posed of accountants who specialize on one aspect of 
accounting; it is all-embracing and its twenty thousand 
members perform all the variety of services which anyone 
would expect to be performed by those who hold themselves 
out as accountants. To bring together a committee which is 
representative of such a membership and to have it available 
to act as a drafting and advisory body to assist the Council 
on questions of taxation, accounting principles, company 
law amendment and other technical matters, and to under- 
take research, are benefits for which the Council is ex- 
tremely grateful. 

e machinery of the Taxation and Research Committee 
extends through its individual members and throhgh the 
Regional Taxation and Research Committees to all 
districts of the country. Whilst an efficiency expert might 
consider that the procedure adopted by the Committee is as 
slow as any person could possibly devise, those of us who 
understand it realize that in practice it provides a sure 
foundation on which the Council can build its documents for 


publication, for the Council can be sure that a very wide 
field of knowledge and experience has been drawn upon 
during the time that a document is being prepared. 

During the past year the Council authorized publication 
of the book, Standard Costing: An introduction to accounting 
processes. This book, incidentally, gave credit where 
credit is due by naming the authors ~ the Taxation and 
Research Committee. It has sold well and seems likely to 
become a standard work, costing very little. Other docu- 
ments which have been sent out from the Institute and 
which your Committee helped to draft are the comments 
sent to the Chancellor of the Exchequer on the Finance 
Bill of last autumn and this year's Finance Bill, the 
memorandum submitted to the Mocatta Committee on 
Cheque Endorsement, and the memorandum submitted 
to the Blagden Committee on the Reform of Bankruptcy 
Law. . 

Consideration of a wide range of other subjects has 
continued during your year, though these have not yet 
reached their final stages. 


Value of Continuity of Service 


Your Committee is today composed of twenty-six members 
in practice and twenty-two members engaged in industry 
and commerce. Of the Committee which took office 
when I spoke to you a year ago, three practising members 
and four non-practising members have retired. I acknow- 
ledge with sincere appreciation the valuable contribution 
these members have made to the work of the Committee. 

e Committee requires all the assistance that members, 
and especially non-practising members, can give to carry 
out the duties laid down in its terms of reference. All 
of you give up an immense amount of your time (and 
time is of the greatest value to a chartered accountant) to 
serve on the Committee. It is understandable that some 
amongst you may find it difficult to continue to serve but the 
Committee relies on some of its members serving for a 
number of years, and the Council and the profession owes 
a debt of gratitude to many members for their long service. 
Without in any way disturbing the right of district societies 
to change their nominees any year, may I suggest that for the 
well-being of the Committee, district societies (and you 
yourselves) should do everything that is possible to make 
arrangements so that there are not too many rapid changes 
in membership. A member of your Committee possibly 
makes his greatest contribution after he has been a member 
for five years. In a committee of this nature continuity of 
thought and application is essential to efficiency. 

T should like on my own behalf and on behalf of the 
whole Council to express our gratitude to your retiring 
Chairman, Mr Latham, who in spite of the eminent and 
very full-time position he holds in the world of fuel, has 
managed to play his part in the chairmanship of this 
Committee. I ane sure he has been an inspiration and his 
year of office will be long remembered. 

It now remains for me to welcome his successor, Mr 
Morgan-Jones. Peter Mergan-Jones is the son of a famous 
father, who for во many years was a prominent member of 
our Council and it is so pleasing to see the second generation 
following his father’s footsteps and taking a leading place 
in our affairs. I wish you the best of luck and a very happy 
year of office. 

T also extendea warm welcome to the ‘new boys’, all of 
whom have attained eminence in their respective spheres. 
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Their co-operation is looked forward to with great interest. 

Finally, no occasion of this sort can conclude without an 
expression of the great appreciation we all have for the 
most efficient services of your Secretary, Mr Noyes, and 
those of the Institute staff who are concerned with this 
Committee. These ‘backroom boys’ of Moorgate Place, so 
wisely advised by Mr Wilkinson, do a splendid job of work 
and we owe them much gratitude. 


Mr Joseph Latham, C.B.E. 
A hearty vote of thanks was accorded to Mr J. Latham 
for his services as Chairman during the year 1955-56. 


Membership 
The Chairman extended a warm welcome to the 
following new members of the Committee: Mr K. A. 
Buxton, Nottingham, Mr R. A. Chermside, Bristol, 
Mr J. B. L. Clark, co-opted, Mr L. Pells, London, 
Mr J. D. Reekie, Leicester. 

It was agreed that letters of appreciation for their 
services be sent to the following who have retired from 
membership of the Committee: Mr R. W. Cox 
(1951-56); Mr C. Croxton-Smith (1955-56); Mr R. E 
Ogle (1951-56); Mr С. H. Thomas (1947-56); Mr 
C. P. Turner (1950-56). 


LEICESTERSHIRE AND 


THE ACCOUNTANT 


441 


Standing Sub-Committees 


Reports from the following Standing Subcommittee 
were received: 

General Advisory Sub-Committee. 

Man ent Accounting Sub-Committee. 

'Taxation Sub-Committee. 

Planning Sub-Committee. 


Ad Hoc Sub-Committees 


Progress reports were received from four special sub- 
committees. 


Future Meetings 


'The next meeting of the Committee was arranged for 
Thursday, December 20%, at 2 p.m., and the following 
dates were provisionally fixed for meetings in 1957: 
Thursday, February 21st, 1957. 

» X April rith, 1957. 

» June 2oth, 1957. 

53 September 19th, 1957. 

3» October 17th, 1957. 

» December 19th, 1957. 


NORTHAMPTONSHIRE 


SOCIETY OF CHARTERED ACCOUNTANTS 
DINNER IN NORTHAMPTON 


'The annual dinner of the Leicestershire and North- 
amptonshire Society of Chartered Accountants, held 
this year for the first time in Northampton, took place 
at Franklins Gardens Hotel on Tuesday, October 16th, 
with Mr R. A. Palmer, T.D., J.P., M.A., F.C.A., President 
of the Society, in the chair. Members and guests 
numbering about 150 were received by Mr Palmer and 
by Mr A. S. H. Dicker, M.B.E., F.C.A., President of 
The Institute of Chartered Accountants in England 
and Wales. 

Among those present were The Right Honourable 
Earl Spencer, T.D., J.P., M.A., Her Majesty’s Lieutenant 
of the County of Northampton, Councillor T. H. 
Cockerill, J.P., Mayor of Northampton, Mr B. С. 
Tippleston, President of the Northamptonshire Law 
Society, The Reverend W. B. Farrer, Mayor’s 
Chaplain, and 

Messrs W. Cowper Barrons (President, Northampton and 
County Chamber of Commerce (Incorporated)); J. Howard 
Bell, B.A., F.C.A. (President, Manchester Society of Chartered 
Accountants), А. E. Blanchard (President, Industrial Life 
Offices Association); E. С. Cooper, a.c.a. (President, East 
Anglian Society of Chartered Accountants); H. J. Foot, 
F.S.l, FAILI (President, Auctioneers and Estate Agents’ 
Association, County of Northampton); A. R. B. Ham, 
F.C.A. (President, Bristol and West of England Society of 
Chartered Accountants); T. A. G. Jackson (Chairman, 
Institute of Bankers, Leicester Local Centrg); R. B. Leech, 
МАВ,Е,, T.D., F.C.A. (President, Birmingham ad] District Society 
of Chartered Accountants). 

, Messrs Е. R. Longman, F.c.a. (President, Leeds, Bradford 
and District Society of Chartered Accountants); T. А: 
Macfarlane, B.A., F.C.A. (President, Liverpool Society of 
Chartered Accountants); А. S. Maclver, M.C., B.a. (Secretary, 
The Institute ој Chartered Accountants in England and 
Wales), F. S. Mowforth, F.c.a. (President, Hull, East 
Yorkshire and Lincolnshire Society of Chartered Accountants); 


C. L. O'Callaghan, a.c.a. (President, Natashan Society of ` 


.Law Society), S. H. Senior, M.SC.(ECON.), B.COM., 


Chartered Accountants); S. H. Partridge (President, Leicester 
A.C.A. 
(President, Leicester and County Chamber of Commerce), 
D. Sirkin, F.S.A.A., #.5.5. (President, Leicestershire and 
Northamptonshire Society of Incorporated Accountants); 
B. Thomas, F.C.A. (President, Sheffield and District Society of 
Chartered Accountants). 


Mr G. L. Aspell, T.D., D.L., F.C.A., proposed the toast 
to ‘The trade and commerce of Leicestershire and 
Northamptonshire', and Councillor Cockerill replied. 
Both speakers referred to the similarity in the industries 
of the two areas — boots and shoes, light engineering 
and agriculture. 


President's Election to Magistrates' Bench 


The toast of “The Institute of Chartered Accountants 
in England and Wales' was proposed by Mr T'ippleston, 
who congratulated Mr Palmer on his recent election 
to the Magistrates’. Bench for Northampton Borough. 

He recalled the recent Newquay Law Conference at 
which Sir Edwin Herbert ventured the opinion that 
the learned professions were not held in the same 
esteem today as they had been in the past. Mr 
Tippleston agreed but, he added, this was, therefore, а 
challenge to professional men. 

He likened the work and interests of the law and 
accountancy professions, and said that he believed 
professional men, because of their calling, could offer 
a wonderful service to other people as guides, philo- 
sophers and friends. 

The *speaker recalled the granting of the Royal 
Charter in 1880 and described that event as the rock 
upon which the Institute was founded. Its rise and 
march of progress was indeed great. Mr Tippleston 
concluded: . 

“We will co-operate with you in every possible way for we 
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know that we can depend upon you for everything that is 
upright.’ 

Mr Dicker, who Зоре, said he was extremely 
pleased to hear so many pleasant things said about the 
two professions and added ‘it is a really invigorating 
experience’. 


Tribute to the Legal Profession 
He continued: _ 


- ‘The fact that the toast has been proposed by а leading 
representative of the legal profession in.this county gives 
me the opportunity to pay tribute on behalf of our Institute 
to that great profession, a profession on which we have to 
rely for better or for worse throughout our lives from the 
cradle to the burial place, and even after departure from 
this world the lawyers have still their job to do to close our 
books.’ (Laughter and applause.) 


Mr Dicker went on to say that he was happy to 
acknowledge the sensible understanding which gener- 
ally existed between members of the Institute and the 
members of the Law Society. It was inevitable that at 
times they walked along the same path and occasionally 
it was so narrow that their footsteps were in danger of 
over-treading each other. But all professional men of 
repute, he said, clearly recognized each other’s 


territories and lived and worked in understanding апа. 
goodwill with those with whom they had such close 


connections. 


Reminding those present that the Institute was now 
in its seventy-sixth year, Mr Dicker said it had gone 
from strength to strength, fortified by the riper 
knowledge of those who could make use of experience, 
and also infused with the forceful blood of the growing 
generation. 
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Revolutionary Change in Methods 


They were now in a swift and almost revolutionary. 
period of evolution in the general economic affairs of. 
the world, he declared, and they had passed through a 
gradual but very definite evolution to these days of 
punched cards, electronic. computers and forms of 
automation which were almost awesome to realize. All: 
this, and many other things, had made it necessary for 
the profession to review its responsibilities through a 
much wider sphere, and Mr Dicker thought that they; 
had a direct and important contribution to make to the 
national economy by doing all in their power to assist 
clients in the successful management of their business,- 

The biggest problems were likely to be with smaller 
businesses, and especially manufacturing ones and he: 
recommended very careful thought on the serious, 
position in which such concerns might find themselves. 

'The President mentioned the Institute's summer 
courses at Oxford and said that much had been done to 
bring about an appreciation of other people's prob-. 
lems, when representatives of those practising and 
those in commerce were brought together for dis-. 
cussions. 

Having congratulated the organizers of this, the first 
annual dinner in Northampton, Mr Dicker said that 
the recent efforts to create interest in tke Peterborough 
area were most noteworthy. It was an area, he con- 
sidered, worthy of development and although he 
would not call it uncharted ground, it was capable of 
exploration. He wished the experiment every success. 

The toast of “The Guests’ was proposed by Mr 
Palmer, who said that it was both gratifying and 
encouraging to have the company of nine district | 
presidents at the dinner. The Reverend W. B. Farrer 
responded. 


SOUTH EASTERN SOCIETY 
OF CHARTERED ACCOUNTANTS 
SEVENTEENTH ANNUAL DINNER 


The seventeenth annual dinner of the South Eastern 
Society of Chartered Accountants was held at The 


Hotel Metropole, Brighton, on Friday, October 191. - 


Mr H. A. Kinney, F.c.a., President of the Society, 
presided and with Mr A. S. H. Dicker, M.B.E., F.C.A., 
President of The Institute of Chartered Accountants in 
England and Wales, received the 270 members and 
guests, who included Mr Anthony Harmsworth, 
Barrister-at-Law; Mr К. I. Julian, с.в.в., Chairman, 
South East Metropolitan Regional Hospital Board; 
Mr Harold Park, F.R.c.8.; and: 


Messrs P. G. Barnett, 4.8.4.4. (Vice-President, Tarner: 
ated Accountants! District Society of Sussex); A. H. French, 
F.R.I.C.S., F.A.I. (President, Brighton and Hove Auctioneers’ 
Association); M. C. Good (H.M. Inspector of Taxes); 
D. A. Green, Е.С.1.8., A.C.A. (Chairman, Chartered Institute 
of Secretaries, Sussex Branch); J. W. Greenwood (H.M. 
Inspector. of Taxes); A. Е. B. Ham, F.c.a. (President, Bristol 
and West of England Society of Chartered Accountants); 
H. E. Harte (President, Institute of Bankers, Brighton, Hove 
and District Centre); R. B. Leech, M.B.E., T.D., F.C.A. 
(President, Birmingham and District Society of Chartered 
Accountants); H. W. Leonard, A.a.c.c.a., F.B.s. (President, 
South Eastern Society of Certified Accountants). 

Messrs T. A. MacFarlane, ®%.А., Р.С.А. Cre 
Liverpool Society of Chartered Accountants); Alan 5. 


Maclver, M.C., B.A. (Secretary, The Institute of Chartered 
Accountants in England and Wales); R. A. Palmer, т.р.,' 
M.A., F.C.A. (President, Leicestershire and Northamptonshire 
Society of Chartered Accountants); T. H. Parker (Official 
Receiver); R. C. Pascoe, J.P. (President, Brighton and Hove 
Chamber of Commerce and Trade); B. Thomas, F.C.A. 
(President, Sheffield and District Society of Chartered 
Accountants); E. К. Wright, M.A., F.C.A. (Vice-Chairman, 
London and District Society of Chartered Accountants). 


Mr Harmsworth proposed the toast of ‘The 
Institute of Chartered Accountants in England and 
Wales and the Accountancy Profession’, Amid ° 
laughter, he confessed, | 


‘I am very ignorant of the nature and extent of your 
work, and when confronted with examples I am completely 


unable to undergtand them; I have never been able to - 


understand why a balance sheet balances. When I cross-. 
examfne an accountant it is about as profitable as bowling 
slow long hops to Len Hutton!’ 


The Profession of the Future 


Speaking of the progress made by the accountancy ` 
profession, he said that in the days when insolvency" 
work predominated, a merchant who took pride in his- 
credit would fever be seen with an accountant, yet' 
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he could not imagine any merchant in credit without 
the help of an accountant. 


*Yours is the profession of the future,' he continued. 'A 


young man asked me to advise him on what career to 
follow, and I told him he should become an accountant 
and, from his point of view, I am sure that was the right 
advice.’ 


Mr Harmsworth spoke of the scope of the profession l 


and the.increasingly important role which chartered 
accountants are called upon to play, and added: 

“When the liberty of the person is threatened the public 
look to the lawyers, but when the liberty of the pocket is 
threatened they look to the accountants.’ 

Lawyers prided themselves that our system of the 
administration of justice was second to none; and the 
status of the accountancy profession in the inter- 
national field was also second to none, largely due to 
the Institute and the apprenticeship which had to be 
served to ensure that the commercial life of the com- 
munity was sustained by men and women of ability 
and integrity. 

'The President of the Institute, Mr Dicker, who lives 
in Norwich but whose family has been associated 
with Sussex for over 500 years, and who was at school 
at Ardingly and served in the First World War as ап 


officer in the Royal Sussex Regiment, replied to the toast. . 


Necessity for Study of New Methods 


The training for Institute examinations, he said, 
and the performances at them were continually given 
careful thought by the Council through its Examination 
Committee, and it was not always easy to know how 
best to develop the regulations to keep in line with the 
quickly changing environment in which the profession 
moved. 

‘In these post-war years, and especially in the last five 
years, the requirements for the qualification of a chartered 
accountant have widened considerably, and the public – 
especially the business public — look to us to give ready 
answers to so many of these new problems.' 

‘This widening of our scope includes new ideas of approach 
towards our older su PR ects such as book-keeping, auditing 
and what might be called advanced accounting, but it also 
involves our close attention and study of many new 
branches of financial importance such as the great strides in 
the art of cost accounting, and now, this new approach to 
our clients in the way of using accounting as an aid to 
management.’ 


The examination syllabus was being kept up to date, 
and changes had to be made with the utmost care. 
There was also a duty on the part of principals with 
articled students to ensure that they were given every 
opportunity to obtain satisfactory experience in their 
everyday office life. Mr Dicker continued: 

‘For some years now the Board of Examiners have not 
been too happy about the general average standard of the 
answers in both the Intermediate and Final examinations. 
So often the answers suggest that the pupil is not getting 
sufficient practical experience in his office, and it is a 
matter of fact that some of the poorest answers are those to 
the more elementary practical questions.’ » 


Low Standard of General Education 


Mr Dicker added: 

‘A further, and, to my mind, more serious anxiety is the 
apparently low standard of general education of examinees. 
You would scarcely believe some of the glaring errors in 
‘spelling, composition and form of expression, let alone the 

egibility and carelessness so often to be found i in hana: 
writing. 
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‘We older generation cannot help wondering what has 
happened to the old basic form of teaching in the rudiments 


„ов ће three R’s. Please do not think that I am condemning 


the whole body of our examination candidates, but I do say, 
and very strongly, that these defects apply to far too many of 
them.' 

Mr Dicker paid tribute to the officers and com- 
mittee of the South Eastern Society, the youngest but. 
one of the chartered accountant societies, which in 
twenty-four years had made notable strides in 
Institute affairs. It had a very satisfactory membership · 
and had successfully tackled the difficult question of 
how to cater for such a large area, The accounts were 
in a healthy position and the present system of a 
capitation grant from the Institute appeared to be 
working well. 

The toast of "The Guests’ was proposed by Mr 
Tonkinson, who said all the members of the Society 
appreciated that so many district presidents had come 
long distances to Brighton to attend. 

In reply, Mr Park said he had read that the profes- 
sion of accountancy owed its origin to the industrial 
revolution, but he felt that there must have been 
accountants soon after the Phoenicians invented 
money. 

The toast of "The South Eastern Society of Char- 
tered Accountants’ was proposed by Mr Julian who 
said that the Society set a high standard of ethics and 
conduct and that its work was of great importance in 
many walks of life in the district. 


Professional Accountants’ Qualifications 
Replying to the toast Mr Kinney declared: 

‘I am proud of being a chartered accountant, but cannot 
say that I am proud of being described merely as “ап 
accountant", This term has been so prostituted that it covers 
on the one hand a professional man or woman who not ned 
has acquired a great deal of experience and knowledge And 
passing what I believe to be one of the most diffi 
examinations of modern times, and having once acquired, 
that status, has to maintain a standard of integrity second. 
to no other profession. 

On the other hand, he said the term ‘accountant’ was 
sometimes used in Press reports to describe, for in- . 
stance, a book-keeper who might be before the Courts. 


Mr Kinney then gave what he described as three 
essential preliminaries for any true professional 
accountant before he was entitled to offer his services 
in public practice: first a long period of training in a 
professional office; then a difficult examination to 
ensure that the necessary technical knowledge had 
been acquired; and, finally, belonging to a professional 
body which not only demanded a strict code of ethics 
but ensured that they were maintained. 

Mr Kinney continued: 

*Practising as I do both in the City of London and in 
Brighton, I know that in London my true professional. 
status is appreciated, but here in Brighton, and it is, I fear, 
true of the provinces generally, I cannot help but feel that 
the only real interest of some of my clients is in the amount 
of fee they pay to have their tax affairs settled, and as 
individuals they are unable to judge the quality or value of 
the service they receive. It is only when difficulties arise 
that the client comes to realize that from a truly qualified 
practitioner he can obtain help and guidance completely: 
outside the world of actual figures. 

“When it comes to an accountant,’ he concluded, ‘I do beg. 
of you all, and the public generally, to make sure that the. 
individual they employ or tecommend i is properly qualified 
to give the services required? | 
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NOTES AND NOTICES 


The Accountant 
Electronic Data-processing Issue 


Applications of electronic computers, or more 
correctly, electronic data-processing systems, and the 
inplications arising from their use are becoming 
increasingly important to the profession. We feel sure, 
therefore, that readers will welcome next week's 
issue of The Accountant, which wil be largely 
devoted to these subjects. 


Personal 


Messrs Cooper BROTHERS & Co, Messrs GATTEY 
& BATEMAN and Messrs Lowe, BINGHAM & 
МАТТНЕУЗ announce that they have agreed to 
amalgamate their interests in Singapore, Malaya and 
Borneo. 

Messrs SPAIN BnoTHERS & Co, Chartered Account- 
ants, of 1 Old Burlington Street, London, W1, and 37 
Brighton Road, Sutton, Surrey, announce that as 
from October rst, 1956, they have taken into 
partnership Mir FREDERICK CHARLES NELSON, A.C.A., 
who has been a member of their staff for over twenty- 
five years. 


Messrs C. C. Payne & Со, of 12 Upper King 
Street, Norwich, announce that the partnership 
previously existing between Mr CHARLES CURTIS 
PAYNE, Е.5.А.А., and MR NonTHCOTE MILES BELLAMY, 
А.С.А., has been dissolved as from October 2oth, 
1956, Mr BELLAMY having retired from the firm. 
The practice will be continued under the same name 
by Mr Payne, 


Exchange Control Modifications 


Some helpful modifications in the exchange control 
formalities were introduced on October 22nd; they 
follow similar measures made earlier this year (noted 
in our issue of March 3rd) and are designed both to 
assist traders and to achieve economies in adminis- 
tration. 

Formerly, completion of an exchange control 
declaration on Form C.D.4 was required in respect 
of exports to countries outside the sterling area for 
goods (other than private gifts in kind) of a value 
exceeding £250 free on board; now the £250 limit of 
exemption has been raised to £500 free on board. The 
new arrangement, which will reduce the number of 
forms to be completed and examined by over 
300,000 a year, may be withdrawn, however, in 
particular cases where closer supervision is thought 
to be necessary. 

A further simplification introduced, is that whefeas 
previously permission had to be sought whenever 
payment was made to a person or firm resident 
outside the sterling area, no exchange control form 


will now be required by the bank authorizing the 
payment in respect of the following: 


(a) in connection with any payment for imports into the 
United Kingdom (or Channel Islands) up to £250 
(unless it is a part payment relating to a contract 
exceeding £250 in total value); or 


(Б) in connection with any p aymient to discharge a 
commercial debt (other than goods purchased) or 
meet professional fees etc. of up to £250 due to a 
person or firm abroad, provided the proposed 
transaction and the manner of carrying it out do not 
run contrary to existing instructions. 
For any payment or contract in excess of £250 the 
present forms and procedures will continue to be 
used. 


London and District Society of 
‘Chartered Accountants · 


PROGRAMME FOR 1956-57 


The first evening meeting in the 1956-57 programme | 
of the London and District Society of Chartered 
Accountants will be held next Tuesday in the Oak 
Hall of the Institute, at 6 p.m., when Mr P. A. 
Macrory, B.A., secretary of Unilever Ltd, will speak 
on ‘Some problems of a company secre Я 

Other meetings to be held in the Oak Hall at 
6 p.m. are as follows: 

Tuesday, December 4th:.'Pensions for self-employed’, 

by Mr T. A. Hamilton Baynes, M.A., F.C.A. 

Tuesday, January 29th: ‘The trade unions’, by Mr G. 
Woodcock, assistant general secretary, Trades Union 
Congress. 

Tuesday, February 19th: 'Surtax on controlled companies’, 
by Mr F. N. Bucher, Q.c. 

Thursday, March 14th: ‘Thoughts on investing’, by 
Mr E. F. J. Plumridge, ¥.1.4., F.8.5. 

Two luncheon meetings have been arranged at the 
Connaught Rooms, Great Queen Street, London, 
W'C2, at 12.30 for 1 p.m. The first will take place on 
Monday, November 12th, when the speaker will be 
Mr A. W. Tuke, chairman of Barclays Bank Ltd. 
The second luncheon will be held on January 21st, 
1957, at which the guest speaker will be the Very 
Rev. A. С. Don, K.c.v.0., D.D., Dean of Westminster. 

The Society’s annual dinner and dance will be 
held at The Park Lane Hotel on Friday, March 29th, 


1957. 
Central London Discussion Group 


The Central London Discussion Group will meet at 
The Lamb and Flag, Rose Street, WC2, next Wednes- 
day, at 6 p.m., to discuss questions arising in the 
current issue of The Accountant. 

New members will be welcomed, and anyone 
interested should write to or telephone Mr Stanley 
Dent, 187 Wardour Street, Wr, Gerrard 7026. Тће 
subscription is ros plus 3s 64 per meeting for 
refreshment¢. 


| 
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National Insurance Draft Regulations 

The National Insurance Advisory Committee have 
been asked to report on draft regulations! which 
extend the periods within which contributions in 
Class 2 (as a self-employed person) or in Class 3 (as 
a non-employed person) may, although paid late, 
count in certain cases for retirement pension, 
widow’s benefit or death grant. The draft regulations 
would extend the period, in the ordinary case, to 
six years from the end of the contribution year in 
which the contributions were due. This period 
would also be applied, with suitable modifications, 
to certain special classes, for example, to persons 
abroad paying contributions as a self-employed or 
non-employed person. 

The committee will consider representations on 
these dra't regulations sent before November 13th, 
1956, to the Secretary, National Insurance Advisory 
Committee, то John Adam Street, London, WC2. 


|The Association of Certified and Corporate 
Accountants: Irish Branch 


At the annual meeting of the Irish Branch of The 
Association of Certified and Corporate Accountants 
held recently in Dublin, the following officers were 
elected: 


. President: Mr Thomas А. Byrne, F.A.C.C.A. 

Vice-Presidents: Mr J. W. Bannon, A.a.c.c.a., Mr M. J. 
McNally, F.A.C.C.A. 

Hon. Secretary: Mr M. F. MacCormac, F.A.C.C.A. 

Hon. Treasurer: Mr J. J. O'Reilly, F.a.c.c.a. 

Committee: Messrs C. R. R. Magrath, M.A., F.A.C.C.A.; 
D. V. Taylor, A.4.C.C.4.; P. Callan, P.C., F.A.c.c.4.; M. J. 
Sheehan, F.A.C.c.4. (Cork). 


The Chartered Accountant Students’ Soclety 
of London 


The folowing meetings of the London Students’ 

Society will be held during next week: 

Monday: Visit to Martins Bank (limited number). 

5.30 p.m., at the Institute: Lecture on “The bank rate 

and monetary policy’, by Mr J. R. Winton, в.сом., 

A.I.B., Assistant Editor, Lloyds Bank Review. Chairman: 

Mr W. G. Densem, Е.С.А., member of the Council of 

the Institute. 

Tuesday, 6 p.m.: Demonstration of Burroughs Account- 
ing Machines (limited number). 

7.30 p.m., at Southend: Lecture on ‘Auditing: verifica- 

tion of assets', by Mr C. Romer-Lee, M.A., A.C.A. 
Thursday, 5.15 p.m., at the Institute: Introductory course 

lecture on "The conduct of a typical case in the Courts', 

by Mr J. R. Phillips, Barrister-at-Law. 

5.30 p.m.: Demonstration of Underwood Accounting 

Machines (limited number). 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on (1) ‘Records leading to items in final accounts’, 
by Mr F. R. Porter, F.C.A., A.C.W.A., and (2) ‘Partnership 
law’, by Mr P. W. Medd, Barrister-at-Lgw. 

Students are reminded that the library and study 
room at 111 Moorgate are open on Mondays to 
Fridays from 9.30 a.m. to 5.30 p.m. The study room 
is available in the evening by prior arrangement. 


1 The National Insurance (Contributions) | Amendment 
Regulations, 1956, and the National Insurance (Residence 
and Persons Abroad) Amendment Regulgtions, 1956, 
H.M.S.O. price 4d each. 
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South Eastern Society of 
Chartered Accountants 
SEVENTH STUDENTS’ RESIDENTIAL COURSE 

The seventh students’ residential course arranged by 
the South Eastern Society of Chartered Accountants, 
and held recently at the Royal Pavilion, Brighton, 
was attended by one hundred and sixteen students: 
106 from students' societies within the Society's area, 
which covers Kent, Sussex, and Hampshire, and ten 
from other areas. The course was introduced by Mr 
Н. A. Kinney, F.C.A., President of the Society, sup- 
ported by Mr С. R. P. Goodwin, F.c.a., President of 
the Sussex Chartered Accountant Students' Society. 

А dinner was held on September 27th, at which Mr 
E. F. G. Whinney, M.A., Р.С.А., a member of the 
Council of the Institute, was the principal speaker. 
The toast of "The Institute’ was proposed by Mr 
B. T. R. Scruby, a member of the committee of the 
Sussex Students’ Society. Mr D. H. Tonkinson, 
A.C.A., Hon. Secretary of the South Eastern Society, 
proposed the toast to “The Students’ Societies’, to 
which Mr M. б. Lickiss, в.5с.(ЕСОМ.), a member of 
the Bournemouth Students’ Society Committee, res- 
ponded. 

The high quality of all the lectures delivered and 
the informal discussions which followed them 
received the full approval of the students, who 
found it immensely beneficial to be able to supple- 
ment their normal studies and professional work 
by expert personal tuition. It is felt by the organizers 
that considerably more students will wish to attend 
future courses to be held if the educational and 
Social success of this one can be maintained, and it is 
hoped that their attendance will again be facilitated 
as much as possible by the very willing co-operation 
given by their principals this year. 


Manchester Chartered Accountants' 
Students' Society 


The lecture meetings of the 1956—57 session of the 
Manchester Chartered Accountants' Students' Society 
commenced at the beginning of October and are held 
every Thursday evening. 

The programme to the end of the year is as follows: 

November rst: ‘Accounting information for management’, 
by Mr F. Carruthers, A.C.A. | 

November 8th: 'Eight years of the Companies Act, 1948', by 
Mr Harold Lomas, Barrister-at-Law. 

November 1 5th: “Taxation: capital allowances’, by Mr T. L. 
Crispin, A.C.A. 

November 22nd: "Ihe role of the accountant in financial 
investigation’, by Mr C. R. Curtis, M.SC.(ECON.), PH.D., 
F.C.1.8. 

November 29th: ‘Modern trends in the presentation of 
accounts’, by Mr G. №. Murphy, B.A.(cOM.), F.C.A. 

December 6th: ‘Convertibility: its meaning in theory and 
practice’, by Mr G. Clayton, M.a. 

December 23: Debate. 


All these meetings will be held at the Chartered 
Accbuntants' Hall, 46 Fouritain Street, Manchester, 2, 
at 6 p.m., preceded by tea, for which no charge is 
made, at 5.30 p.m, in the Three Shires Restaurant, 
6o Spring Gardens. 


Overseas Officials Study British 
Taxation System 

Twenty-seven specialists from fourteen countries are 
now in London, taking part in a course of study and 
organized observation of the administration and 
collection of central and local government revenue in 
the United Kingdom. .The course has been specially 
designed for overseas officials by the British Council 
in collaboration with H.M. Treasury, the Board of 
Inland Revenue, H.M. Customs and Excise and the 
Institute of Municipal Treasurers and Accountants. 

. The first part of the course, from October 8th to 
November 2nd, consists of a series of lectures on 
methods of government and administration with 
particular reference to financial administration and 
control, and direct, indirect and local government 
finance. Thére was а visit to the Port of London on 
Thursday and members will visit a local government 
authority next Wednesday. 

.For the second part, from November sth to 
December 15th, members will disperse to undertake 
practical work with revenue departments and local 
authorities. ` 
` Members of the course come from British Guiana, 
Burma, Ceylon, Cyprus, India, Indonesia, Terael, 

· Japan, Libya, Malta, Nigeria, Pakistan, Philippines 
and Viet Nam. 'They are in Britain under United 
Nations awards, the Colombo Plan, Colonial Ore 
suppress or have been веће by their Governments,” 


Hockey 
Сик ACCOUNTANTS 3; Law SOCIETY О 

Тће annual hockey match between the Law Society 
and the Chartered Accountants was played at 
. Richmond’ on Wednesday, October rirth, and 
although keenly contested, the standard of play was 
not as high as it has been in previous years. The 
Law Society started strongly and Tubby saved well 
from the edge of the circle, but the Accountants soon 
settled down and took up permanent residence in 
tlie Law Society half, their goal suffered several 
narrow escapes and eventually Lowth opened the 
scoring from a short corner. 

For a while, at the commencement of the second 
half, the Law Society forwards showed better com- 
bination but Kay and Lowth were always in com- 
plete command and the Accountants’ goal was never 
seriously threatened. At the other end the Law 
Society defence also played with confidence but 
their task was relatively easy because the Accountants 
were a man short and played four forwards only. 
‘The best moves of the match came mid-way through 
the second half when Robson centred well from the 
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left wing and Key scored the Accountants’ second 
goal. Within a matter of seconds Key, Mallinson 
and Robson had raced the ball through for Robson 
to shoot the final goal. Warren was a tireless worker 
for the Law Society апі Кеу was Засан the 
outstanding forward on the field. 


| TEAMS 
Chartered Accountants: D. A. Abby. (Westcliff), P. с. 
Қау (Hampstead), М. К. T. Lowth (Southgate) (captain), 
. R. Fyson (Cheam), C. ''hompson (Wimbledon), P. D. 
Clarke (Blackheath), C. J. Key (Bath), R. J. С. Mallinson 
(Hampstead), G. Robson (Purley), J. D. Liggatt (Brox: 


bourne). 

The Law Society: A. H. Kurtz (Hampstead), H. R. 
Haughton (Richmond), T. W. О. Matheson (Spencer), 
R. P. T. Riley (Surbiton), P. W. Т. Warren (Mid-Surrey) 
(captain), G. Lewis (Wimbledon), W. O. Nicholls (Old 
Cholmeleians), A. D. Perriman (Merton), P. С. Benham 
(Colchester), C. Dorman (Surbiton),. D. S. Morgan 
(Guildford). ' | 

Umpires: R. W. Coley and Major, R Edwards. 


Chartered Accountants’ Golfing Society. 


'The autumn meeting of the Chartered Accountants’ 
Golfing Society was held at Burhill Golf Club on 
Friday, October sth, when fifty-six rgembers attended. 
The leading returns and prize-winners were: 


MEDAL COMPETITION 


R. T. Васко 87—11=76 wins 1st prize with 
| best score over last 

| . nine holes. 

T. W. A. R. Auker 82— 6-76 wins and prize ~ do. 

А. J. Barsham 93—17=76 

S. P. Bouverie · 94—18=76 

W. B. Henderson 82— 6=76 

R. A. Daniel 86— 9—77 : 

R. D. Henderson 81— 4—77 wins scratch prize, 

M. Stuart Smith 87—10=77 

J. D. де Putron 90— 122278 

W. J. Lee .. 9r—137—78 

T. C. Miller ' 92—142 78 

. S. W. Penwill . Scil aid 

J. H. Shaw .86— 8=78 

G. L. Wiener 94—16—78 

D. H. Brown 92—13=79 

D. Н. Pratt 95—16—79 

J. E. Talbot 97—17=80 

D. L. Thomas 93—13—80o 


STABLEFORD FOURSOMES | 
I. S. Johnson and S. B. Pendock 37 points win 181 


prize. 

J. H. Bradfield and P. Knight - i BBE 4, win anc 

А prize. 
R. D. Henderson апа У. Jardine Kerr 32 ,, 
R. А. Daniel and Н. C. Staines xc 8255 
H. E. Harden and A. M. Lotery .. -32 , 
R. Darby and A. B. Green .. «131 у 


R. T. Bucknill and J. D. de Putron 30 » | 


'TunQUAND-YouNG CHALLENGE CUP 
Aggregate of medal scores at summer and autumn meeting: 
G. L. Wiener 683+78=146 
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King George VI Memorial Fellowships 
To commemorate the contribution to Anglo- 
American understanding made by King George VI, 
the English-Speaking Union of the United States 


has raised a sum of money to enable young British 


men and women to continue their scientific and 
technical education in American institutions. For 
the academic year 1957-58. between twenty-five and 
thirty fellowships will be awarded in the following 
two categories: (1) graduates of British universities 
who wish to-take post-graduate courses at Ámerican 
universities; (2) students of British technical 
colleges who wish to take courses at similar institu- 
tions in the United States. 

In the United Kingdom the selection of candidates 
will be in the hands of a committee with headquarters 


at 37 Charles Street, Berkeley S , London, Wr. , ~" 
о eet ос оке УУ E Mr L U. Sidate was methodically examining his 


PLACEMENT 


A committee in New York will assign candidates to^ 


the institution in the United States best suited to 
their needs, having due regard to the desirability 
of wide geographic distributions within the United 
States. Candidates who wish to be admitted to a 
particular institution may so indicate, but it must be 
understood that the committee is in no sense bound 
by the preferences expressed by applicants. 


STIPEND 
The stipend of each fellowship will be $2,500, plus 
the cost of tuition (unless remitted by the host 
institution), and the minimum cost of travel between 
the candidate's home and the educational institution 
which he is to attend. 


QUALIFICATIONS" 
All candidates must be: (a) citizens of the United 
Kingdom or Northern Ireland, either by birth or. 
by naturalization; (6) holders of a British university 
degree, or candidates for such a degree in the summer 
of 1987 (Category 1); holders of a Higher National 
Certificate, or candidates for such a certificate in the 
summer of 1957 (Category 2); (c) not less than 18 nor 
more than 30 on August 31st, 1957; (d) unmarried. 


APPLICATION PROCEDURE 
Application forms and full particulars can be 
obtained from Mrs D. R. Dalton, B.A., King George 
VI Memorial Fellowships Committee, 37 Charles 
Street, Berkeley Square, London, Wi. Completed 
forms, with all supporting documents, must be sent 
to Mrs Dalton not later than November roth, 1956. 
Qualified accountants and students who have the 
qualifications specified above are eligible for a 
fellowship if they are interested in business adminis- 

tration or personnel management. • 
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The Accountant Air-mail Edition 


Not all overseas readers may be aware that an air- 
mail edition of The Accountant is published. Printed 
on special thin paper of high quality, this edition 
may be received by subscribers abroad within a few 
days of publication. The subscription for the air-mail 
edition 186 15s oda year, including additional postage, 
irrespective.of the country to which copies are sent. 

Overseas readers who are interested in. receiving 
the air-mail edition, or anyone who may wish to send 
The Accountant to relatives or friends overseas, should 
write to Gee'& Co (Publishers) Ltd, 27-28 Basinghall 
Street, London, EC2, England. 


Our Weekly Problem 
No. 141: APPLES AND PEARS 


apples and pears, 

"The apples аге а one-over crop,’ he said. 

‘What do you mean?’ asked Mr U. N. Ravel. 

‘I have five kinds of apples and each kind has 
produced a number of apples which is a fraction of 
the whole (including the pears) with the figure one: 
as numerator. The pears did not conform to this 
remarkable coincidence but the crop was 49. The 
Coxes produced the least but were over 8 per cent, 
of the total of apples and pears. The Laxtons were a 
record – the only crop over 100.’ 


How many Coxes were there? 
The answer will be published next week. 


ANSWER TO No. 140: THE INDIARUBBER TRUST 


The sum of the holdings is £3,370 which leaves a remainder 
of £1 when divided by three. Only one of the individual 
holdings has this property, namely £310, so this must be 
the one left to the trust. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant OF OCTOBER 29TH, 1881 
A note entitled ` 
TOUTING 

A correspondent, who sends us a cutting from 
the columns of a provincial Fike a adm asks is this 
advertisement considered as “touting” 
IF you Want to Rent or Purchase „> Estate, have 
Property Managed, or if you Want То Let your 
Premises, or Dispose of your Business, apply to ; 


CHARTERED ACCOUNTANT, 
at the offices of 
THE WHOLESALE TRADERS’ ASSOCIATION, 
No. —.——— STREET, 


. MOTOR — FIRE — CONSEQUENTIAL LOSS 


CAR & GENERA 


83 PALL MALL, LONDON, за 


INSURANCE 
CORPORATION 
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OFFICIAL NOTICES: 


'The Institute of Chartered Accountants 
of Scotland 
(Incorporated by Royal Charter in 1854) 
Diet of Examination, December 1956 


The next diet of examination will be held in Edinburgh, Glasgow, 
Aberdeen, Dundee and London on the following dates: 
INTERMEDIATE EXAMINATION: 
Thursday and Friday, December 13th and 14th, 1956. 
FINAL EXAMINATION: 
Monday, Tuesday, Wednesday, Thursday and Friday, 
December roth, 11th, rath, 13th and 14th, 1956. 
The closing date for receipt of examination entries is November 
I5th; other details of entrance fees and procedure for entry are 
set out in the Institute's Syllabus of Examinations (dated 


September 1953). 
By order of the Council, 
E. Н. V. McDovcarr, 
27 Queen Street, : Secretary. 
Edinburgh, 2. 


NationaL Солі. Boarp invite applications for a superannuable 
appointment in the Organization and Methods Group at London 
Headquarters, to undertake studies of office organization, staff 
, and office methods and mechanization. Applicants should prefer- 
ably have experience in organization and methods or similar work, 
a recognized professional paleo or a university degree, and 
rience in a position o nsibility in a large organization, 
Salary, within inclusive scale | 1,006 to £1,286 (male), according 
to qualifications and experience. 
rite, with full iculars of age, education, qualifications and 
experience, to National Coal Board, Staff Dept., Hobart House, 
E Sw, marking cavelope не : before November 
1ath, 1956. 





North West Metropolitan Regional 
Hospital Board 
'ÜTREASURER'S DEPARTMENT 


SENIOR ACCOUNTANCY ASSISTANT required on salary scale 
Grade F, £678 -£837 ph IW London Weighting. Person 
appointed will be requir e charge of the Accounting 
Section. Preference will be given to a young qualified man or one 
studying for a professional examination. 

Apply, stating age, qualifications, and experience, and giving 
the names of two referees, to Secretary, North West Metropolitan 
Regional Hospital Board, 114 Portland Place, W1, by November sth. 





National Dock Labour Board 


Applications are invited for the post of SENIOR AUDITOR for the 
orth Midland Region. Candidates should be capable of organiz- 
ing and supervising the audit work and staff in the Region, under 
the gen supervision of the Chief Auditor; preparation and 
scrutiny of audit reports and trai of Auditors and Audit 
Clerks. Additionally.. a background knowledge. of the Dock 
Industry would be an advantage. Successful applicant will be 

to reside in Liverpool. 
egie scale £1,015 rising by five annual increments to £1,205 
a. plus subsistence allowance ~for nights spent away from 
Liverpool. Pension Fund and Assisted House Purchase. 
Applications оп form obtainable from 22-26, Albert Embank- 
ment, London, SEr1, to be returned by November 7th. 
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Accountants for Nigeria 


The Western Region Раа Development Board of Nigeria 
has a vacancy for a Cosr ACCOUNTANT. 

It is essential that the candidates should havea sound knowledge 
of plantation accounting, у cost accounting, as the 
selected candidate will in-the instance be required to design 
and install cost accounts at the Board’s several plantations.’ 
These range in size from about 500 acres to 12,000 acres. Гуо of 
о and 8,000 acres аге rubber plantations, while the largest 

antation of 12,000 acres mixed crops, mainly oil palms, cocoa 
tnd citrus. Each plantation will have its own processi ng factory, so 
that the applicant should also have a. knowledge of processing 
accounts, The applicant will also be required to supervise the 
accounting at two existing processing factories independent of 
plantations. 

The commencing salary will be in the range £1,100-{£1,470, 
excluding Inducement Allowance which will be £270 or £3 
annum, according to point of entry which depends upon aeta 
cations and experience. 

Other terms of service include partly furnished accommodation 
st one-twelíth of the basic salary; i medical service; outfit 
allowance; frée first-class passages for wife and for children not 
over the age of thirteen once each tour and up to three in number; 
car purchase facilities on favourable terms and generous car 
allowances. Home leave at full pay at the rate of Буе days per 
month of overseas service. Employees are required to contribute 
up to ro per cent of their вајагу to a Provident Fund, their | 
contributions being matched with an equivalent contribution by 
the Board and carrying interest at the rate of 3 per cent. 

The normal length of tour is eighteen to twenty-four. months, 

Applications,- in duplicate, together with tails ` of 
experience and qualifications, and the of three 

referees should ba sent to: The London Representative, 
Board, 18 Grosvenor Gardens, London SWi. 
November 30th, 1956. 


.R.P.D. 
Closing date: 





Merseyside and North Wales Electricity Board 


SENIOR AssISTANT (DzBTOns' LEDGERS) to be directly responsible 

to the Superintendent in charge of Income Accounting, required 

in the No. 2 Sub-area Accountant's Department, Eversle m 

е Salary within the range 5780-5855 p.a. (NJ. 
rade 

The vol involves control of staff engaged on meter reading, 
invoicing of electricity and appliance sales (including hire- 

purchase), maintenance of ledger accounts, collection of accounts 
ind related sales statistics. Experience of ‘such work in'a public 
utility or commercial undertaking 18 desirable. Possession of an 
accountancy qualification will be an advantage. 

The appointment is subject to medical examination. Pension 
scheme, 

Applications, stating age, education, qualifications 
experience, should be sent to the Manager, Мо. 2 Sub-area, 
Sandiway House, Nr. Northwich, Cheshire, to reach him not later 
than November 7th, 1956. 


and 





HOTELS AND RESTAURANTS 
HAMMERSLEY KENNEDY & CO, 19 Hanover 


Square, London, W1, have since 1899 specialized in the 


sale and valuation of hotels and catering businesses 
to the exclusion of any other branch of estate 
agency. The partners are members of the leading 
professional bodies. 





ROYAL EXCHANGE 


INCORPORATED A.D. 1720 
Heap Orrice: ROYAL EXCHANGE, Гомром. Branches throughout the Country. 


ASSURANCE : 


Accountants ate 
invited to apply for the 
Corporation’s Agency. 


el 
catt 
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ESTABLISHED 1874 ~ 
VOL. CXXXV. NO. 4272 


AN IMPORTANT ISSUE 


N his presidential address to the physicists at the British 
Association's meeting this year, SIR GEORGE THOMSON, F.R.S., 
said that the introduction of electronic computers to science 


‘may almost equal in importance the introduction of mathematics 


in the seventeenth century. In like fashion, it might be stated that 
the electronic computer will probably be the greatest influence on 
accountancy since the invention of double-entry book-keeping in 
the fifteenth century. The prospect is both exhilerating — because 
of its great promise and possibilities – and frightening, because 
of its imminence. In the normal course, the perfection of new 
inventions is a slow process but, as окр HALSBURY points out 
on another page, the circumstances of the times have contrived to 
accelerate the development of computers and what, a few years ago, 
was a mathematician's dream has become a commercial reality. 

Now change, as Hooxer is reputed to have said, is not made 
without inconvenience and, in consequence of this rapid march 
of events, members of the accountancy profession may very soon 
find themselves faced with the job of radically reorientating their 


established ideas on auditing. They will have to evolve techniques 


and procedures-appropriate to an entirely new medium for 
recording commercial information but, before doing so, they will 
have of necessity to appreciate what an electronic computer is, 
how it works, what are its powers of performance and what its 


limitations. The task will call for a considerable effort — especially 


by older accountants, set in their ways, who had previously 
thought that the whole awkward business could safely be left to 
the next generation —but it is an effort which will have to be made 
because the acquisition of a sound working knowledge of any new 
development affecting his profession is a duty which every account- 
arit owes to himself and to his clients. 

In recent years, we have reflected in these columns the growing 
interest in electronic computers by publishing from time to time 
contributions describing their nature and purpose and, also, 
their impact on accounting and auditing methods. In this issue, 
we have gone a stage further by devoting most of our space to 
articles on electronic data-processing systems and the implica- 
tions arising from their use. Each of the contributions deals with 
the subject from a different aspect but they all have certain 
‘qualities in common. In the first place, they are authoritative 
without being obscure..Secondly, they put electronic accounting 
in exactly the right perspective by regarding it as something 
which need not be, feared but which must be properly understood 
and controlled. Finally, they stress, directly or by implication, 
some of the practical problems whigh accountants, in this brave 
ttew age of automation, will soon have to surmount. 
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M. essage to Readers 


from 


THE RT. HON. THE EARL OF HALSBURY, F.R.I.C., F.Inst.P. 
Managing Director, National Research Development Corporation 


HE first electronic computing device went 

into action about eleven years ago. The first 

electronic digital computer of modern 
type followed it in the summer of 1948. 

It is always difficult to establish the historical 
origin of an invention. Tracing it backwards, one 
usually encounters a discontinuity prior to which 
abortive efforts of a sporadic character can be 
recorded, none of them truly ancestral in respect 
of everything succeeding the discontinuity, the 
date of which marks for practical purposes the 
making of the invention. As a general rule, ten 
years or more elapse after the date of an invention 
before it issues in results. At the expiry thereof, 
the shape of things to come begins to be manifest. 

By this criterion computers have evolved fast. 
This has been due to two causes. First, they were 





designed in overt response to the clearly expressed 
needs of mathematicians, and secondly, those 
mathematical needs were closely linked to defence. 
Much public money has accordingly been ex- 
pended on each side of the Atlantic in developing 
computers and putting them to practical use. 
The development of computers for commercial 
work has therefore received a large concealed 
subsidy in the form of development and supply 
contracts for defence purposes ~a subsidy con- 
cealed only in the sense that skilled man-power 
assembled for one purpose could be easily re- 
deployed on one closely associated. 


Not that the development of computers [ог 
commercial purposes has been. easy. In fact all 
computer design and manufacture is exceptionally 
difficult. The successful consummation of any. 
computer project is the ne plus ultra of electronic 
engineering. | 

Whereas mathematicians — however argumenta- 
tive they may be as to how a computer should 
work —are quite clear-headed about the sort of 
task a computer should accomplish, accountants 
have had much more difficulty in writing a 
specification for what they want accomplished, 
so that commercial, as opposed to mathematical, 
computers are in their relative infancy. 

Before anyone can specify what the computer 
should be like, someone has to catalogue the 
whole of what it must do, and the first discovery 
made in connection with such a programme is 
that no ohe knows the whole of what must be 
done. In these circumstances, a tentative and 
sectional approach along experimental lines is the 
most that can be attempted to start with. 


I feel it may be regarded as somewhat of a 
portent that Яп issue of The Accountant should 
be “devoted to the application of electronic 


. calculating machines. to accounting processes at 


so early a stage in their development. I hope 
that the cross-fertilization of ideas which must 
ensue will reward the editorial board for their 
initiative in 'embarking upon its compilation. 


Pss 
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ELECTRONIC COMPUTERS AND 
DATA PROCESSING 


by H. J. CRAWLEY, B.Sc.(Eng.), A.M.LE.E. 
Manager, Computer Project, National Research Development Corporation 


HE question ‘What is an automatic 
electronic computer?’ is one which might 
well be asked today by the uninitiated, 
faced with the considerable publicity, clouded 
. by the emotional content of the term ‘electronic’, 
which these devices have received. А computer 
may be broadly defined as a person or a machine 
which is capable of taking in information and 
performing reasonable — that is to say, logical – 
operations on the information and of providing 
output answers, in other words, processed 
. information. Ап automatic computer is such a 
computing machine which is capable, when 
properly instrycted or set up, of performing 
automatically, without the intervention of an 
operator, long sequences of operations; the types 
of operation carried out being, for example, 
additions, substractions and transfers of numbers 
from one location to another. 

The ‘information’ with which. we are here 
concerned is primarily numerical data; it will 
certainly be so in the case of mathematical 
computation but the computer may process non- 
mathematical data which may be other than 
numerical. It is important to appreciate that the 
use of one of these machines to perform mathe- 
matical calculations is only one specialized use to 
which they can be put. ` 


The Computer а Digital Device 

For all practical purposes today all automatic 
computers are ‘electronic’. This term in its 
narrow connotation implies the use, in the con- 
struction of the machine, of the techniques of 
electrical engineering based upon the thermionic 
valve and equivalent devices. The term ‘elec- 
tronic’, however, has come to be adopted to 
encompass a whole range of new engineering 
techniques which have arisen in the last ten to 
fifteen years – techniques which, stated broadly, 
are concerned with the automatic processing of 
information. . 

The automatic electronic computer is essentially 
a digital device like the conventional adding 
machine, and handles the numerical or alpha- 
betical information as strings of digits - numbers 
or letters - in a manner analogous to the manner 
in which the information would bg handled in 
ordinary pencil and paper arithmetic operations. 


It is perhaps necessary to make this point, as a 
class of computing machine exists, the analogue 
computer, in which numbers are represented by 
comparable physical magnitudes such as voltages. 
Analogue systems, however, have little signifi- 
cance in the data-processing field; certainly not in 
the clerical data-processing field. 


Babbage’s ‘Analytical Engine’ 
The development of the automatic electronic 
computer has been founded upon the evolution of 
electronic techniques and upon developments in 
the fields of communications and automatic 
control which have taken place during and since 
the Second World War. The development has 
taken place primarily because of the growing need 
for computational solutions to many of the pro- 
blems arising in the fields of engineering and the 
physical sciences, but the concept of an automatic 
computer is by no means a new one. Over one 


-hundred years ago Charles Babbage, of Cam- 


bridge, proposed the construction of an ‘analyti- 
.cal engine’ which in principle would have been 
functionally the same as a modern automatic 
computer. It was to have been, of course, 
entirely mechanical in operation comprising a 
store for numbers, a device called the mull, for 
performing arithmetic operations on numbers 
from the store; a control device for ordering the 
sequence of operations and the transfer of 
numbers from one part of the machine to 
another part and input and output devices. 

Babbage proposed for the store, counter 
wheels comparable with those of a present-day 
desk calculating machine and, it is extremely 
interesting to note, for the control system he 
proposed to use a punched-card mechanism 
based upon the mechanism of the Jacquard loom 
which uses a chain of punched cards — bearing a 
close relationship to the present-day punched 
cards —to control the operation of the loom in 
producing a desired pattern in the woven 
material. 

Unfqrtunately, Babbage's ideas were beyond 
the technological abilities of the time and were 
fofgotten, and although the development of 
hand-operated and electrically-driven calculating 
machines and of electto-mechanical punched-card 
tabulating machines proceeded rapidly from the 
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end of the last century, these developments — 
which have had a tremendous impact upon 
business and financial procedure — did not, to any 
significant extent, embody the essential features 
of the automaticaly sequenced machine en- 
visaged by Babbage. 


Тће Control System 


The secret of the operation of the automatically 
sequenced machine lies in the control system. It 
is relatively straightforward to envisage or 
construct elements of a machine which will 
perform single simple operations such as the 
addition of two numbers. It is only necessary to 
think of simple mechanical adding machines and 
their electrical or electronic equivalents which do 
such jobs very well. Similarly, apparatus can be 
conceived to store numerical and other informa- 
tion. In order, however, to arrange these elements 
so that they can perform a desired series of 
operations, they must be so interconnected and 
modified that numbers can be transferred 
between them and they can be activated to carry 
out their functions — additions, subtractions, etc. 
— at the appropriate time. This overall surveillance 
and dictation of operation is carried out by the 
control system. ЈЕ is of the essence, in an auto- 
matic computer, that a complete sequence of 
operations is broken down into fundamental 
steps of operation which are caused to occur 
separately by the control system. 

Clearly, the control system must itself be 
guided through these steps by a mass of ‘instruc- 
tion data', each separate instruction of a sequence 
of instructions being effective, when the preceding 
instruction has been completed, in setting up the 
pattern of interconnections and activation re- 
quired to perform one simple operation such as, 
for example, the removal of one number from 
an assigned location in the store and its trans- 
mission to an adding unit where it is added to the 
number already standing in the adding unit 
register. It was this necessary instruction infor- 
mation, which has to be prepared in advance by 
the user of the machine, which Babbage proposed 
should be recorded on the Jacquard punched 

The First Computer 
It was not until 1944 that a machine, embodying 
principles similar to those proposed for Babbage's 
‘analytical engine’, was first constructed jn the 
United States. This machine, called the ‘Auto- 
matic Sequence Controlled Calculator, was 
conceived independently by Howard H. Aiken, 
of Harvard. The ascc is ай electro-mechanical 
machine which drew heavily upon the existing 
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techniques of punched-card machines. It was 
the forerunner of a series of developments in the 
United States and in Europe which has brought 
the automatic electronic computer to its present 
advanced state and laid the foundation for the 
very considerable electronic data-processing 
industry. 

Following the Automatic Sequence Controlled 
Calculator, the first truly electronic machine 
designated, ENIAC was completed in 1945. Physi- 
cally ENIAC is very large, but has a quite restricted 
storage capacity and was intended for the 
restricted computational role of calculation of 
ballistic tables. ENIAC is also distinguished from 
the following main stream of the automatic 


electronic computer development by the fact that- 


the sequencing of its operation is determined 
largely by electrical interconnections set up in 
advance by the operator. In the true automatic 
computer the sequencing is controlled, as in 
ASCC, by instruction information held inside the 
machine, in the same form as the data on which 
the operations are to be performed is stored 
within the machine. It is this ‘stored program’ 
feature which provides the essential versatility 
and flexibility of the automatic computer. 

Following ENIAC has come a series of machines, 
substantially parallel development taking place 
in the U.S.A. and in the United Kingdom, 
which has culminated in machines such as the 
Univac series of Remington-Rand and the 700 
series of the International Business Machines 
Corporation. 

In the United Kingdom experimental machines 
suitable for mathematical work were operating 
at Cambridge and Manchester as early as 1948. 
Another early development in the United 
Kingdom was the AcE pilot model at the National 
Physical Laboratories. These, coupled with 
independent and sponsored developments by 
industry have resulted in the availability in the 
United Kingdom today of a number of machines 
from manufacturers — such as Ferranti Ltd, The 
English ElectricCo,and Elliott Bros.(London) Ltd 
— which are primarily intended for mathematical 
computation, as well as several somewhat smaller 
machines from the punched-card manufacturers. 


These mathtmatical machines are of significant 
value when used in non-mathematical data- 
processing roles, an outstanding example being 
the LEO machine developed by J. Lyons & Co 
which, technically, is а descendant of the first 
Cambridge experimental machine EDSAC, and 
is being operated with considerable success on 
clerical work. 
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The Anatomy of an Electronic Computer 


Any automatic computing system comprises 
essentially three functional divisions: the com- 
puter itself and input and output portions 
which accept data for processing from the 
outside world, and provide the output of pro- 
cessed information — usually in printed form. 
All clerical work, like accounting operations, is 
essentially a set of procedures on given informa- 
tion designed to arrive at desired end results – 
the processed data or answers. The information 
to be processed, if not numerical, can still be 
handled; there is no fundamental difference 
between numerical and alpha-numeric data. In 
principle, a computing machine, so long as it is 
appropriately constructed and instructed, can 
equally well progress through sequences of 
operation involved in, say, calculating a table cf 
square roots, taking note of quantities and prices 
and preparing an invoice, and sorting a list of 
names and addresses into alphabetical order. It is 
this versatility of machines developed originally 
for purely mathematical purposes, and the 
appreciation that machines identical in principle 
to the mathematical machine could be constructed 
which would be even better adapted for clerical 
type operations, which has led to the adoption of 
the expression 'data processor' to describe them. 
The term ‘electronic data processing machine’ is 
to be preferred to ‘electronic computer’ as it 
avoids the narrow mathematical implication of 
‘computer’ and stresses the non-mathematical, 
non-numerical aspects of the machine or system. 

When large, complex electronic data-processing 
systems are considered, the relative size of the 
computer or central processing unit shrinks, 
while the size and complexity of the input and 
output become considerable. The input portion 
of the system itself becomes a large storage 
system which is ancillary to, and external to, the 
working storage provided in the central processor. 
The input system in many cases will functionally 


be the equivalent of a filing system and may be 


provided with a degree of autonomy in that it may 
be designed to carry out some operations, such as 
the selection and extraction of data and the 
conversion to stored form, of information from, 
for instance, keyboards, without the intervention 
of the central processor. 


Main Features of Processing Unit 
The main features of a central processing unit 


are (a) its arithmetic unit, where are performed. 


the operations, such as addition, subtraction, 
comparison, selection, etc.; (6) a working data 
store; and (c) the control system, "the effect of 
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which permeates the whole central processor and 
extends to the control of the associated input, 
external storage and output apparatus. It must be 
appreciated that only operations specified by the 
set of instruction data which has been provided 
in the machine, can be performed, so that the 
only data-processing operations which can be 
carried out are those which have been planned 
down to the finest detail and for which the 
requisite set of ‘instructions’ have been prepared. 
The instruction data which controls the control 
system is, in general, held in the same storage 
system as the data which is being worked upon. 
This is the ‘stored program computer’ concept 
which is so powerful as it enables pieces 
of instruction data to be processed in the same 
manner as the working data, with the result that 
a computer may modify its own instructions as it 
proceeds. The significance of this will be appreci- 
ated when it is realized that an automatic 
computer would be valueless if every separate . 
operation it was required to perform had to be 
set up by an operator in the table of instructions 
within the machine. Only by sc organizing the 
system that the same instruction data, or basically 
the same instruction data suitably modified by an 
automatic process, are used repeatedly, is it 
possible to process a large volume of data with a 
manageable amount of program preparation. 


A Vital Feature 


‘A further vital feature із the ability to branch 


in the sequence of instruction; that is, to take 
one of several alternative paths through sequences 
of instructions, the choice being conditional 
upon some criterion being established by a test. 
For example, it may be necessary to carry out a 
short sequence of operations ten times on some 
given data, and then repeat the sequence on a 
further set of data. It would, of course, be 
possible to provide, as stored instructions in the 
machine, all the instructions required for the ten 
repetitions. This would, in general, be clumsy, 
however, so a single set of instructions would be 
provided, together with some instructions which 
causes a count to be kept of the number of times 
the machine passes round the loop of instructions. 
The effect is that at the end of each completion, 
the ‘count’ is examined automatically to discover 
whether or not it was less than ten. If the 
‘count’ is less than ten, the control unit directs 
the sy$tem back again to the beginning of the 
sequence and at the same time increases the 
‘count’ by one. When the automatic test indicates 
that the ‘count’ is ten, the control unit ‘jumps’ 
to the next sequence of instructions. 
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Methods of Storage 
'The requirements of the internal storage of the 
control processing unit of an electronic data- 


processing system, are met by a variety of storage 


media which have been developed and first 
found application in mathematical computers. 
By far the most important medium is magnetic 
storage which is of two main kinds, magnetic 
drum storage and magnetic core storage. 

In drum storage, the information is recorded as 
magnetized spots on tracks on the surface of a 
rotating drum, while in core storage, each 
separate element of information is recorded as 
the state of magnetization of a tiny core of 
magnetic material. Both of these storage systems 
ate capable of being produced with storage 
capacities of the order.of 100,000 binary digits 
ie fundamental element of information is the 

ary digit, and decimal digits or alphabetical 
Danis will be represented in coded form by 
groups of binary digits) and speeds of access to 
desired blocks of data varies from, say, 10 or 
20 milliseconds (thousandths of a second) in 
the case of a drum to a few microseconds 
(millionths of a second) in the case of the core 
store. | 

These forms of store, while being excellent as 
the working storage space of the computer, 
are not feasible as solutions to the problem of 
providing the vast storage capacities required 
for the main or external storage of a large data- 
processing system. The massive storage systems 
required are in general provided by magnetic 
storage on tape or film of the kind used for sound 
recording, and by this means storage capacities 
corresponding to many millions of characters 
can be achieved in quite small volumes. 

The development of such massive ‘storage 
systems in the U.S.A. has been somewhat in 
адуапсе of comparable developments in the 
United Kingdom: magnetic tape and film stores 
‘which are capable of operating as the storage 
files of a data-processing installation are, how- 
éver, now coming into service in the United 
Kingdom: Magnetic tape or film storage has 
certain inherent disadvantages when called upon 
to provide the vast storage capacities involved in 
the maintenance of the records in a business 
data-processing system. These difficulties arise 
in thé main from the relatively long access time 
involved in reaching data located at distant'points 
along the tape. This access time problem can bea 
severe limitation on the potential аа, of 
high-speed central processing units. 

It must be remembered that with minor 
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exceptions these processing systems are essenti- 
ally serial in operation, dealing with only one 
thing at a time, and speed of access to the next 
block of data to be worked on is of paramount 
importance. Various systems of massive storage 
with rapid access are being developed which will 
permit ‘on line’ processing of data as the demand 
for processing arrives at the input of the system. 
Such systems giving rapid random access to 
stored information are as yet of interest in 
certain special applications only, but their 
value, for example, in banking operations where 
rapid access at random to information on selected 
accounts is required, is obvious. 


Input and Output Problems: 


The problems of output of information resolve 
themselves into problems of próviding high- 
speed or multiple printing-out facilities and 
these, fortunately, are not problems which 
present grave technical difficulties. High-speed 
printers are available which can print as fast 
as one thousand lines a minute and printers | 
such as this, so long as adequate provision can 
be made to.organize and distribute the flood of 
printed information, can cope with most forsee- 


' able situations. 


Itison theinputside of data-processing systems 
that the position is less satisfactory. Apart from 
the automatic introduction into the system of 
information on punched cards or punched 
paper tape, the input of information is still 
essentially a problem involving human operators 
and keyboards which form the link between 
traditional paper work and the machine, The 
initial preparation of punched cards or paper 
tape also involves this human operator link. It is . 
in this area of information input that we can look 
for the most significant developments by the 
extension of automaticity to the input operations 
and by the provision of forms and printed records 
in a fashion which permit direct and automatic 
translation into machine language to take place 
without the intervention of an operator. 

Automatic reading devices are being developed 
but there is scope for further development if the 
full benefits of the new electronic techniques are 
to be realized. Other advances will flow from 
changes in methods which will permit much 
information to be retained in language acceptable 
to the machine and capable of being transmitted 
by telecommunications techniques from place to 
place, so that the concept of centralized data- 
processing systems in large organizations may be 
ве | | 
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.APPLICATION OF DATA-PROCESSING 
EQUIPMENT IN THE OFFICE 
SOME INTERNAL AUDIT IMPLICATIONS 

by E. C. R. WILLIAMS, A.C.W.A., A.M.LLA., and D. J. BAILEY, B.A. 


A. THE PROBLEM · 
WHICH MANAGEMENT FACES 

ANAGEMENT is continually faced 

‘with the neéd to consider new methods of 

processing, in every field, and the 
processing of clerical data is по exception. 
Management decisions have to be made about the 
adoption of any new method after giving due 
~ thought to the questions: 

(1) Is this going to give a better answer than has 
hitherto been achieved? In the case of 
clerical data, consideration has to be given 
to the accuracy of the answer, and the 
effect of mistakes on good relations with 
third parties (e.g. customers) and on 
management time (which is costly) spent 
on eradicating the consequences of such 
mistakes. In other cases, however, in- 
creased accuracy may not be required, 
arid thus from this point of view, the new 
process would have nothing to offer. 

(2) Is this going to give a quicker answer than 

. before? And is this increased speed going to 
bring an equivalent improvement in 
management control? 

(3) Is this going to give more data than was 
available before, which will be helpful to 
management and improve their control? 

(4) Is this going to reduce cost overall? Or, 
alternatively, is any increase in cost going 
to be justified by any or all of (1), (2) and (3)? 

Currently, management is having to consider 

whether to install electronic data-processing 
equipment. Equipment of widely varying applica- 


tions and capacities is being offered by a number . 


of manufacturers, and some large businesses 
already have equipment in operation, though 
many of their applications are largely in the 
experimental stage. We are not considering in 
this article the implications of the questions 
mentioned above, but presume tpat these have 
been satisfactorily answered, and a decision pade 
to mstall equipment. In the light of such a 
decision, auditors have to be ready for the prob- 
lems arising from the installation. These are our 
preliminary ideas, but we well realize that they 
may need modification, and other ideas will strike 
us, as we gain user experience of the equipment. 


B. THE EFFECT ON COMMERCIAL 

l ` ROUTINES 
A general consideration of office procedures and 
methods suggests that the introduction of 
electronic data-processing equipment into the 
office will be felt in these ways. | 


1. Accounting and Clerical Work 
The fundamentals of sort, summarize, reproduce, 
and file will still, of course, be evident, but in 
changed forms. Тћеге is a school of thought 
which suggests that the new developments are 
merely an extension of a fully integrated machine 
set-up, using existing electro-mechanical equip- 
ment, and that therefore the internal auditor 
does not face any serious new problems. 
‘This viewpoint, however, seems to overlook 
two very important features of electronic equip- 
ment: 
: (a) Data can be stored electronically or mag- 
н netically in a variety of ways. The storage 
capacity is very extensive, and is used not 
> only for holding data temporarily during 
processing and calculations, but may also 
provide the file of semi-permanent data, 
e.g. customers’ accounts, stores inventory, 
personal records. Moreover, the equipment 
is enabled to read and store, as required, 
a very comprehensive program of in- 
structions, any of which it can systematic- 
ally alter or modify, on a basis incorporated 
in the program, without human inter- 
vention. 

(b) The equipment can carry out simple 
logical operations. These are based on the 
comparison of two quantities (e.g. two 
separate calculated results, or a calculated 
result and a pre-set standard) and the 
selection of one of two courses depending 
on the result of the comparison. Clearly, 
the principle is to subtract one quantity 
from the other, and examine the answer to 
see if it is positive or negative; the pro- 
gram indicates which instruction is to be 
followed next, for either of these results. 
Ап important application of this function is 
that if the appropriate management criteria 
have been stored in the equipment, it will 
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print out only exceptional results, instead 

of tabulating full statistical information. 
' Three main effects follow from these features: 
(a) Electronic data-processing equipment can 
cover ground which on existing electro- 
mechanical equipment may have to be 
split into stages, the results from one stage 
constituting all or part of the initial data 
for the next stage. The best use of the 
facilities of electronic data processing 
equipment is made where such intermediate 
results are held in the equipment, and 


eliminated when no longer required, and. 


only the final result, in the form required, 
is produced from the initial data. 


(b) Semi-permanent data, recorded magnetic- . 
ally, cannot be read visually, in the way , 


that data punched on cards (or even on 
_ paper tape) may be read. Moreover, at 
present, random access to data stored 
magnetically is relatively slow, and may 
compare unfavourably with the time taken 
to obtain recorded data in a manual filing 
system, where this is not too extensive. 
(c) The presentation for management study 
only of data calling for decision or corrective 
action by management not only con- 
siderably reduces machine time in printing 
- out, but reduces reading time for manage- 


ment; and therefore probably means that 


management can be enabled to review the 
operations over a wider field or from new 
angles. Of course, the success of this 
application depends on the proper selection 
of criteria in the first instance. 


2. Clerical Handling 


As suggested in the preceding paragraphs, 
clerical handling should be restricted to: 

| (а) Preparing the initial data in a form that is 

suitable for the equipment. This may be an 

extensive operation at present, however, 

involving the punching of cards or tape via 

a keyboard, though, of course, current 

‘pre-punching’ or ‘mark-sensing’ routines 

can be used. The initial data may have to be 

sorted by hand before punching, or, 

alternatively, in the case of cards, sorted 

mechanically before feeding to the equip- 

ment. Sorting can be done electronically, 

but generally it is not an economical use 

of machine time. . 

(b) Clearing the processed and finished results 

from the equipment, and routing them 
onwards or filing them “as required. 
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3. Supervision and Control 


In addition to the clerical staff required for the 
above handling there will be the following 
personnel associated with the operation of the 
equipment: 

Manager: to control the staff, arrange shifts, 
detail the running times, machine loading and 
availability etc., and generally plan for the best 
use of the equipment. 

Programmers: to devise and prepare the routines 
for the equipment to produce the results required 
from the data provided. This covers the develop- 
ment of the system, and the detailing of the 
system using the appropriate code. 

Machine operator: to feed in programs and 
data, to run the equipment, and to deal with 
stoppages. The size and complexity of the 
operations processed may call for a separate 
supervisor to handle queries. 

Engineer: to carry out routine servicing, to 
maintain the equipment in proper running order, 
and to be on immediate call during operations. 


4. Fraud and Error 


The equipment cannot be guilty of fraudulent 
intent, and will do precisely what it is pro- 
grammed to do. Electronic faults can, of course, 
cause error, but equipment design and servicing 
routines have reduced these to a minimum, and 
those that do occur are normally easily recog- 
nizable. 

On the other hand; the severe reduction in 
clerical handling (other than the preparation of 
initial data) limits the possibilities of applying 
the conventional controls on error or fraud by 
inter-stage checking by several clerks, while, of 
course, the use of the equipment reduces, to 
some extent, the need for such controls. | 


Note: Future Development 

It is worth remarking at this stage that the two 
main problems indicated in the preceding 
paragraphs are: 

(1) The preparation of the initial data (pro- 

and information) in a form which 
the machine understands, which usually 
involves copying the original documents by 
some form of keyboard operation. 

(2) The delay in finding at random data which 

is stored on a magnetic file. 

Both these problems are receiving the attention 
of designers, and it is reasonable to expect that 
satisfactory solutions will be found in the form of: 

(1) Scanning devices that will ‘read’ original 

documents ~ these documents, however, 
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would need careful and consistent prepara- 
tion. 

(2) Random access memory chambers, of 
huge storage capacity, which provide im- 
mediate input and output. 


C. THE EFFECT ON INTERNAL CONTROLS 
When we look at this impact of electronic data- 
processing equipment from the internal control 
angle, we have to keep in mind three important 
qualifications about internal controls: 

(1) The extent to which such control is im- 
posed depends on how much it will cost 
m relation to what it will achieve. 

(2) No internal control can be exactly evalu- 
ated or measured, nor is there one right 
method only in any particular set of 
circumstances. 

(3) The efficacy of any control depends to 
some degree on human abilities and is 
adversely affected by human weaknesses. 

Depending on the importance of each of these 
qualifications in any situation, we may expect 
to find the following manifestations of 'internal 
control', in varying degrees, in the conventional 
office routine: 

(1) Control of the accuracy and recording of 
initial data, and of its summarizing and 
reproduction. This includes the Aides 
of transactions by officials to whom proper 
authority has been delegated. 

(2) Firmly laid down procedures which in- 
corporate the necessary checks, are flexible 
enough to legislate for all possible con- 
tingencies, and are properly carried out. 

(3) Division of duties and responsibilities 
among employees. (This would normally 
form part of the procedure.) 

(4) Intelligent human scrutiny of documents 
and accounting records, and approval of 
intermediate results by authorized officials. 

(5) Analysis of results and costs, and review of 
the trends revealed. 

Against the background of electronic data- 
processing equipment, there is a severe limitation 
of the effectiveness of (3) due to the reduction of 
clerical handling after the preparation of initial 
data for the equipment; while the elimination of 
intermediate results and paper is likely to impose 
some limitations on (4). Thus, more emphasis falls 
on (1), (2), and (5). 

D. THE INTERNAL AUDIT APPROACH 

"The internal auditor, concerned as he is with the 


control over day-to-day operations to protect 
the. company against irregularities, errors, waste, 
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and other losses, and with the reliability of the 
information provided to management, must 
similarly be affected. In particular, detail checking 
of records between intermediate stages or 
separate sections of the office disappears, and 
such checking as is required will be confined to 
the proper preparation and authorization of 
initial data. Thereafter the auditor should be 
able to concentrate on an examination of pro- 
cedures, and a review of the business. 

Further thoughts on these three aspects follow: 


1. Detail Checking 
The only paper retained on file should be initial 
documents and final results for any operation, 
and the linking stages should have been ‘lost’ ~ 
therefore, no stage-to-stage checking is possible. 
As alternatives, the final answer from a sample of 
the initial documents can be worked out by 
‘pen and ink’ methods, or by applying an audit- 
prepared program to process the selected data 
on the equipment. The results obtained can be 
compared with the final results on file. The use 
of the equipment for such test checks, of course, 
presupposes that internal audit will be allocated 


some machine time. On the other hand, there 


may be some virtue in the fact that the extremely 
high speed of the equipment will allow a much 
wider test to be made than at present possible. 

It is questionable, however, whether there is 
much virtue in attempting to apply a historical 
check to an operation carried out, some months 
past, by electronic data processing equipment. 
The main object of detail checking, from the 
internal auditor’s point of view, is to enable him 
to satisfy himself that the internal controls are 
being properly applied. The program consti- 
tutes the procedure and incorporates the internal 
control, and the equipment will, of course, pre- 
cisely follow the program- no programmed 
steps will be omitted or overlooked, as may 
be possible in a manually operated procedure. 
We can, moreover, accept that the equipment 
does not make mistakes which are not detected, 
because the design of the equipment incorporates 
built-in checks, and a properly prepared pro- 
gram should incorporate further checks to 
minimize calculation and transfer error within 
the equipment. Thus, while the auditor can be 
sure that the internal controls incorporated in the 
program are properly applied, the responsi- 
bility remains for him to ensure that the pro- 
gram is properly prepared. This may call for an 
independent test check of results produced by 
the equipment. 

Any auditor must, of course, satisfy himself 
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that the accounts presented are a fair representa- 
tion of the operations of the business, while the 
internal auditor particularly is concerned with a 
‘critical review of the commercial results. 

These approaches are covered in the next 
‘paragraphs. . ia 
и 2. Internal Controls 
Electronic data-processing equipment carries out 
operations 


(a) dues in the program fed to the equip- 


men 
(b) on ds held on main records fed to the 
.  . equipment (or held in the equipment); ~ 
(c) in accordance with new data fed to the 
"equipment; 
it then 
(d) produces results in the form required;. 
(e) amends the main records and stores them 
in the form used in (b). 
The auditor must satisfy himself that 
(a) the program, which constitutes the ‘system’, 
is sound and economical while incorporating 
the essential control features; and, further, 
that whenever that routine is operated, the 
official program is used (and.not a modified 
one excluding an essential control feature); 


(b) the main records are not falsified, іпќеп- 


tionally or otherwise. These are usually 
held magnetically on tape or other devices, 
. and can only be altered by machine opéra- 
tion. These records may, however, consist 
| of a punched-card Не; 
. (c) the new data fed to the equipment conforms 
К with the initial authorized documents; 
(d)the program, main records, and new 
. data, once fed into and stored within the 
equipment, are not falsified by manual 
intervention in any way. 
. It is in the field of the examination of internal 
controls that the internal auditor is likely to 
have to modify.his approach the most, and we 
have, therefore, dealt with this separately in 
section E below. ` 


l . . 3. Commercial Review 
The main implication of electronic data-proces- 
sing equipment, therefore, is that the internal 
auditor will have far less directly checkable data 
at his disposal. Having satisfied himself that 
procedures and controls are adequate by an 
examination of the routines and the programs 
used on the equipment, he must then consider 
whether the business operations of the company 
аге on a satisfactory basis and the published 
records are a fair indication of these operations. 
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This approach involves: 

(a) an assessment of the commercial aspects о 
departmental. operations, with а. view. to 
suggesting possible avenues for increasing 
efficiency, reducing expense, or increasin: 
revenue; 

(b) a critical examination of the reports and 
returns submitted to management and 
upon which management decisions ar 
based. As mentioned above, these shoul 
make full use of the technique of reportin 
exceptional items only, and the auditor 
should satisfy himself that the criteria 
used are adequate, but not too restrictive; 

(c) a review of the functional organization of the 
business, and thesplitof workto departments 
and the relationship ‘between departments. 

There is nothing new in this approach for internal 
auditors, but there is still a tendency for it to 
take second place to detail checking. The effect 
then is likely to be that in the future the internal 
auditor will have to use the cómmercial review 
as his main plank'in ensuring that the business is 
healthy, and from this point of view the arrival 
of electronic data-processing equipment is to be 
welcomed. The work that today constitutes the 
clerical routine of auditing will, in future, be 
done for the auditor, more quickly and more 
effectively than he can do it himself, by the 
equipment, in its normal operations. 





E. THE EXAMINATION OF INTERNAL 
CONTROLS 
The following are suggested lines along which the 
internal auditor may have to work when he 
wishes to examine the internal controls where 
electronic data-processing equipment is in use. 
It is, of course, a prerequisite that he should firet 
familiarize himself with the system, which is 
represented by the program, and this may 
mean that he will have to have the program 
printed out so that he can reconstruct the flow 
of operations and determine the internal checks. 
Where a company is planning to install electronic 
data-processing equipment, it may well be useful 
for the internal auditor, not only from his own 
point of view, but also that of the company, to 
make himself familiar with the preparation of the 
routines afd programs, even perhaps to the 
eXtent of participating in or advising on stages of 
the programming. 
1. Control on Input 

He should examine the procedure outside the 
equipment, dealing with the handling and veri- 
fication of input. Points to look for may include: 
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(а) supervision by а responsible person of the 
program library; 

(b) proper physical control of main records on 
stored punched cards; _ 

(c) correct authorization of initial documents, 
before processing; 

(4) firm routine for the verification of input 
data as prepared from the initial documents. 
Such a routine could incorporate a double 
preparation and automatic comparison, 
before feeding; and a remote print-out of 
all data fed; 

(e) verification of alterations to main records, 
where they can only be achieved by 
machine operation. This is covered by 
proper controls of input data, machine 
running, and use of programs, and by 
programmed checks; 

(f) automatic printing out of date (which has 
been set internally) and input identification 
coding (included on the input media) on all 
output material. 

ere main records are stored magnetically, 

е may require to have sections of them printed 

ut, for verification. 


2. Control on Operations 
Within the Equipment 

e should examine the procedures outside the 

quipment, dealing with the verification of 

alculations and output. These include: 

(a) the independent preparation, by pre-list, of 
control totals. (as for normal machine 
accounting routines) which can be com- 
pared with results produced by the equip- 
ment. Alternatively, with electronic data- 
processing equipment, such totals can be 
fed in for comparison within the equipment; 

(b) the verification of results, where possible, by 
overall total controls and calculations. Again 
this check can be done within the equipment. 


3. Internal Checks 
e should examine the internal checks which 
orm part of the routine. These will include a 
umber of checks inherent in the design of the 
quipment, the main objects of which are to 
nable it to detect operational errors. These are 
covered by the general term ‘built-in checks’, and 
are not so much the auditor’s concern, though he 
should appreciate their existence. The other 
checks, with which he should be closely соп- 
cerned, are “programmed checks’, being written 
into the original program to provide verifica- 
tions within or outside the equipment. Examples 
of such checks are: | 
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@ arranging . for the equipment to compare 
standing data currently used with that 
used previously, and to indicate where 
there have been changes; or to examine 
altered data to confirm that it is accom- 
panied by an appropriate code to enable it 
to be passed; 

(b) arranging for data, as used, to be analysed 
and printed out in main groups (e.g. 
number of men on each wage rate) for 
reconciliation with a previous analysis; 

(c) arranging for results outside certain pre-set 
reasonable limits.to be printed out. (This 
is a variation of the earlier conception of 
printing out 'exceptions' which call for 
management decision.) 


· He must, therefore, be in a position to visualize 


the flow of operations which the program 
represents, and may consider it necessary to feed 
in problems designed to test these programmed 
checks — again, provided that internal audit is 
allocated some machine time. Alternatively, as 
mentioned earlier, he may consider it necessary 
to take a sample of initial data, and complete 
the calculations, independently of the equipment, 
for comparison with results produced by the 
equipment. 


4. Prevention of Falsification of Records in the 
Equipment 799 
The’ possibility of manual intervention has to be 
considered in the light of the design of the equip- 
ment. Such intervention could be of two 
categories, affecting: (a) program; (5). data; 
both of which would call for a thorough know- 
ledge of how the equipment operates, and either 
the manipulation of switches which are normally 
the responsibility of the engineer (though some 
larger American machines include a typewriter 
keyboard on the control console for the specific 
purpose of allowing the operator to enter data 


` to the equipment), or the introduction of an 


additional piece of program. The latter possi- 
bility should be adequately covered by the 
controls on input material mentioned above, 
while the former would hold up the routine 
running of the equipment. Above all, however, 
unless the person who attempts to falsify 
material in the equipment is completely familiar 
with its design, mode of operation, built-in 

checks, and the programmed checks, the equip- 
ment is very likely to detect and report the 
alteration, particularly in the case of any attempt 
to alter the program. Even if this does not 
occur, and the equipment accepts the altered · 
program and/or data, a scrutiny of the result- 
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ant output from the operation, in conjunction 
with the authorized input data, may well indicate 
that alterations have. taken place. 

With regard to equipment running and hold- 
ups, it is normal practice for all.such operations 
tto be logged by the operator. This record can, of 


course, itself be falsified, but on the other hand, - 


after a period of running éstablished programs, 
intelligent scrutiny of the.log book may show 
. unusual timings which perhaps suggest un- 
authorized stoppages ог. intervention by the 
operator. There. із no reason why some form of 
automatic recorder should not be built into the 
equipment, to be compared У РАИ with 
the operator's log. 


: :5. dub Checks : 

Iri is. y possible that the principle used in surprise 
counts of cash, stocks, and other -valuables at 
present may. have something to.offer to manage- 
ment. and auditors -where electronic -data- 
processing equipment is used. Such snap checks 
of the current position. on the equipment could 
. include a verification of the program in operation, 
and possibly the monitoring of internally stored 
material... To the extent that this may involve 
holding up the operation of the equipment, it is 
not a desirable practice. But, following the point 
mentioned in the previous paragraph, there 
may be"a case for surprise verifications of the 
entries in the log book. 


Е 6. Organization and Division of Duties . 
Although it was suggested earlier that there is 
likely to be a severe limitation of the effectiveness 
of:control by the division of duties and responsi- 
bilities among ‘employees, due to the reduction 
in. clerica] handling, this control feature must not 
be ignored. The. questions of falsification of data 
prior to feeding to the equipment, and falsifica- 
tion. of records in the: equipment, must be 
considered in the light of: whether the individual 
who is in a position to make alterations from which 
he can derive benefit is also. in a position to 
understand and interpret the data as presented 
for processing, and to grasp all the implications 
: arising from or associated with such alterations — 
which would seem to call for a detailed knowledge 
of the program. The functions of management, 
programming, and machine operation, therefore, 
offer sufficient scope for the division of essential 
duties and responsibilities, and the internal 
auditor should scrutinize this aspect of the 
organization, which car still constitute: a most 
important element of control. 
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F. THE PERSONAL REQUIREMENTS FO! 
AN INTERNAL AUDITOR 


Tt only remains to consider what sort of à perso: 
the internal auditor should be in this brave ne 
electronic office. The answer is simple >h 
should be all he is now, plus a little Something 
That something is not so easy to define, however 
It can, perhaps, be defined in two ways – first 
by ‘exception. He does not need to be an exper 
in mathematics, physics, or electronic techniques 
Secondly, by analogy. When radar was put int 
the hands of the troops in the eafly days of th 
last war, those on the fringe tended to гераг 
it with an excessive.respect amounting to awe 
an atmosphere in which the operators revelled 
and which they did everything to stimulate b: 
airily tossing out bits of often meaningles 
jargon, and describing with lurid detail th 
brain-storms sufferéd on courses by those whi 
just failed to aspire to genius. This ballyhoo a 
times served to get undeserved freedom fron 
fatigues and even extra leave for «ће craftie 
operators when addressing themselves to officer 
and N. C.O.s, who should have known better 
but were in fact scared of the potentialitie 
and apparent complications of the new equip 
ment; and it had to be broken down. In time 
of course, radar came to be accepted as jus 
another, albeit very, very useful, piece of equip 
ment. 

There are indications of a тети attitude i 
the business world today with regard to electroni 
data-processing equipment. Those in the knov 
have certainly produced the jargon, while those о 
the fringe do seem to be a little scared of th 
potentialities, and show a dangerous tendenc 
to accept without due consideration what th 
experts tell them about the equipment. It behove 
the auditor, therefore, to educate himself to th 
stage where he is familiar enough with th 
techniques, designs and types of electronic data 
processing equipment and the way in which thej 
are programmed, to enable him to recogniz 
their potentialities and their limitations withou 
fear but, above all, without prejudice. And hi 
should appreciate, particularly, that just а 
electronic data-processing equipment will carn 
out accurately, quickly, and satisfactorily, an) 
effice routine which it is programmed to do, so i 
will, with equal.satisfaction, and quite happily 
perpetrate immense frauds, if a human. operato: 
is in a position to tell it to: do. so, and to cover uj 
for it. The point is that the. equipment lacks : 
conscience, and, therefore. collision: come 
naturally to it. 
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LTHOUGH none of us can be certain of 
what the future holds, it looks as if it will not 
be as exciting as the present — at least, not 
the same manner. It is of about the same order as 
iling a ship. Several centuries ago, real adventure 
y ahead as a ship put out to sea because navigation 
ls were primitive and few in number. But now the 
ptain of a modern vessel may 
nd that his most adventurous 
act may be to placate a rich 
owager who complains about 
er accommodation. 

Machinery brought about 
the change in all this, and it is 
machinery with which we are 
now concerned — one: collective 
piece of complex machinery – 
the electronic digital computer. 

This amazing machine, which 
seems unreal when its capabili- 
ties are described, has one out- 
standing accomplishment: the 
ability to process data at very 
high speeds, much faster than 
prior existing methods. 


"The Computer Sells Speed 


Inbrief, thecomputer sells speed, 
and speed only. Everything 
else that it does at present, as 
far as I know, has been or could 
be done by other machinery or 
by human beings, but admittedly 
much more slowly. That possibly 
things which were not done previously can be and 
are now being done with the aid of the computer 
probably means simply that the old-fashioned way 
took too long. 

It cannot, however, be stated categorically that a 
computer performs a given operation more economic- 
ally than an alternative means, because time as 
measured by the speed of accomplishing an operation 
must be assigned a cost or cost-saving and then 
brought into the comparison. Often a saving in cost 
takes place even when time is not of the essence, as 
in large payroll situations, where saying over a 
previously existing, ‘poorly-organized’, alternative 
method is likely to be dramatic. | 

Of considerably more interest are operations where 
speed, nevertheless, is of primary importance — 
where, in other words, the information must be 
available by a certain time in order to be useful in 


An address given at the first convention ofsthe London 
Computer Group, held on July 4th, 1956. 
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making a decision. If the information is not avail- 
able, the decision must be made without taking into 
account some essential or desirable detail – which 
is tantamount to guessing at it. À variety of produc- 
tion control problems fall into this group. This 
‘guessing at’ is mistakenly frequently considered to be 
shrewd and skilful management, if it is reasonably 
| correct or poor management 
^^] if it is not. А good rabbit’s foot, 
for luck, is thus standard equip- 
; ment for good management. 
Perhaps the reading of tea 
| leaves as another respected 
i method accounts for the enor- 
! mous tea consumption and the 
frequent and ritualistic but 
| nevertheless pleasant tea service 
which takes place during an 
executive's working day. у 

The computer, therefore, 
because of its inherent speed, 
is capable of yanking part of 
what was traditionally regarded 
as the future into the present. 
It is possible to gather, sum- 
marize, analyse, and manipulate 
data according to program, 
in order to reduce the area for 
the exercise of managerial 
guessing. 

It also has the drastic ability, 
because of its speed, dramatic- 
ally to remove the spectre, or 
at least push back the point of 
diseconomy of large-scale enterprise. Previous con- 
trol methods broke down whenever a given size of 
a single enterprise was exceeded. This disconcerting 
phenomenon has been one of the factors that has 
made decentralization so attractive. It really isn't 
attractive — it ia necessary at the moment. It, however, 
communication of relevant facts and directives 
within an enterprise is done very quickly and reliably 
through the use of a properly integrated and pro- 
grammed system, utilizing the computer, then 
management may be able to take on or absorb under 
a centralized management much greater areas: of 
business without loss of managerial efficiency. Thus 
the march toward giant business units, which has 
been slowed down somewhat, may go forward with 
gradually increasing speed because such units are 
potentially more efficieat than smaller-scale enter- 
prise, measured from the production side. 
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Two Problems 


All this does not spell Utopia. It means closer 
control over production within an enterprise, but 
this is only half of the problem and, in modern times, 
the less important half. The greater problem is sales ~ 
the disposal of the produced goods in a manner 
which will permit efficient production. Here two 
problems must be distinguished: 


(1) the co-ordination of production with sales, to 


avoid over- and under-production; in other 
words, the establishing of an effective inventory 
policy; and 

(2) the creation of demand for the product; the 

stimulation of the consumer to buy. Although 
we have been taught at times that one means of 
stimulating demand is to lower the price, this is 
obviously of limited value in a practical sense. 

I do not view the situation as one where the 
consumer is hungrily waiting for the factory to 
produce: І am suggesting that the short-range 
problem is an intensive battle for markets, because 
efficiency implies larger physical output at lower 
unit costs, or, to state it more fully, lower unit costs 
are possible if there is a larger physical output than 
before. Obversely, costs pile up if output is not 
maintained in a highly mechanized production process. 

Because the computer is a machine used internally, 
the public will not be aware of its use within the 
business unless the enterprise chooses to publicize it. 
The company should be in a position to render some 
services more quickly and accurately. Eventually the 
customers, suppliers, employees, and others coming 
in contact with the business, should become aware 
of some quicker and more reliable services. 

The implications for accounting, with this as a 
background, are by no means clear-cut. It is hazardous 
to make predictions in the area of accounting, even 
for an accountant! It is the height of folly to make any 
statements about electronic computers because they 
are still largely in the development stages, in spite of 
the respectable: age of the underlying principles, 
and I shall try to avoid making rash statements about 
machines. 

Accounting has changed over the years except for 
certain underlying algebraic or arithmetic relation- 
ships, largely of the debit and credit variety. Con- 
ceivably, the electronic computer can change 
accounting principles, directly or indirectly. I don't 
know whether ‘principles’ is a good word. ‘Require- 
ments’ is probably a better word, because accounting 
is essentially information, and the need for informa- 
tion changes with the times. 


Information Must Be Purchased 
Information, however, is not free. It is necessary to 
purchase information just like any other commodity, 
and accountants must merchandize their wares at a 
reasonable price just like any merchant or profes- 
sional group. The extent and variety of financial or 
accounting information reqtüred by a business is 


determined by the familiar equation which measures, 
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the utility of goods or services against the cost 
thereof. If it is priced too dearly, it will not be 
purchased. Some accountants complain that they 
have customers who are not expert, or discriminating, 
in their demands, but viewed objectively it is apparent 
that care must be exercised in the selection or purchase 
of information in order to avoid incurring a cost 
which cannot be justified. 

One of the things that has enormously enhanced 
the importance of accounting, and therefore of the 
accountant, is the more or less continuous ‘cost 
reduction’ of information made possible by mechan- 
ization. Rather than reducing the importance of the 
accountant, machinery has made him more import- 
ant because it has increased the range of wares. 
Machinery has speeded up the availability of a 


„variety of attractive and pertinent information. It has 


been a factor in removing the contention that the 
accountant is largely a business historian. 

What is really needed to round out the literature of 
accounting in this area is a study of the influence that 
machinery has had in the growth of accounting as a 
profession. Admittedly it is possible to exaggerate 
the importance of machinery since it is apparent 
that some information is necessary regardless of cost, 
but it is hard to visualize the accounting office without 
its machinery. 

A closer examination of accounting, in order to 
appraise the possible impact of the computer, 
requires an examination of the accounting areas. 
Numerous classifications, cross-sections, or what 
have you, are possible, but the one I rather like for 
the present purpose is the ‘AA and RR’ grouping. 

AA stands for arithmetic and assembly; and 

"КЕ for reports and review. 

Maybe the first А – е arithmetic опе ~is not 
accounting, at least to the purist. Nevertheless, it is 
the raw material of accounting — the transactions that 
must be assembled according to a plan which falls 
within the area of the second А — assembly. 

What is included in the arithmetic area are the 
first records of transactions together with any 
required computations needed to establish the extent, 
value, or boundaries of the transactions with custom- 
ers, employees, stockholders, and the Government. 
These computations and determinations are inde- 
pendent of subsequent areas of accounting because 
the mechanics just described encompass the trans- 
actions between the enterprise, as a distinct entity, 
and other enterprises. In this area fall such things as 
the initial recordings of sales and purchases with, 
oftentimes, complex discounts and charges, pay- 
roll with vagied rate structures and related costs, 
credit transactions, taxes, subsequent tracing of 
material and service resources, and other varieties of 
transactions and changes, some of which are of a 
limited accounting significance. 


Saving in Clerical Cost 


Much of the saving in clerical cost through the use of ` 
the computer occurs. here: the large number. of 
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simple computations in payrolls and inventories are 
illustrations. In each instance there are deadlines for 
certain data, which, if not met, are either embarrassing 
— as in the case of payroll — or vexing, as in the case 
of inventory data. Thus 2 is an essential in- 
gredient, but speed is a relative thing, and, so far 
at least, it seems apparent that the electronic com- 
puter must continue to demonstrate its superiority 
over alternative methods of performing the arith- 
metic. Given reasonable volume, the superiority of 
the computer, costwise, is fairly easy to demonstrate 
in the planning stage. 

The second А —the assembly area – involves the 
journals and the oftentimes tediously detailed and 
exacting subsidiary ledger areas and the rather 
simple but important general ledger. The inter- 
relationships of these ledgers and the journalization 


process that precedes them need not be gone into . 
here. A great deal of planning has been done over · 


the years to minimize the work in these areas, which 
should make the use of the computer for similar 
purposes rather easy to bring about — if it is decided 
to summarize and keep such records on the com- 
puter. As a matter of fact, existing methods may be 
considered adequate, unless tape is used on the 
computer to achieve a speed greater than existing 
punched-card processes. A further complication is the 
с. expectation that ledger records be kept on 
edger sheets with cross-references to the summaries 
(also on sheets) to support the accounts. 

This area undoubtedly will receive considerable 
study in order to weigh the advantages and dis- 
advantages of integrating these two агеав – the 
arithmetic and the assembly-—in one computer 
application. If this is done, some thought first must be 
given to the maintenance of chronological accounts — 
at the moment the only logical answer seems to be 
elastic or expandable tape, something which as yet 
has not appeared on the market. s 

The last two areas have been identified as the 
two R's— reports and review. At first these two do 
not seem to be affected by the computer, but that is an 
illusion. 

The report area will be seriously disturbed by the 
computer, unless management is not interested in 
reports. If management 18 report-conscious, or must 
depend on reports to do its job, the computer should 
help to provide a tantalizing array of reports by 
offering a relatively painless way of recasting or 
manipulating current and historical data to fit any 
special circumstances with which management 18 
faced. Management has been defined as the shrewd art 
of choosing among alternatives. Certaiply this implies 
assembling as much information as possible about all 
alternatives, particularly those with financial implica- 
tions. | 

Two Kinds of Accounting 
In fact, it is easy to visualize two different kinds of 
accounting: one, the traditional reporting to stock- 
holders and to the Government, including the 
auditor's certificate, which I have at times called 
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an ethical accounting; and the other, an accounting 
for internal management purposes. There is nothing 
new in recognizing this split, although in many 
instances’ managerial accounting seems to have 
consisted largely of urging management to make use 
of the traditional reports. For many decisions it is 
undoubtedly desirable to retain the form of the 
conventional accounting structure but to clothe it 
with figures more suited to the type of problem 
under consideration. In some instances it may be 
more helpful to récast the traditional data in new 
forms, while in others it may be found more useful 
to use hypothetical data cast in unfamiliar forms. 

. Ап interesting, and 1 am certain an increasingly 
important use of the computer from an accounting 
standpoint is the integration of accounting into the 
total business picture by utilizing the vast input 
possibilities of the computer to receive data directly 
as it occurs, or, to record data initially in a manner 
which will make extra processing or transcribing 
unnecessary before it is taken into the computer. 
A concurrent possibility may be the breakdown of | 
the sharp departmentalization that often exists in a 
business. Accounting may well find itself grouped 
with functions or departments that at present would 
Ље regarded as very odd. 


Auditing 
The last К ~ review – will be limited to auditing. 
'The separation just implied as potentially possible 
to an increasing extent in the reporting area already 
'exists in the auditing field. Although public and 


"internal auditing have decidedly different objectives, 


both use questionnaires, tests, sampling, interviews, 
and observations, to arrive at conclusions about 
certain aspects of the business. 

If the electronic computer is used to its best 
advantage it will pose a problem for the auditor, 
because the computer makes possible the perform- 
ance of involved sequential computations without 
human intervention. Intermediate records and sum- 
maries, associated with systems prior to the use of 
the computer, upon which the auditor has relied in 
the past for supplying test and sampling opportunities, 
will be missing. If they are provided, it means that 
something extra is béing done. 

The auditor has tended to reduce his review if the 
application of the principle of internal check was 


: good. In essence, this means the existence of a 


clever system of checks and balances, or, another 
way to put it, a system in which each class of trans- 
action is broken into logical parts and assigned to 
effectively separated persons or departments, so that 
each element of the transaction is subject to at least 
а dual check at transfer points. But use of the com- 
puter ie supposed to reduce steps and transfer 
points, as well as employees; if this weakens the 
internal check system the auditor is then faced with 
the necessity of increasing his auditing steps, but 
in doing so he is faced with a lack of intermediate 
summaries. The outcome may be complex. 
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The auditor may resort to a review of the com- 
puter program steps; a re-run of selected portions 
of the work; and perhaps a reliance upon random 
sampling. Auditors with extensive backgrounds in 
formal statistics, particularly sampling theory, have 
regarded the purposeful and intuitive sampling 
methods associated with present-day routine auditing 
as excessive when compared with the random. 
sampling approach, as well as being unsupported by 
statistical theory. 

A logical development is to use ratios, graphs, 
historical relationships,: known movements of re- 
sources, and any other relevant data, to construct a 
model of what the business should have accomplished 
during the period under review and then to measure. 
the known results against this model. In other words, 
to establish a pattern of auditing overall accomplish-" 


ment, somewhat similar to what is done in standard" . 
regularize the documents produced by the die-hard 


cost accounting. Тће audit would then be devoted 
extensively to a review of the exceptions uncovéred 
in the process between actual and expected. This 
sort of thing is supposedly done in many audits, 
but it is doubtful whether it is acceptable as the only 
or main audit service leading to an auditor's opinion. 

No prediction is being offered here as to how the 


audit problem will be solved, if it arises, but solved _ 


it must be, eventually, as the computer is used more 
extensively. 

The internal auditor, because he is an employee 
of the company, can audit computer produced results 
on a test basis at frequent intervals. It may be that 
corporations will permit their public auditors to 


perform work at frequent points of time during the:. 


fiscal year rather than performing the work at one 
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concentrated point of time. Perhaps an extension ro 
this program will permit the public auditor to 
регата frequent tests similar to those available to 
the internal auditor. 


Accounting Office of the Future 


What will the accounting office of the future look 
like? 

This is sheer fantasy, but I feel that the number 
of accountants will shrink, relatively speaking, 
because they will be hard to identify as such. Even 
now, many university curricula in the United States 
require an accounting major to have a much more 
generalized education than formerly. As I see it, the 
accountant will be the financial planning and control 
executive in the future, if he is not that already in the 
present. 

Clerical workers will be persons who try to 


elément among customers, suppliers, and employees 
who have refused to learn the latest machine-code 
script which the computer can interpret directly. 

The programmer, now an important element in the 
computer field, will probably be dbsorbed by the 
companies making the pre-input and post-output 
devices. 

А portion of the office force will be dressed in 
uniform: these are the electronic machine specialists. 
They аге in uniform so that they can be recognized as 
such. Theirs will be the interesting job of switching 
between the office and the factory as needed, because 
the same sort of computing and control machinery 


-will be found in the office and the factory, in part. 


In other words, the future will be full of surprises. 


PROFESSIONAL ETHICS —IV 


by D. V. HOUSE, F.C.A. 


PROFESSIONAL INDEPENDENCE 


T is fundamental to our work as auditors that our 
[seers should express an honest opinion, arrived 
at after carrying out such work as our training and 
experience tell us to be necessary. As auditors we 
usually stand between two other parties, such as the 
directors and the shareholders in the case of a limited 
company. Independence is therefore essential. 
Company law prohibits certain categories of persons 
from being appointed as auditors, for obvious 
reasons. For example a director of a company cannot 
take part in the direction of the company’s affairs 
and then attempt in the capacity of auditor to make 
an independent report on the accounts. The relevant 
provisions of the Companies Act, 1948, are contained 
in subsections (2) and (3) of Section 161 which I 
now quote: " 
The concluding part of an address delivered at the tenth 
summer course of The Institute ef Chartered Accountants 
in England and Wales, at Christ Church, Oxford, on 
September 7th, 1956. 


(2) None of the following persons shall be 
qualified for appointment as auditor of a company: 

(a) an officer or servant of the company; 

(b) a person who is a partner of or in the employ- 

ment of an officer or servant of the company; 

(c) а body corporate: : 

‘Provided that paragraph (5) of this subsection 
shall not apply in the case of a private company 
which at the time of the auditor's appointment is an 
exempt private company. 

‘References in this subsection to an officer or 
servant shall be construed as not including references 
to an auditor. 

'(3) А person shall also not be qualified for 
appointmenf as auditor of a company if he is, by 
virtue of the last foregoing subsection, disqualified 
for appointment as auditor of any other body cor« 
porate which is that company's subsidiary or holding 
company or a subsidiary of that company's holding 
company, or would be so disqualified if the body 
corporate were.a company.’ 

Some members seem to be in doubt as to whether 
certain’ arrangements are in order in the case of 
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exempt private companies, I think the position under 
the Act is clear enough. A partnership firm would 
not be eligible for appointment as auditors of a 
company if one of the partners were a director of the 
company. Such an appointment would contravene 
item (a) of subsection (2) because the appointment of 
the firm would in law be the appointment of all the 
partners thereof, including the one who is a director. 
On the other hand it would be in order under the 
Act to appoint as auditor of an exempt private com- 
pany one of the partners other than the partner who 
is a director, Such an appointment would fall within 
the exception contained in the proviso to item (5). 


'The question then arises as to whether such an 


appointment, though permissible under the Act, is’ 


desirable from the ethical point of view. А similar 
position was possible under the 1929 Act and it is of 


interest to recall that in its memorandum of evidence : 
to the Cohen Committee on the revision of the 1929- 


Act the Council suggested 'that the exception in the 
case of private companies as set out in Section 133 
(1) (5) should be withdrawn as being wrong in 
principle’. It seems to me that the same principle 
still applies апа my view is that, except in special 
circumstances, it is not desirable for one partner of a 
firm to accept appointment as auditor of an exempt 
private company of which another partner is a 
director. However, I am merely expressing my own 
personal view and the matter has not been the subject 
of any statement by the Council since the passing 
of the 1948 Act. 

I realize that there are arguments to the contrary. 
In particular it may be casting doubt on the integrity 
of a member to suggest that he is not capable of 
standing in an entirely independent position (and 
reporting accordingly) merely because a partner is a 
director of the company. At the same time I feel 
that this is putting human nature at a pretty high 


level and in any event it is often of importance that ' 


independence should not merely exist but also be 
seen to exist. For example, if there is some form of 
estrangement between a director and another 
director, or between a director and a shareholder, one 
cannot be entirely surprised if the auditor whose 
partner is a director does not have the full confidence 
of the other party to the estrangement. 


Another point which sometimes arises on Section ` 


161 is the position where a partner in a firm is a 
director and the firm is asked to undertake the audit, 
on the understanding of course that the director 


ceases to hold office as such. 18 it in order for the^ 


firm to act as auditors when the whole or a good part 
of the first year to be covered by their audit was a 
period during which one of the firm's partners held 
office as a director? There seems to be nothfng in 
the Áct against such an arrangement provided the 
director has ceased to hold office at the time of 
appointment. On ethical grounds however I suggest 
that in most cases it would be far better to make the 
change at a later date so that there is no overlapping 
of this kind. J | 
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A somewhat similar point arises where a firm acts 
as auditors of a company (public or otherwise) and 
one of the partners of the firm is invited to become a 
director. I can see nothing in the Act to prevent the 
partner becoming a director while the firm remains 
as auditor, though of course the: firm would not be 
eligible for reappointment at the next annual general 
meeting. The wording of the section is ‘None of the 
following persons shall be qualified for appointment 
as auditor. . . > Nevertheless it seems to me that 
the principle of. independence would be violated in 
such circumstances and I would regard it as undesir- 
able for the directorship appointment to take place 
before the firm has ceased to be auditors. 


My observations in relation to directors apply also 
to the holding of any other office in the company; for 


‘example, it is in my view undesirable for one partner 


of a firm to be secretary of a company of which 
another partner is the auditor, even though this 
situation is permissible in law in the case of an exempt 


private company. A point which might usefully be 


discussed by this summer course is the question 
whether the accounts of a company ought to include 


заз directors’ emoluments the share which a director 


receives as a result of his partner’s fees as secretary or 
auditor being treated as partnership income and 
shared accordingly. Before leaving this subject of 
‘other offices’ I should mention that the Institute’s 
booklet on the Companies Act, 1948 (the revised 
November 1952 edition, as amended by an addendum 
issued in October 1955), contains the joint opinion of 
counsel on the legal position regarding an auditor’s 
app .intment as registrar, financial adviser, liquidator, 
or receiver and regarding the appointment of an 
employee of the auditor to act as director, secretary 
or otherwise as an officer of the company. 

Turning to an entirely different aspect of inde- 
pendence, I feel obliged to draw attention to a view 
strongly held by some members of the Institute. It 
has in recent years become common practice to 
appoint chartered accountants as directors of com- 
panies. I am not here referring to the many chartered 
accountants who are officers of companies and also 
have a seat on the board. I am referring to practising 
members, many of whom hold part-time director- 
ships. In the words of our Institute's syllabus 
booklet 'these appointments are not made because a 
chartered accountant has specialized knowledge of 
the business of the particular company; they are 
made because of the knowledge, experience and 
judgment which he can contribute on financial and 
business matters’. Many members regard this as a 
very desirable development. On the other hand there 
are some members who firmly refuse to accept an 
directorship because they consider that to hold eh 
office, is not compatible with the independence 
required of a practising member; for example, they 
consider that a chartered accountant cannot properly 
act as auditor of company А. and then go and sit in 
the boardroom of cgmpany B. when the two com- 
panies are in the same or an allied line of business. 
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In some countries 'independence' is considered not 
to exist where the auditor has a financial interest in 
the company or where there is a blood or marital 
relationship between an auditor and an officer of the 
company. Some of the overseas legislation dealing 
with this subject (particularly on the question of 
relationship) must create considerable practical diffi- 
culty in its application and 1 am very glad that we 
have nothing similar in this country. It would in my 
view be a sad reflection on the integrity of chartered 
accountants if we had to consult a large family tree, or 
to count our shareholdings, before deciding whether. 
we were eligible in law for appointment as auditor. 

Nevertheless, I am aware that many firms of 
members make it a rule that none of the partners or 
employees of the firm shall hold or have dealings in 
the shares of a company of which the firm acts as 
auditors. АП members do not agree about this, but 
Iam sure they will all agree that there can be circum- 
stances in which a relationship or financial interest 
would make it highly undesirable to act as auditor, 
for example where a member holds shares which 
represent either a material part of the company's 
capital or a material part of the member's own assets. 
I feel sure that any member of the Institute would 
have the good sense to know when relationship or a 
financial interest is significant enough to remove his 
independence and thereby make it inappropriate for 
him to act as auditor. 

Having mentioned the question of shareholdings I 
ought perhaps to refer to another point, although it is 
not wholly connected with independence. In the 
course of our work as auditors we inevitably acquire 
a great deal of ‘inside information’ and it is obviously 
highly undesirable that any private information so 
acquired should be used for our own personal profit 
or that of our friends and relations, for example by 
buying or selling shares in client companies. We 
should regard this as a strict rule of conduct applic- 
able not only to ourselves but also to our employees. 

The auditor of a partnership business or of a 
private company may sometimes be asked to assist 
or advise one of the partners (or in the case of a 
company one of the directors or shareholders) where 
there is an internal disagreement in the firm or com- 
pany. In my view it is very unwise to give assistance 
or advice in such a case. It is far better to request 
the individual concerned to use the services of 
another independent person. I have known members 
to allow themselves to get into considerable difficulty 
through not adopting this principle. 

Finally there is one other aspect of independence 
to which I must refer. A company’s accounts are 
primarily the responsibility of the directors, but 
many of our private company clients would be sur- 
prised if we asked them to produce their balance 
sheets and profit and loss accounts for audit. (No 
doubt we should be even more surprised by the 
contents if they did.) They expect us to prepare the 
accounts in the course of our audit. To do so does 
not in my view impair our independence. In some 
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cases members go even further and provide book- 
keeping assistance during the year. Here again I 
consider that the member’s independence as auditor 
is not impaired by the provision of such services on 
a professional basis, There must, however, ђе a limit 
to the extent of an auditor’s participation in the 
conduct of the client’s business and I would regard 
as undesirable the acceptance of any executive 
responsibility, such as the signing of cheques. I say 
this from the conduct viewpoint; such responsibility 
also needs careful consideration from the legal stand- 
point, as it may well be that the auditor would be 
placing himself in the position of ‘an officer or servant 
of the company’ thereby rendering himself ineligible 
for appointment as auditor. 


ARTICLED CLERKS 


A member should exercise considerable care in 
selecting an articled clerk. Articles should not be 
given to any person if there is any reason whatever 
to doubt whether he will be a fit and proper person 
to become a member of the Institute. The future of 
the profession is in the hands of those who are now 
practising and their selection of potential future 
members of the Institute is a matter of the greatest 
importance. 

Some members, indeed, will not accept an articled 
clerk unless he is considered to be a possible future 
partner. While this may be considered too stringent 
a test, since there is plenty of room in the profession 
for those with ability but without all the qualities 
desirable in a practitioner, there is nevertheless a 
great deal to be said for this attitude and it is certaitily 
an error on the right side. 

In the standard form of articles the principal 
covenants that his professional practice as a public 
accountant is his main occupation and that it is 
suitable for the purpose of enabling an articled clerk 
to acquire the art and knowledge of a chartered 
accountant in practice as a public accountant. It 
therefore follows that a member whose practice may 
be limited because he specializes in, say, taxation 
or management accounting would be acting unethi- 
cally if he were to accept an articled clerk. 

The principal should take an active interest in the 
practical training, the theoretical study and the 
general welfare of his articled’ clerks. Where he 
cannot do all this himself he should appoint a junior 
partner to be responsible for the articled clerk or a 
senior qualified man should be delegated for this 
purpose. In every case, however, the final responsi- 
bility for his articled clerk must fall squarely on the 
shoulders of the principal. 

Articles of clerkship are in fact a contract under 
deed which can be broken only by death retirement 
from practice or agreement between the parties. A 
principal who retires from his firm has a positive 
obligation towards the clerk and one which cannot 
be overruled as far as the Institute is concerned by 
any clause in the partnership agreement, such as a 
clause providing that when a partner leaves the firm 
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his articled clerks must remain with the firm by 
transfer to another partner. The articled clerk cannot 
be treated as а chattel. If a principal is not reasonably 
certain that he will remain in practice until the time 
when the articles will expire the clerk should at the 
outset be made aware of what arrangements are 
intended for subsequent transfer of articles. 

One of the most important provisions in the 
articles is that the articled clerk will at all times keep 
secret the affairs of his principal and not divulge 
the names of his principal's ticus It is perhaps 
sometimes tempting for a young man to ventilate 
his knowledge of ‘inside information’ which he has 
gained in the course of his professional work. He 
should be warned always to be on his guard against 
this and never to discuss the affairs of one client when 
he is engaged on the work of another client — or 
indeed discuss the affairs of a client anywhere. 

Misconduct by an articled clerk is a serious matter 
and may call for disciplinary action. If in the manner 
provided in the bye-laws of the Institute the articled 
clerk is declared not fit to become a member of the 
Institute, the principal must discharge him forth- 
with. The rflevant provisions are in bye-laws 104 
and ros and clause 22 of the supplemental Royal 
Charter (all reproduced in Appendix П) from which 
it will be seen that the Disciplinary Committee, if 
it finds a complaint to be proved, may declare that 
an articled clerk is not fit to become a member of 
the Institute, or it may reprimand or admonish him. 

There may, however, be cases where the principal 
considers that the circumstances do not justify the 
full weight of the formal disciplinary procedure, in 
which case it may be appropriate for him to seek the 
advice of the Investigation Committee as provided 
for in the second part of bye-law 105. If a principal 
feels that-he may have to qualify the certificate he 
has to give in due course that the clerk is a fit and 
proper person to sit for an examination of the 
Institute or to become a member, he should at once 
inform the articled clerk of the position. It is un- 
questionably in the best interests of the articled 
clerk that the matter should be disposed of as soon 
as possible, if necessary by reference to the Investiga- 
tion Committee. À clerk ought not to be allowed to 
continue up to the stage of applying to sit for an 
examination ог applying for admission to membership 
and then find that some past conduct is being held 
against him by, the principal, instead of having been 
cleared one way or the other at the time. 


CONCLUSION 

The Summer Course Committee set me a difficult 
task. I cannot pretend that my address is exhaustive, 
in spite of its length. I have tried to select. those 
aspects of the subject which seem to be of general 
interest and importance. If I have omitted anyone’s 
favourite hobby-horse it will no doubt be ridden 
during the course. If I have trodden upon anyone’s 
toes I shall no doubt hear all about it when I visit the 
groups during discussion periods. ° i 
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Broadly 1 feel that our aim must ђе to do the right 
thing in the right way at the right time. Whenever 
in doubt, the best course is to consult the Secretary 
of the Institute if there is no guidance in the Insti- 
tute's literature. Ап exercise that is often useful and 
salutary is to imagine oneself in the shoes of the 
other fellow and then review the situation from 
there. If one has to consider whether a parti 
course of action would be undesirable this can itself 
often be a warning that it may be best not to do it. 
I cannot, however, ро so far as a speaker I heard in 
New York at a recent annual meeting of the American 
Institute of Accountants. He ended an address on 
ethics by saying ‘a good general rule is that if you 
have to ask yourself whether you should or should not 
do a certain thing — don't do it’. 

I must emphasize, as I said early in this address, 
that Í have been expressing only my personal view 
except when quoting official statements. Nevertheless 
it was inevitable that I should consult the Secretary 
of the Institute in the course of preparing the 
address, if for no better reason than that I had to be 
sure that I would not say something directly contrary 
to any Council statement. The secretariat spared no 
effort to help me and although they applied a great 
deal of blue pencil they also made many constructive 
and helpful suggestions. What now remains is entirely 
my resporisibility, but 1 wish to place on record my 
gratitude for the help and guidance I have received. 


Appendix I 
FUNDAMENTAL RULES OF THE INSTITUTE 


Clause 20 of the Supplemental Royal Charter dated 
December 21st, 1948 


Fundamental Rules 


20. The rules next hereinafter set forth shall be deemed 
fundamental rules of the Institute (that is to say): 


(1) A member shall not allow any person not being either 
a member of the Institute or in partnership with 
himself as a public accountant to practise in his name 
as a public accountant. 

(2) А member in practice shall not directly or indirectly 
allow or agree to allow of participation by any person 
other than a public accountant or a person in the 
regular employment of the member in the profits of 
his (the member's) professional work without the 
consent of the client of such member or of the person 
fixing his remuneration: Provided that nothing herein 
shall prevent any member paying or agreeing to pay 
any sum out of his profits or remuneration to any 
retiring partner of the member in his business of 
public accountant or the personal representative or 
the widow or dependants of any such deceased 
partner of the member whether such partner bad 
retired from practice or not at the date of his decease 
or to any precedessor in the member's business of 
public accountant or to the personal representative 
of such predecessor. 

(3) A member in practice shall not accept or agree to 

* accept any part of the profits or remuneration of any 
person other than a public accountant or a person 
in the regular employment of the member in his prac- 
tice without the consent of the client of such member. 

(4) А member who is in the employment for reward of a 

‘person (other a member of the Institute in 
practice) or of a firm (other than a firn of public 
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&ccountants wholly or partly composed of members 
of the Institute) or of a company or association 
carrying on or transacting any business which in the 
opinion of the Council is ordinarily carried on or 
transacted by a member of the Institute in practice 
shall not on behalf of such person firm company or 
association carry on or transact any such business in 
his own name. 

(5) А member in practice shall not follow any business 
or occupation other than that of a public accountant 
or one which in the opinion of the Council is incident 
thereto or consistent therewith. Save that where at 
the date of this Our Supplemental Charter the busi- 
ness of a public accountant is being carried on by a 
member either by himself or as a partner in combina- 
tion with some other business and such combined 
business was being carried on at the date of the said 
Original Charter this rule shall not apply to a member 
of the Institute who continues to carry on that.same 
combined business or after the date of this Our 
Supplemental Charter becomes engaged in that same 
combined business either by himself or as a partner: 
Provided that this saving shall cease to have effect 
in relation to any such combined business at the end 
of ten years after the death or retirement of all 
members of the Institute carrying on the said business 
either alone or as partners at the date of this Our 
Supplemental Charter. 


Appendix II 


DISCIPLINARY PROCEDURE OF THE 
INSTITUTE 


Jlauses 21 and 22 of the Supplemental Royal Charter 
dated December 21st, 1948 


Liability to exclusion or suspension 
21. If any member of the Institute: 


(1) violates any fundamental rule of the Institute applic- 
able to him or 

(2) is convicted of felony or misdemeanour or is finally 
declared by any Court of competent jurisdiction to 
have committed any fraud or 

(3) has been guilty of any act or default discreditable to a 
public accountant or a member of the Institute or 

(4) is adjudged bankrupt or fails to satisfy a judgment 
debt or individually or as a partner makes an bid 
ment for the benefit of creditors or under any resolu- 
tion of creditors or Order of the Court or any deed or 
document has his estate placed in liquidation for the 
benefit of creditors or makes any arrangement for the 
payment of a composition to creditors or | 

(5) 18 declared lunatic or j 

(6) wilfully commits any breach of the bye-laws of the 
Institute or | 

(7) fails to pay any subscription or other sum payable by 
him to the Institute under this Our Supplemental 
Charter or the bye-laws of the Institute for four 
months after the same has become due 


зе shall be liable to be excluded from membership ог to be 
suspended for a period not exceeding two years from 
nembership. 
Powers of exclusion, suspension, reprimand and admonish- 
ment or to declare an articled clerk to be not fit to become 
a member 


22. Where a member has become liable to be excluded 
эг suspended from membership under the last preceding 
Лаџве the Council may (save where provision is made as 
aerein provided for the appointment of a Disciplinary 
Committee) by a resolution passed at a meeting specially 
convened with notice of the object (and for which resolution 
aot less than three-fourths of those present and voting shall 
vote) exclude or suspend from membetship the member so 
iable: Provided that the member shall first have had an 
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opportunity of being heard by the Council and provided 
further that if in the opinion of the Council the member 
shall have been guilty of conduct not sufficiently serious to 
be visited with exclusion or suspension he may be repri- 
manded or admonished. 

The Institute may by bye-law provide for the establish- 
ment of a committee of the Council to be called the Dis- 
ciplinary Committee and.may grant to such committee full 

wer to consider and determine in manner set out in the 

ye-laws any complaint or facts indicating that a member 
has become liable to exclusion or suspension from member- 
ship under the last preceding clause or that a clerk under 
articles has been guilty of felony or misdemeanour or any 
other act or default of such a nature 88 to render him unfit 
to become a member of the Institute and to order subject 
to the rights of appeal set out in the bye-laws that the 
member concerned be excluded from membership or sus- 
pended for a period not exceeding two years from member- 
ship or be reprimanded or admonished or that the clerk 
concerned be declared unfit to become a member of the 
Institute or be reprimanded or admonished: Provided 
always that the member or clerk concerned shall have had 
an opportunity of being heard by the Disciplinary Com- 
mittee before any such order or declaration be made. Where 
provision 18 made for the establishment of a Disciplinary 
Committee the functions and powers of such committee 
shall be exercised in lieu of the functions and powers of the 
Council under this clause. 

Notice of any resolution or order for exclpsion suspen- 
sion reprimand or admonishment or any declaration as 
aforesaid shall forthwith be sent to the person affected 
thereby. 

Bye-laws 103 to 113 
Appointment of Investigation and Disciplinary Committees 

103. There shall be appointed in each year by the Council 
from among its members an Investigation Committee con- 
kir ded not more than nine members (of whom three 
shall be a quorum) and a Disciplinary Committee consistin 
of not more than twelve members of whom five appoint 
by such Committee shall hear and consider any matter 
brought before it in accordance with these bye-laws and 
shall exercise the functions and powers granted to such 
Committee by these bye-laws. 

ТЕ by reason of death or illness or other cause any one 
of the five members of the Disciplinary Committee so 
appointed is unable to attend the hearing or consideration 
of any matter or if during the course of any hearing or 
consideration of any matter any member of the Committee 
by reason of death illness or other cause is unable to 
continue to attend such hearing or consideration or any 
adjourned hearing or consideration, the remaining members 
may at their discretion proceed or continue with the 
hearing or consideration provided that they are not less 
than four in number. In any case where a matter is 
heard or considered wholly or in part by four members of 
the Disciplinary Committee and they are unable to arrive 
at any determination of any matter the complaint shall be 
reheard and reconsidered by five members of the said 
Committee among whom the said four or any of them may 
be included. 

No member of the Council shall at the same time serve 
on both the Investigation and Disciplinary Committees. 


Matters to be laid before Investigation Committee 


104. It shall be the duty of the Secretary and the right 
of any member or of any aggrieved person to lay before the 
Investigation Committee any facts indicating: 

(a) that a member has become liable to exclusion, sus- 
pension, reprimand or admonishment under any 
provision of the Royal Charters, or 

(b) that an articled clerk has been guilty of felony or mis- 
demeanour or has been declared by a competent 

. Court to have been guilty of fraud or has been guilty 
of .an act or default of such a nature as to render 
him unfit to become a member of the Institute. 
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Where any complaint has been received by the Institute, 
the Council or the Secretary, that any member has become 
liable as aforesaid or that any articled clerk has been guilty 
as aforesaid the complaint shall forthwith be laid before 
the Investigation Committee. 


Duties of Investigation Committee 

105. It shall be the duty of the Investigation Committee 
to consider the facts or complaint laid before it under the 
provisions of the last preceding bye-law and where it is 
of opinion that the facts or the complaint require further 
investigation it shall prefer a formal complaint to the Dis- 
ciplinary Committee. 

The Investigation Committee may at the request of any 
member or articled clerk advise such member or articled 
clerk in regard to any matter of professional conduct. 


Duties of Disciplinary Committee 

106, The Disciplinary Committee, on receipt of a formal 
complaint in pursuance of the last preceding bye-law, shall 
forthwith give to the member or articled clerk notice of its 
intention to consider the complaint. The Disciplinary 
Committee shall give such member or articled clerk an 
opportunity of being heard before it and shall, if the member 
or articled clerk so desire, permit such membér or articled 
clerk to be represented before it by counsel.or by a solicitor 
or by a member of the Institute. The Investigation Com- 
mittee may request a member of the Institute (who may be 
a member of ghe Investigation Committee) to support the 
formal complaint before the Disciplinary Committee or 
may instruct a solicitor to support or to brief counsel to 
support such complaint. 

| Powers of Disciplinary Committee 

107. If the Disciplinary Committee is of opinion that a 
formal complaint has been proved it shall make a finding 
to that effect and thereupon it shall have full power to 
order: that the member concerned be excluded from 
membership or suspended for a period not exceedirig two 

ears from membership or to declare that the articled clerk 

is not fit to become a member of the Institute: Provided 
always that if in the opinion of the Disciplinary Committee 
the complaint shall have been proved but the member or 
articled elerk shall not have been guilty of conduct suffi- 
ciently serious to be visited in the case of а member b 
exclusion or suspension or in the case of an articled clerk 
by such a declaration, it shall have full power to reprimand 
or admonish the said member or articled clerk. Notice of 
the finding and decision of the Disciplinary Committee 
shall forthwith be given to the member or articled clerk 
concerned and the decision shall thereupon take effect. 


Right of appeal and Appeal Committee 

108. А member who has been ordered by the Disciplin- 
ary Committee to be excluded or suspended from member- 
ship or an articled clerk who has been declared by the 
Disciplinary Committee to be not fit to become а member 
of the Institute or a member or articled clerk who has been 
ordered to be reprimanded or admonished, may within 
twenty-one days of the date of the fiotice to him of the 


decision of the Disciplinary Committee appeal to the 


Council. The notice of such appeal shall state the grounds 
of such appeal and the grounds во stated shall not be 
amended after the date of the delivery of such notice save 
by the leave of the Appeal Committee set up under this 
bye-law. 

The Council shall as soon as practicable after the receipt 
of such notice of appeal set up an. Appeal Committee to 
determine the appeal. The Appeal Committee shall consist 
of the President, Vice-President and three other members 
of the Council: Provided that no member of the Investiga- 
tion Committee or Disciplinary Committee who investigated 
the matters or heard or considered the complaint in respect 
of which the appeal is brought shall be eligible for appoint- 
ment to such Appeal Committee. If at the time of the 
appointment of -such Appeal Committee the Council 
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considers it impracticable to appoint the President or Vice- 
President the Council may appoint another member or 
other members in his or their place. If any member of the 
Appeal Coramittee so appointed is unable to act because of 
ill health, absence from the country or other reason or if 
he shall before the date fixed for the determination of the 
appeal have ceased to be a member of the Council, the 
remaining members of the Appeal Committee shall have 
full power to co-opt any member of the Council eligible 
for appointment. 


Powers and duties of Appeal Committee 

109. The Appeal Committee may determine the appeal 
after consideration of the. record of the evidence ae 
before and documents produced to the Disciplinary 
mittee, but shall have full discretionary power to reheat 
any witness called before thé Disciplinary Committee or on 
special grounds to receive fresh evidence. 

'The Appeal Committee shall give the member or articled 
clerk' concerned an opportunity of being heard before it 
and shall, if the member or articled clerk shall so desire, 
permit him to be represented before it by counsel or a 
solicitor or a member of the Institute. The Investigation 
Committee may request a member of the Institute (who 
may be a member of the Investigation Committee) to 
support the decision of the Disciplinary Committee or may 
instruct solicitors to support or to brief counsel to support 
such decision. 

The Appeal Committee shall have full power to affirm 
vary or reverse the finding and decision of the Disciplinary 
Committee. Notice of-the finding and decision of the 
Appeal Committee shall forthwith be given to the member 
or articled clerk concerned and the decision shall there- 
upon take effect. 


Record of findings and decisions 
110, All findings and decisions of the Disciplinary Com- 
mittee and the Appeal Committee shall be reported to the 
Counéil and the Council shall cause the same to be duly 


recorded, 
Publication of findings and decisions 

ІІ. Where the Disciplinary Committee finds that a 
formal complaint has been proved the Council shall cause 
to be published in such newspapers and journals as it shall 
think desirable the finding and decision of the Disciplinary 
Committee: Provided that such publication shall not be 
made before twenty-two days after the date of the notice 
to the member or articled clerk concerned of the decision 
of the Disciplinary Committee and where the member or 
articled clerk concerned has within twenty-one days 
appealed to the Council such publication shall not be made, 
but if in such a case the Appeal Committee affirms the 
finding of the Disciplinary Committee that the complaint 
has been proved, the Council shall cause to be published 
in such newspapers and journals as it shall think desirable 
the finding and decision of the Appeal Committee as soon 
as practicable after such finding and decision are pro- 
nounced. 

The publication shall in all such cases include the name 
óf the member or articled clerk concerned unless in a 
particular case the Disciplinary Committee or the Appeal 
Committee, as the case may be, considers that there exist 
special circumstances which justify the omission of the 
name from such publication. 

Where the Disciplinary Committee finds that a formal 
complaint has not been proved or where on appeal the 
Appeal Committee so finds, the Council may make such 
publication (if any) as in-the circumstances of the case it 
considers desirable. 


Return of certificates in event of exclusion or suspension 
· II2. In the event of the suspension or exclusion of a 
member every certificate of membership, fellowship or 
practice then held by him shall be delivered up by him to 
the Secretary; in the case of suspension to be retained 
during the period ofisuspension or, in the case of exclusion, 
to be cancelled. . 
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Power to make regulations | 
113. The Investigation Committee, the Disciplinary 
Committee and the Appeal Committee shall each have 
power to make such rules and regulations (not inconsistent 
with the Royal Charters and these bye-laws) as may be 
-onsidered by them necessary for the performance of their 
respective functions. 
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WEEKLY NOTES 


Better Building Society Accounts 


„ast week, the Registrar of Friendly Societies laid 
efore both Houses of Parliament a revised form of 
eturn which, as from the beginning of December, 
vill define the pattern which the financial accounts 
if building societies must follow. Among the addi- 
ional information which will have to be disclosed 
re particulars of loans to borrowers who have more 
han one mortgage where the total indebtedness 
xceeds /25,000 and the number and amount of 
hareholdings and deposits greater than £5,000. The 
ost of advertising, the total of receipts from fines 
nd the aggregate of ‘other amounts paid by bor- 
owers as consideration for advances’ must also be 
iven separately. Investments in British local govern- 
aent securities will require to be divided as between 
juoted' and ‘unquoted’. The periods covered by 
icome tax and profits tax appropriations and pro- 
isions inust be stated and a special reserve, as 
istinct from a general reserve, must be created for 
ll mortgage losses which are actually anticipated. А 
ew schedule is called for in which will be listed 
ivances on properties where a receiver was appointed 
iore than twelve months prior to the date of the 
alance sheet. 

The outcome of these statutory changes, the first 
or six years, should be the production of more 
formative accounts, a trend which will be welcomed 
y all who appreciate the responsible function which 
uilding societies fulfil in the nation's economy. 


Annual Report on Companies 


he general annual report for 1955 on matters 
dating to companies was issued last week by the 
oard of Tradel. 

Among the more important company matters 
zalt with by the Board of Trade and described in the 
itroductory paragraphs are the progress of registra- 
jns; the number of companies on the registers; 


H.M.S.O. rs od net; 1s 11d by post. 


the winding-up of companies; the administration of 
the Companies Act under various provisions; 
appointments of inspectors to investigate the affairs 
of companies; and prosecutions by the Board. Тће 
general information is supplemented *by detailed 
statistical tables for comparison with previous years, 
and a list of orders and regulations made under the 
Act is also included. 

The report shows that 307,596 companies were 
on the registers in Great Britain on December 31st, 
1955 — compared with 295,720 in the previous year — 
and of these, 291,083 were private companies and 
16,513 were public companies. The growth in the 
number of private companies was maintained during 
the year, with an increase of 11,970 companies, while 
the steady fall in recent years in the number of 
public companies continued; there were 94 fewer at 
the year-end. 

The total number of new companies registered 
during 1955 was 17,507 compared with 15,855 in 
1954 – a higher figure than in any year since 1947. 

The number of new companies registered with a 
Share capital was 17,349, against 15,713 in 1954, 
comprising 17,329 (15,682) private companies and 
20 (31) public companies. The nominal capital 
of the companies registered amounted to {115-6 
million compared with £77:1 million in the previous 
year. 

During 1955, 5,631 companies (6,224 in 1954) 
were dissolved or struck off the registers, and winding- 
up proceedings were begun in 3,589 (3,650) cases, of 
which 398 (427) were compulsory liquidations. 


Life Assurance in 1955 
Figures have now Њеп released of the amount of life 
assurance business written in 1955, the statistics being 
published under the auspices of the Life Offices 
Association and the Associated Scottish Life Offices. 
According to the brochure setting out the figures in 
some detail, the total of new individual and new group 
sums assured in 1955 was £1,108 million which was 
an increase of £147 million over 1954. This repre- 
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sents a growing rate of expansion, for the increase of 
1954 over 1953 was £138 million. It would appear 
that by the end of last year about 2,475,000 work- 
people were covered either by life assurance or 
deca benefits, the majority being. covered by 

oth. The total amounts assured under all policies, 
including bonus additions, amounted at the end of 
1955 to £6,066 million in the case of individual 
assurances and £1,126 million in group business. 
Individual assurance schemes are by far the bigger 
of the two but group business is now expanding at a 
more rapid rate than the former. 

A table is given of the diversification of ‘Life 
Offices funds between different types of invest- 
ment. The big change in the last few decades has 
been the increased holdings of ordinary stocks and 
shares. Thirty years ago these offices held only about 


5 per cent of their funds in equities, while today it has- 
increased to 15j per cent. The two largest types of. 


holdings are still gilt-edged and local authority 
stocks at 33 per cent on the one hand and debentures 
and preference shares at 213 per cent on the other. 


"Funds for the Railways 
A White Paper (Cmd. 9880) was presented to Parlia- 
ment by the Minister of Transport last week setting 
out certain financial proposals for the railways. Тће 
British Transport Commission is to receive loans 
from the Government up to about £250 million to 
cover the annual deficits until the early 1960s. By 
then it is expected that the modernization programme 


will have restored British Railways to break-even’ 


point and beyond. 'T'he modernization plan is to be 
accelerated as part of the scheme. | 
The British Transport Commission expects its 
accumulated deficit to be about £120 million by the 
end of this year compared with f7o million at the 
end of 1955. There is no prospect of substantially 
increasing revenue by raising charges in general 
although there may be some selective increases here 
and there. The Government is in agreement with this 
view and there will be few who will quarrel with it. 
The British Transport Commission's scheme, which 
the Government has endorsed, is thus to tide over the 
next five years of acute difficulty while the railway 
system is suffering its maximum burden from the 
neglect in the past of its capital assets and while the 
modernization programme is gathering impetus. 
There is probably no other way now of restoring 
the railway system to efficiency than by mortgaging 
the future earning power of the assets now being 
created. "Го judge from the Commission's estimate of 
its earning power in the 19608, thig mortgage will Бе 
no great burden. It is absolutely vital, however, that 
those who are in a position to put pressure'on the 
railways should not be enabled to force the British 
Transport Commission to use such a mortgage for 
other purposes than modernization of equipment. If 
that were to happen a reasonably stern financial 
discipliné imposed under this new scheme could be 
replaced by a form of subsidy whith would have to 
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become permanent and which would destroy the 
morale of management and workers alike. 


Towards the Economy Target 


A further statement was made in the House of 
Commons last week by the Chancellor of the Ex- 
chequer on the Government's efforts to achieve its 
target of a saving of {100 million in the current 
fiscal year. It will be recalled that Mr Macmillan 
announced savings of £76 million at the end of June. 
The latest announcement covers cuts of £17} million 
spread almost equally between defence and the civil 
estimates. With these economies, the total has now 
advanced somewhat reluctantly to £93} million. The | 
Chancellor is going to make a further statement at a 
later date about the remaining economies to be put 
Into effect. 

'The two main cuts are, first, the change in the 
method of charging for National Health prescriptions 
which will in effect raise revenue from this source. . 
Charges are to be made on a basis of 1s per item instead 
of 1s per form. It is also proposed to make a seasonal 
increase from 744 to 8d a pint in the retail price of 
milk as from January 1st, 1957. The cuts in defence, 
which consist of a number of comparatively small 
items, have been made in man-power and their 
efficacy cannot be judged without some information 
being available about the strategic background. 
Overall, nearly £5 million of the total economy of 
£17} million is to come out of the adjustment of 
the milk price. 

These economies are unspectacular but steps of 
this kind always are. It may well be that the Chan- 
cellor wishes that he had never mentioned a target 
of {100 million and the piecemeal announcements 
which have been made show that the Government is 
having to look around diligently to find the places 
to cut. The exercise is no less worth putting in hand 
for that reason. It remains to be seen in due course 
whether these remaining adjustments to Government 
expenditure are carefully worked out economies or 
whether some departments have been slashed in a 
desperate effort to raise the last few million pounds 
of the target. It has to be remembered too, that 
while it may be difficult to make economies there are 
always pressures on Government expenditure forcing 
up outlay in other directions as fast as it is cut down 
in those under review for economy at any particular 
time. 


The Monopolies Commission 


The former Monopolies and Restrictive Practices 
Commission has been reconstructed as.from October 
31st, in accordance with the Restrictive Trade Prac- 
tices Act, 1956, and is now to be known as the Mono- 
polies Commission. At his own request, Sir David 
Cairns, Q.C., has given up his appointment as chairman 
in order to return to the Bar and as from November 
ist the new chairman is Mr Richard Francis Levy, 
Q.c. t 
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FINANCE AND COMMERCE 


Disturbed political conditions have naturally re- 
stricted the volume of stock-market business, but 
new issues continue to attract firm support. 


Electronic Accounts 


The reprint this week gives the accounts of Elliott 
Brothers (London) Ltd, one of the leading companies 
in the field of electronic computers, The business, 
founded in 1800, is now broadly described as 
'instrument makers and electrical and mechanical 
engineers’. Its modern production, however, includes 
TRIDAC (three-dimensional analogue computer) in- 
stalled jointly with the Royal Aircraft Establishment 
at the R.A.E., Farnborough, workshops. TRmac is 
the biggest electronic computer in the country and 
one of the biggest in the world, occupying 6,000 
square feet of space, employing 8,000 valves, and 
using enough electricity to light a small town. 

Costing something like £750,000 and a substantial 
budget for maintenance, it is invaluable to the air- 
craft industry. Within its capacity is the simulation of 
the performance of a jet fighter chasing a high-speed 
bomber, the positions of the aircraft, their 
manoeuvres, speeds, heights, etc., being calculated 
and displayed on meters, graphs and screens at the 
same rate as the events would actually happen. 

For the office user, there is the ‘Elliott 405’, which 
provides the advantages of electronic computing for 
wages and payroll calculations, sales analysis, 
inventory control, invoicing, etc. The company uses 
this machine for its own work and reckons, in wages 
calculation, to do the job at the rate of seven and a 
half seconds per employee, from the feeding in of the 
information to the automatic printing of the pay- 
slips, giving all the details made necessary by the 
taxation and social system. It is possible to store the 
entire pay records of the 700 staff at the company's 
Boreham Wood factory on sixty feet of magnetic 
tape, the machine’s ‘memory’. 


Thanks to Bankers 


One of the points in the statement accompanying 
the accounts by the chairman, Mr R. E. Е. де 
Trafford, is an appreciation of the continued support 
of the company's bankers — rather unusual in these 
days of ‘credit squeeze’ but understandable in view of 
the importance of the company's work. The increase 
in the balance sheet in “Work done on Government 
and other contracts’ from over £700,000 to £1,310, 561 
will be noted. This reflects not only increased turn- 
over with Government departments but also certain 
changes in the method of payment under Government 
contracts ‘which together have thrown a considerable 
strain on the company’s liquid resources’. As a 
consequence mainly of this increase, the bank 
overdraft is up from £154,371 tg £294,988. 

Within “Trade and sundry creditors and accrued 


charges’ is an amount of £30,000, the balance of the 
purchase consideration relating to the acquisition of 
Bristol’s Instrument Company Ltd. The £30,000 
has since been cleared off. 


Debenture Purchase. 


This year’s balance sheet of the Calcutta Tramways 
Company Ltd contains for the first time a first 
debenture stock redemption account following the 
purchase and cancellation of £6,305 of the stock, at a 
cost of £3,902. Mr D. E. Webb, z.c.4., the chairman, 
explains that it was felt it must be in the interests 
of the ordinary shareholders to acquire and cancel 
such debentures as, whenever the undertaking is 
taken over by the Government, they will become 
repayable at par out of the purchase price. The 
second debentures, he pointed out, are already taken _ 
care of by the existing redemption provisions. 

Mr Webb refers to the need for an increase in 
fares. Maintenance and improvement qf the services 
cost ‘sums vastly in excess of the surplus available 
to meet them'. In Calcutta, he continues, there is 
still a feeling that increased fares mean increased 
profits for shareholders which, however, have in 
fact been agreed with the Government. If the surplus 
on running the undertaking increased tenfold, the 
amount available for shareholders ‘would not be 
increased by one rupee. 

One of the great objects behind the agreement, 
Mr Webb adds, was to ensure that never again 
would an increase in fares be questioned on the 
grounds that it would benefit the shareholders. 


Unusual Capital Issue 

A most unusual capital issue has recently been 
proposed by the. directors of Charles Winn & Co 
Ltd, the Birmingham engineers. The company’s 
present capital is {125,000 in 6 per cent ХІ preference 
shares and £165,000 in 5s ordinary. Holders of both 
classes will be able to apply for new capital in the 
form they want it, preference or ordinary. 

The issue is of £60,000 nominal in unclassified 
form -of which, according to the demand, up to 
£25,000 will be classified as preference, any not 80 
classified being issued as ordinary. The preference 
will be issued ас par and the 55 ordinary at 5s 6d per 
share. The issue is not being underwritten and the 
prices in each case will be less го per cent com- 
mission. 

In putting forward the plan, the directors joint 
out that quite a large amount of the preference capital 
is already held by the ordinary shareholders and they 
consider it will be a convenience to members of the 
company if they are allowed within the limit to 
choose in which form they will provide the new capital. 

The consent of the Capital Issues Committee has 
already been obfained. 
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ELLIOTT BROTHERS (LONDON) LIMITED 








Explanatory Notes on the Accounts 
FOR THE YEAR ENDED 3ist DECEMBER, 1955 : i 


l. Fixed Assets.—The figures of cost and depreciation (so far as reasonably ascertainable) are as follows: 


At 3ist December, 1954 








At 31st December, 1955 











Cost, etc. Deprecia- „Net Cost, etc. Рергесіа- Net: 
tion Чоп | 
£ £ £ £ £ £ 
201,539 57,716 143,823 Freehold and Leasehold Land and Bulldings, at cost 269,163 59,059 210,104 
Plant, Machinery, Equipment, etc.— у 
At net amount standing in Company's books at 31st December, 1947, less subrequent sales 
409,872 153,106 255,766 and depreciation (cost not being reasonably ascertainable) and at cost .. — 660,245 212,755 447,490 
£611,411 £210,822 400,589 £929,408 £271,814 657,594 
Additions Deprecia- 
during ton ^ 

year for year t 
53,989 Jigs, Tools, etc. 21,764 26,782 48,971: 
1 Designs, Patents, etc f 
£454,579 £706,566 
No depreciation on Freehold Land and Factory Bulldings has been provided during the year. | 

2. Share Premium Account— 
Balance ас 3ist December, 1954 £44,742 
Add: Premium on Issue of Ordinary "Shares. " 234,000 
278,742 
Deduct: Capital Issue Expenses , 12,031 
£266,711 
• Ls 

3. Good will-— 

Balance яс 3ist Decomber, 1954 "T £50,000 
Deduct nt written off A 30,000 
£20,000 


4. Capital Commitments, —Commltments for capital expenditure in addition to those for which provision has been тайв In the Accounts are 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


estimated at £90,000. 


1 


*Do Accountants Die Young ?' 


Sm, – Having read with some interest Mr M. T. L. 
Bizley's article (October 27th issue), I am wondering 
whether actuaries wil or do employ different 
mortality tables for different occupations and if so 
whether such differentiation is justified. Even for an 
occupation carrying exceptional risks such as that 
of a racing motorist, I should have thought that a 
more reliable result would have been attained by 
modifying the ordinary table by reference to experi- 
ence of deaths from occupational causes than by 
preparing a special table for racing motorists. 

For most human beings I should have expected 
mortality to be more dependent on heredity than 
environment. Suppose Mr Bizley gets his table, will 
he conclude that: 

(1) accountancy work tends to curtail (or lengthen) 

life, or 

(2) those likely to die young (or old) tend to take 

up an accountancy career. 

He may object that in practice this does not 
у matter, but surely unless actuaries can asgess the 
. relative influence of environment and heredity on 
mortality tables they do not know what questions to 
ask. It seems probable that as regards mortality, 
accountants are merely a ragdom selection of the 
general public. On the other hand, a table for jockeys, 


invariably small men, might show useful significances. 
May it not be that life offices would obtain more 
valuable information from a reply to the question, 
“What were the colours of your parents’ eyes?’ than 
from the question ‘What is your occupation?’. 
Yours faithfully, 
SPACE PILOT. 


[Mr Bizley writes: My article was not intended to 
express any opinion upon the usefulness of an investi- 
gation into the mortality of a particular profession, but 
only to clear away certain misconceptions as to how 
such an investigation could be made if desired. Your 
correspondent is correct in suggesting that the mor- 
tality of members of an occupation depends upon: 
many factors which may be more important than the 
occupation itself. It follows that neither of the соп- 
clusions set out in his letter would necessarily be 
drawn from the results of such an investigation.] 


Bank Deposit Interest 


Sm,-I should appreciate the opportunity of 
replying to your correspondents regarding bank 
deposit interest and of amplifying my previous 
letter on the subject (October 6th issue). 

I did not refer to deposit receipts mentioned by. 
‘B.K? (October zoth issue), but to the common or 
garden deposit account for which a pass-book is, 
issued, and upon which, to the best of my information, 
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interest is not compounded. І did. по! intend to join 
banks generally in my earlier letter, and this, I feel, 
was clear. 

Further, I would say that the cases mentioned do 
not involve legal avoidance of surtax or the conceal- 
ment of untaxed profits suggested by Mr Gook 
(October 13th issue), but rather to the smaller 
investor who has, for example, the proceeds of an 
unusual capital transaction to place on deposit 
without disturbance for a lengthy period. I would add 
that the position to which I referred arises on the 
commencement of a deposit account. · 

From direct correspondence received I find that 
others have had the same difficulty, that the Revenue 
generaly accept apportionment over the tax years 
concerned, and that no fürther difficulty is experi- 
enced once the case is established, | 

The point I wish to make is that if all banks 
adhered to the practice of crediting interest yearly or 
half-yearly the trouble, mostly quite unnecessary, 
would not occur.. There is, perhaps, a degree of 
fault on the part of the client, but I contend that this 
is caused by incomplete understanding of the facts, 
aggravated by tlfe policy of the bank concerned. 
| Yours faithfully, — .- 

Chichester. A. F. JANES. 


Audit Staff Advertisement 


Sm, – In our present form we are only in our eleventh 
year of professional practice, and quite a small firm 
without significance, comprising two principals and 
eleven staff, and to enable us to cope, we very 
recently advertised in The Accountant, and also a 
national evening newspaper, for two semi-senior audit 
assistants, without stipulating any particular profes- 
sional qualifications, and offering no ‘luncheon 
vouchers’ or any other so-called inducements. 

Our advertisement quoted our name, address, the 
type of work involved, and the commencing salary of 
£780 per annum (with holiday bonus it reaches 
£3850). The response has completely overwhelmed 
us. Within ten days.we received 319 written applica- 
tions, of which 161 were in response to our advertise- 
ment in The Accountant. Every one of the applicants 
was in employment. The conditions and standard of 
remuneration revealéd in the majority of the applica- 
tions have disheartened and shocked us. | 

We are neither political economists nor psycholo- 
gists; we are not out to reform the profession, nor 
have we any ‘message’ for it, but it may be of раг- 
ticular interest if we quote the facts: | 

(а) Thirty-three applicants were in commercial 

posts, and of the remaining 286, 84 were with 
firms of chartered accountants, 119 with incor- 
porated accountants, 68 with certified account- 
ants, and 15 with ‘mixed’ firms. 
. (Б) Of those employed with professional firms, 
. 199 were from the Metropolitan area, 51 from 
the Provinces, 18 from Wales, 14 from Scotland, 

and 4 from Northern Ireland.: E 
(c) With regard to ascertainable current remunera- 
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tion, in 68 cases it did not exceed £450 per 
annum, in 192 cases it did not exceed £550, and 
in 13 cases it did not exceed £650. 

(d) The average age of the applicants was 26; 
241 were married, with 101 with one child or 
more. 

(e) In 18 cases more than one applicant came from 
the same firm. 

(f) The professional experience and technical 
standard was, in our opinion, very satisfactory, 
the average accountancy experience being five 
years three months. Seventeen were fully 
qualified by examination, and 132 semi-qualified 
(Intermediate stage) and studying for their 
Finals. 


We are becoming increasingly tired .of listening to 
our professional colleagues wailing about staff prob- 
ays of over-full employment 
(а term which really conveys nothing to us), there 
would appear to be no shortage whatever of first-rate 
experienced office staff, if firms are willing to pay a 
fair rate for the job. Yours faithfully, 

London, W1. . POLE, BRETT & CO. 


: Indian Companies Act Phraseology 


Sm, - Will any of your readers who may be con- 
versant with the drafting of fiscal legislation enlighten 
me on the use of the following differential phrascology 
in an Act: ‘it shall be “deemed” to be’; ‘it shall be 
treated ‘ав if” '; "it shall be “taken to be" '. Do these 
three phrases have the same connotation, or are they 
merely interchangeable terms with: no particular 


"Да the Indian Companies Act, Section 35 (7), 
relating to rectification of mistakes, the words used 
are: ‘it shall be deemed to be a mistake apparent on 
the record’. In the next subsection (8), however, the 
words used are ‘determine the sum on the basis of 
such computation or recomputation .as if the com- 
putation or recomputation is a mistake apparent on 
the record’, while in the schedule dealing with insur- 
ance companies, the words used are ‘the profits and 
gain of life insurance business shall be taken to be’. 

In Section 35 (7), a fiction is created of a distribu- 
tion, for reduction of a company's profit does not 
automatically result in the reduction of shareholders' 
distribution and, therefore, the word ‘deemed’ seems 
to be more appropriate. In Section 35 (8), the assess- 
ment of a firm automatically affects the assessment of 
partners and hence ‘as if? seems to be more appro- 
priate than 'deemed'. In the case of insurance com- 
panies, ‘taken to be’ has perhaps the connotation of 
substitute of ‘surplus’ for ‘profits’ as used in Бес- 
tion 10 (1), so that readjustment of such surplus on 
the basis of certain expenditure allowable under 
Section, то (2) becomes possible. A ‘deemed’ fiction 
cannot be subjected to analysis of its component 
parts and hence the differential use of ‘to be taken 
as’. Is there any substance in this view? 

а Yours faithfully, | 
sos У ARCADIA.. 
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ANNUAL DINNER IN LEEDS 
The Leeds, Bradford and District Society of Chartered Accountants 


The annual dinner of The Leeds, Bradford and 
District Society of Chartered Accountants was held 
on Friday, October 26th, at The Queen’s Hotel, Leeds. 
Mr E. R. Longman, F.c.a., President of the Society, 
presided, and with Mr A. S. H. Dicker, M.B.E., F.C.A., 
President of the Institute, received nearly five hundred 
members and guests. Among those present were the 
Rt. Hon. Sir William Mabane, K.B.E., Alderman 
Thomas A. Jessop, J.P., Lord Mayor of Leeds; and 

Messrs B. Bancroft, r.Cc.w.A. (President, Leeds and 
District Branch, Institute of Cost and Works Accountants); 
H. Bolton, r.c.4. (President, Leeds and District Chartered 
Accountant Students’ Association); Т. E. C. Bond (Chatr- 
man, Yorkshire Branch, Chartered Auctioneers’ and -Estate 
Agents’ Institute); C. W. Boyce, С.В.Е., F.C.A. (member of the 
Council of The Institute of Chartered Accountants in England 
and Wales); R. F. Butler (Vice-President, Leeds Incorporated 
Chamber of Commerce); D. L. Crow, Е.З.А.А. (Senior Vice- 
President, Incorporated Accountants’ Bradford and District 
Society); W. Cunliffe (Chairman, Institute of Bankers, 
. Bradford and District Centre). 

Messrs John Duncan (President, Bradford Incorporated 
Law Society); А. W. Emmerson (Chairman, Institute of 

Bankers, Leeds Local Centre); Norman H. Fowler (President, 
© West Yorkshire Society of Architects); R. S. Fraser (Asst. 
Hon. Secretary, Bradford and District Chartered Account- 
ants! Students’ Association); A. F. B. Ham, F.c.a. (President, 
Bristol and West of England Society of Chartered Account- 
ants); E. J. Hinchliffe (H.M. Principal Inspector of Taxes, 
Bradford), Н. A. Kinney, F.C.A. (President, South Eastern 
Society of Chartered Accountants); F. D. Nickell Lean 
(President, Bradford Incorporated Chamber of Commerce). 

Messrs R. B. Leech, M.B.&, T.D., F.C.A. (President, 
Birmingham and District Society of Chartered Accountants); 
E. Luscott, B.A., F.C.I.8. (Chairman, Chartered Institute of 
Secretaries, West Yorkshire Branch); A. S. Maclver, M.C., 
B.A. (Secretary, The Institute of Chartered Accountants in 
England and Wales); John C. Miller (President, Insurance 
Institute of Leeds); F. S. Mowforth, r.c.A. (President, Hull, 
East Yorkshire and Lincolnshire Society of Chartered 
| Accountants); R. E. Nutt, LL.B. (President, Leeds Incor- 
porated Law Society); C. L. O'Callaghan, F.c.a. (President, 
Nottingham Society of Chartered Accountants). 

Messrs R. А. Palmer, T.D., M.A., Р.С.А. (President, 
Leicestershire and Northamptonshire Society of Chartered 
Accountants); J. J. Penny, Е.3.А.А. (President, Incorporated 
Accountants’ District Society of Yorkshire); W. A. Rawlinson, 
F.C.A. (President, Bradford and District Chartered Account- 
ants’ Students’ Association); Е. A. Richardson, F.R.1.C.8., 
F.A.1. (Hon. Secretary, Yorkshire Branch, Royal Institution of 
Chartered Surveyors); Canon C. B. Sampson, M.A. (Vicar 
of Leeds); Messrs C. H. W. Sansom, F.c.a. (Hon. Secretary, 
North Yorkshire and South Durham Branch, Leeds, Bradford 
and District Society of Chartered Accountants); A. E. Shaw, 
A.C.A. (Vice-President, East Anglian Society of Chartered 
Accountants); J. E. Smith, рл... (Vice-Chaz: , York- 
shire Land Agents’ Society); C. С. Sparrow, F.C.A. (Presi- 
dent, North Yorkshire and South Durham Branch, Leeds, 
Bradford and District Society of Chartered Accountants); 
David Steele, v.c.a. (Vice-President, Leeds, Bradford and 
District Soctety of Chartered Accountants). 

Messrs E. Duncan Taylor, F.c.a. (member of the Council 
of The Institute of Chartered Accountants in England and 
Wales); B. Thomas, ¥.c.a. (President, Sheffield and District 
Society of Chartered Accountants); А. F. Trigg, F.A.C.C.A. 


(President, West Yorkshire Society, The Association ој 


Certified and Corporate Accountants); N. E. Turner (Presi- 
dent, Insurance Institute of Bradford; G. V. Williams, 
ове, BA. (H.M. Principal Inspector of Taxes, Leeds): 


P. L. Wood (Hon. Secretary, Leeds and District Chartered 
Accountant Students! Association). 

Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, Sir William 
Mabane said there was no profession in which the 
status and importance of those engaged in it had 
developed so remarkably in the last half century as 
that of accountancy. 


Facsimile Audit Reports 


In the course of his response, Mr Dicker mentioned 
that in The Accountant of October 13th there was pub- 
lished a réport of the Institute’s Council meeting held 
on October 3rd, containing a statement by the Council 
regarding the undesirability of the inclusion in the 
published accounts of public companies in the United 
Kingdom of audit reports on headed notepaper in 
facsimile form. Mr Dicker continued: 


‘Perhaps some members have not read this, or if they 
did they passed it over as it did not concern them directly, 
and others although not involved might wonder what the 
Council is getting at. In fact, I have been asked what 
exactly is meant Ву this statement. Of course it means a 
printed or otherwise reproduced copy of an audit report 
on the ordinary notepaper of a firm which is usually headed 
with the names of all the partners and giving a number of 
addresses of branch offices, possibly including those over- 
seas. This is a practice which I believe has grown up rather 
quickly in another continent and, like many other forms of 
publicity over there, both the annual reports and accounts 
together with such an audit certificate are printed and 
embellished in many colours and various symbols to attract 
the public and they are scattered far and wide, not always 


` being limited to shareholders. 


‘I must say at once that in this country this practice is 
only on a very small scale, and as far as I know has nowhere 
approached the blatant methods I have mentioned. But the 
point is that it is something which with only a slight slacken- 
ing of the reins might easily become an incipient form of 
advertising. ' 

*Personally I cannot see why the old practice of puttin 
the audit certificate on the face of the balance sheet shoul 
be changed, or of course, in approptiate cases, forming a 
separate page attachéd to the accounts. But in all cases 
surely all that is necessary is the title "Chartered Account- 
ants” underneath the signature, the address or possibly 
just the town of the office where the work is done, and the 
date. 

‘You will note that the Council do not out-and-out 
condemn this new presentation, but the word which is used 
is "undesirable", which I suggest should be taken as a 
pretty good hint that “you have been warned". 


Mr Dicker reminded members that when in doubt 


. on matters of this sort which might arise during the 


ordinary course of practice and where there might be 
an element of advertising, the shortest and safest 
policy was to sgek the advice which was always avail- 
able from Moorgate Place. Referring to the wider 
question of publicizing the Institute and the work of 
the chartered accountant, Mr Dicker said that this was 
a subject under the constant consideration of the 
Council and every opportunity was taken to bring the 
Institute's work to the attention of the public in 
general. Е 

The toast of ‘Our Guests’ was proposed by Mr 
Longman, and the Lord Mayor of Leeds responded. 
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NOTES AND NOTICES 


Personal 


Messrs Barnes, Dunn & Вооснтом, Chartered 
Accountants, and Messrs SEWELL, HUTCHINSON & 
Co, Chartered Accountants, of Balfour House, 
Finsbury Pavement, London, EC2, announce with 
regret that Mr R. A. Boucuron, F.C.A., who joined 
the firm of BARNES, DUNN & BouGHTON in October 
1897, fifty-nine years ago, has retired from practice 
| as from October 31st, 1956. The practice will be con- 
tinued by the remaining partners. 

Messrs J. А. CutsHopm WILL & Co, Chartered 
Accountants, of Gresham House, 24 Holborn Viaduct, 
' London, EC1, announce that as from November rst, 
1956, they have admitted to partnership Mr KENNETH 


Sims NORMAN, A.C.A., who served his articles with: 


Mr J. A. CHISHOLM WILL, F.C.A., and since has been 
associated with him. The name of the firm will re- 
main unchanged. 

Messrs THORNE, LANCASTER & Co, Chartered 
Accountants, of,1 Drapers’ Gardens, Throgmorton 
Avenue, London, EC2, announce that they have 
taken into partnership Mr D. J. PYNE-GILBERT, A.C.A., 
and Mr P. G. H. Evans, A.C.A., as from November 
ist, 1956. The style of the firm remains unchanged. 

Messrs Moores, Carson & Watson, Chartered 
Accountants, announce that as from October 27th 
they have removed their offices from 4 St Mary Axe, 
London, EC3, to Greenly House, 30 Creechurch 
Lane, London, EC3. The telephone number remains 
unchanged. 

Messrs Fisher, Barry & FeLLows, Chartered 
Accountants; of 2 Lombard Street West, West 
Bromwich, announce with regret the death on 
October 22nd of their partner, Mr H. L. FELLOWS, 
F.C.A, following some months’ illness. They also 
announce that Mr E. J. SPURWAY, a.c.a., formerly 
their managing clerk, has been admitted to partner- 
ship. The name of the firm will remain unchanged. 

SIR Cartes H. WILson & Со, of 7 Greek Street, 
Leeds, 1, announce that for reasons of health, Mr 
H. LAZENBY, Е.5.А.А., retired from the partnership as 
from October tst, 1956. The firm will be continued 
by the remaining partners under the style of Sir 
CHARLES H. Уп5зом & Co, Chartered Accountants, 
and Mr LazzNBY will continue his association in a 
consultative capacity. 


Professional Notes 


Mr E. C. Sayers, A.C.A., has been appointed chief 
accountant of the Duport group of TERNS as 
from November rst. 

Mr N. Cassleton Elliott, M.A., F.C.A., F.S.A.A., ; has 
been appointed a director and chairman of Akim 
Concessions Ltd. 

Mr G. W. Wilks, T.D., F.C.4., has been appointed a 
director of Peter Brotherhood Ltd. ` 

Mr H. N. Grocock, B.COM., a.S.4.A., has been 
appointed chief accountant of Chemstrand Ltd. 


Golden Jubilee 


Mr Harold G. Judd, C.B.E., C.A., was entertained by 
his partners to dinner at The Dorchester Hotel, London, 
this week in celebration of his golden jubilee as a 
partner in the firm of Mann, Judd & Co, Chartered 
Accountants, of London. Mr Judd served his articles 
with John Mann & Son, Chartered Accountants, of 
Glasgow and London, and became a partner in the 
firm in 1906. 

In the First World War he served in the Ministry 
of Munitions and became Deputy Controller of 
Contracts; and in the last war he was Director of 
Salvage. Е 

Among his many activities outside the profession 
he was Mayor of Hampstead for 1951-53, and has, 
throughout his career, taken a keen interest in the 
finance of the English Presbyterian Church, the 
Y.W.C.A. and Y.M.C.A., and numerous charities. 

We understand that Mr Judd is continuing in the 
profession as well as on several company boards. 


The London Computer Group 


Although the London Computer Group was formed 
as recently as last April, such is the interest in this 
rapidly developing field that the Group's membership 
now approaches 450, with new applications coming 
in every week. Already there are twenty-four study 
groups at work on ten different aspects of computer 
use and development. 

The prime object of the Group is to provide, 
through study groups, the means whereby individuals 
with different professional interests may examine a 
common problem in computer use. For example, the 
developing concept of integrated data-processing 
supposes complete understanding between the pro- 
duction engineer, accountant, statistician and com- 
puter specialist, of each other's needs from a single 
processing of original data. 

Membership of the Group is open to any individual 
with an interest in the design, manufacture and use 
of electronic computers. А registration fee of ros 
is payable to cover initial administration expenses. 
Further information may be obtained from the 
joint honorary secretaries, London Computer Group, 
19A Coleman Street, London, ЕС2. 


Restrictive Trading Agreements: 
Registration 


Regulations! under the Restrictive Trade Practices 
Act, 1956, have been made by the Registrar of 
Restrictive Trading Agreements specifying the docu- 
ments to be sent to him for the purposes of the 
register. Briefly, these comprise any document con- 
stituting an agreement or part of it and a memo- 





oS 
1 Registration of Restrictive Trading Agreements Regulations, 
1956. H.M.S.O., 4d. 
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randum setting out the terms of the agreement and 
the names of the parties to it which are not in such 
а document (four copies. of these documents are 
required). Also required is a certificate on a special 
' form ~ forms will be available in about a fortnight – 
stating that the whole of the terms of the agreement 
and the names of all the parties to it have been 
forwarded. 

An official guide! to registration has been prepared 
and contains chapters dealing with the kinds of agree- 
mente which are registrable; those which are of a 
registrable kind but are specially exempted, and the 
position of trade associations under the Act. 


Since the Registrar's Office was opened on August 


7th, there have been a number of requests for advice 
about registration. It is, stressed, however, that 
advice cannot be given about hypothetical agree- 
ments; the Office can only express views about the 
registrability of existing agreements when all relevant 
documents are placed before them. 


The Institute of Cost and Works Accountants 
MANCHESTER AND District BRANCH 


About one hundred and seventy members and guests 
were present at the annual dinner and dance of the 
Manchester and District Branch of The Institute of 
Cost and Works Accountants held at The Midland 
Hotel, Manchester, on October 26th. Тће company 
was received by Mr W. A. Eastwood, F.C.W.A., 
President of the branch, and Mr Ian T. Morrow, 
С.А., F.C.W.A., A.T.L.I., President of the Institute, and 
among those present were: Sir Ian M. Horobin, 
M.A., Member of Parliament for Oldham East; Sir 
Vincent de Ferranti, M.C., M.LE.E., chairman and 
managing director, Ferranti Ltd; Mr J. Howard 
Bell, B.A., F.c.A., President, Manchester Society of 
Chartered Accountants; Mr Frank O. Wilson, 
F.S.A.A., President, Incorporated Accountants’ Society 
of Manchester and District; Mr V. Butterworth, 
F.A.C.C.A., Vice-President, Manchester and District 
Society of The Association of Certified and Cor- 
porate Accountants; the Very Reverend the Dean of 
Manchester; Mr Derek du Pré, joint secretary, 
The Institute of Cost and Works Accountants. 

The toast of ‘The Institute’ was proposed by Sir 
lan Horobin, and Mr Morrow responded. Mr 
Eastwood proposed the toast of "I'he Guests and 
Kindred Societies’ and the response was made by 
Sir Vincent de Ferranti. At the conclusion of the 
dinner there was dancing until x a.m. 


The Accountants’ Christian Fellowship 
Тће monthly meeting for Bible reading and prayer 
will be held at 12.30 p.m. on Monday next, November 
sth, in the vestry at St Mary Woolnoth €hurch, 
Lombard Street, London, EC3. The scripture for 
reading and consideration will be the parable of the 
tares. (St Matthew, Ch. 13, v. 24-30). 

1 Guide to the Registration gr PER under Part I of the 
Restrictive Trade Practices Act, 7956. H.M.S.O., is. ` 
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Revenue Paper, Michaelmas Sittings, 1956 
COURT OF APPEAL 


The following cases are down for hearing in the 
Court of Appeal: 


Evans Medical Supplies о. Moriarty (Inspector of Taxes). 

C.I.R. v. Pollock & Peel Ltd. 

London Investment & Mortgage Co v. C.I.R. 

C.I.R. v. London Investment & Mortgage Co. ` 

London Investment & Mortgage Co v. F. N. Worthington 
(Inspector of Taxes). 

F. N. Worthington (Inspector of Taxes) v. London Invest- 
ment & Mortgage Co. 

Escoigne Properties Ltd v, C.LR. 

C.I.R. v. Major H. A. D. Buchanan. 

H. C. Hart (Inspector of Taxes) v. J. Y. Sangster. 

F. Pyrah (Inspector of Taxes) v. Annis & Co. 

Wigram Family Settled Estates v. C.I.R. 

C.I.R. v. National Book League. 


Нісн Court 


The following cases are down for hearing in the High 
Court: 

W. L. Peto v. Hardman Phillips & Mann. 

Mitchell Bros. v. J. P. Tomlinson. 

F. Bridges v. Walter Manning Hewitt. 

F. Bridges о. Ernest Bearsley. 


. В. А. Gatehouse v. E. C. Vise. 


Mrs L. Oliver and Mrs C. S. Oliver, trading as J. & C. 
Oliver v. R. E. Farnsworth. 

C.I.R. v. Highams (Saftex) Ltd. 

Rt. Hon. G. W. Berkeley, 8th Viscount Portman v. C.LR. 
(Case under the Stamp Act, 1891). 

British Estate Investment Society Ltd v. E. D. Jackson. 

E. D. Jackson v. Laskers Home Furnishers Ltd. 

P. C. Bolam v. Regent Oil Co Ltd. 


Crawley Accountants’ Group 


At a recent meeting of the Crawley Accountants' 
Group held at The Apple Tree, West Green, Crawley, 
members discussed the provision and use of account- 
ing information for management. Figures of a hypo- 
thetical engineering company were supplied and 
following a brief introduction by the chairman, 
Mr P. S. Wells, A.A.C.C.A., A.C.W.A., the meeting 
divided into two groups. Later the views of each 
group were stated and general discussion of the 
points raised rounded off a pleasant evening. 

Further meetings of the Group are to be held as 
follows: 

November 15th: ‘Local authorities accounts’, by the 

treasurer of Crawley Urban District Council. 

December 18th: ‘Credit facilities for industry, by a 

representative of the United Dominions Trust Group. 

January 17th, 1957: Joint meeting with the local branch 

of the Purchasing Officers Association on ‘Material 
control’, 

February 13th: Discussion on company law. 

March 19th: Forum and general discussion on taxation. 

April 17th: Annual meeting followed by discussion on 

co-ordinatioa of the profession. 

Meetings will commence at 7.45 p.m. and ~ with 
the exception of that on January 17th, which will 
take place at The Railway Hotel, Crawley ~ will be 
held at the West Green Community Centre. 

Accountants in the Crawley area wishing to join 
the Group are invited to attend the next meeting or 
to write to Mr J. A. Chandler, a.s.a.a., “Parkdene’, 
45 Horsham Road, Crawley. 
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Incorporated Accountants! Lodge 


The installation meeting of the Incorporated Account- 
ants' Lodge was held on October 23rd, 1956, at 
Freemasons’ Hall, Great Queen Street, London, 
WC2, when W. Bro. W. F. Edwards, L.G.R., installed 
his successor W. Bro. E. B. Trimmer as W.M. 

W. Bro. E. B. Trimmer invested the following 
officers: 


W. Bro. 
W. Bro. 


. Hakim, S.W. Bro. Е. R. Marshall, 5.W.; 
. Crafter, Treasurer, W. Bro. А. S. Darr, 


"a 
da 


Dr W. Bro. A. А. Garrett, 


A very large number of guests were present. 
The address of the secretary of the ld is 
5 Forest Close, Snaresbrook, Епл. 


Students! Hockey and Rugby Matches 


On October 17th, Bristol and Birmingham Students’ 
Societies met to play hockey and rugby matches at 
Birmingham. 

The hockey match, which Bristol won 3 — 1, was 
played at Edgbaston H.C. ground, and although the 
half-time score was 3-0 to Bristol, the first half 
was territorially fairly even. The second half was all 
Birmingham and had it not been for a stout Bristol 
defence, Birmingham would have scored a hatful 
of goals. As it was their single goal (by M. Cole) was 
a rather scrambled affair. All three Bristol goals 
were scored by their captain, D. Cecil. 

ae teams were as follows: 

irmingham: P. Bailey; Т. R. Pu M. P. Parkes; 
P. y nds C. R. Lunt, N. Thomas; C. H. Bailey, M. Cole, 
P. King, P. G. Mayers, J. King. 

Bristol: M. Cooch; R. Castle, R. Potter; D. Russet, H. 
"Thompson, N. Cumming; A. Hill, R. Higgins, P. Grey, 
D. Cecil, C. Lakeman. | 

In the rugby match, at King's Norton R.F.C. 
ground, the Birmingham students gained their 
revenge. Bristol, although they had their fair share 
of the play, could not cope with their opponents’ 
breakaways. At half-time Birmingham were 14—0 
ahead, and they ran out comfortable winners by 20-3. 

Scorers for Birmingham were D. Peat, W. Aston, 
P. Cariss, D. Richards and E. White. R. Rossiter 
scored for Bristol. 

The teams (14-a-side) were: 

Birmingham: D. Peat; B. Winter, A. Prosser, E. White, 
L. Dicks; W. Aston, P. Cariss; B. Smith, D. Ricbards, 
А. Mills, A. Westwood, J. Mathews, C. Johnson, D. Cook. 

Bristol: M. Baber; M. Stewart, N. Allen, B. Smart, А. 
Williamson; R. Rossiter, P. Burchill; P. Moore, А. Cole, 
P. Tyrer, J. Ford, R. Lucas, А. Nowell, R, Shutter. 
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The Chartered Accountant Students’ Society. 
of London 

The following meetings of the London Stüdents' 

Society will be held during next week: 

Monday, 5.30 p.m., at the Institute: Lecture on “Recent 
developments in accounting in America’, by Professor 

' Sidney Davidson, C.P.A., PH.D., (Professor of Accounting, 
Johns Hopkins University, Baltimore, U.S.A.) Chairman: 
Mr J. Н. Mann, M.B.E., M.A., F. 

Wednesday: Visit to the head ‘fice e of Barclays Bank Ltd 
(limited number). 

5.30 p.m., at the Institute: Debate on the motion “The spoon- 
fed articled clerk is dangerous to our profession’. 

6 p.m., Lecture and demonstration of National accounting 
machines (limited number). 

6.30 p.m., at Guildford: Lecture on ‘Taxation’ by Mr 
V. S. Hockley, B.COM., C.A., A.A.C.C.A. 

Friday, 5.15 pm., Introductory course lectures on (1) 

‘Income tax’, by Mr J. Kennedy Melling, A.C.A., A.T.LI., 

F.R.ECON.8. and. (2) ‘Company law’, by Mr P. W. Medd, 
Barrister-at-Law. 

7 pm, at Chelmsford: Lecture on ‘Partnership taxation’, 

y Mr H. W. May, a.c.a. 


Носкеу 
Тће members beat the caida clerks by 2-1 in a 
hockey match played at Purley on October 17th. 
L. W. Hawkins and G. Robson scored for the 
members in the opening minutes of the game and 
despite intense pressure by the articled clerks they 
could only reply with a single goal by J. Crawshaw. 


` SQUASH 

A squash match, played with the Honourable 
Artillery Company on October 2 , resulted in a 
win for the Students’ Society by tour games to one. 
The scores (Society names first) were as follows: 

Т. Ruddock о. Crowthall 6-9, 4—9, 10-8, 2—0 (lost). 

T. Pescud v. Porter 9—o, 6—9, 9-7, 9-0 (won). 

J. Murray v. Seymour 9-5, 9-4, 9-2 (won). 

R. Boxhall v. Oscroft 10-8, 8-10, 10-8, 7-9, 9-7 (won). 

А. Boor v. Lewis 9-4, 9—7, 9-4 (won). 


Census of Production for 1956 

The Census of Production to be taken in 1957 for 
the year 1956 will be a simplified census on a sample 
basis, similar to last year's census. Àn order! pre- 
scribing the matters about which returns may be 
required has now been made by the Board of Trade. 
Undertakings producing coal, gas, electricitý, oil- 
shale, crude or refined petroleum or shale oil products 
are exempted from making census of production 
returns to the extent to which they supply the neces- 
sary information to the Minister of Fuel and Power 
ve in certain cases to the Secretary of State for 

cotland). Firms affected by the census have already 
been а А 


1 Census of Production (1957) (Returns and Exempted 
Persona) Order, 1956. (S.I. 1956, Мо. 1648.) Н.М.5.0., 3d.. 
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480 


Our Weekly Problem 
No. 142: Мно Pays? > 

‘My turn to pay,’ said Charles Sidate. He handed a 
third of the money in his pocket to Ivor. ‘You get 
the tickets while I park the car.' Ivor did so. When 
Charles returned, Ivor handed’ him a quarter of the 
money in his pocket, saying ‘It was actually my 
turn! They each then had а guinea.: 

What was the price of the tickets, and what had each 
in his pocket to begin with? 

The answer will be published next weal 


ANSWER TO No. 141: APPLES AND PEARS 


The lowest fraction is over 8 per cent, i.e. is pees than 
1/124. The total number is 420 made up as follows: 


Cox’s 1/1ath 

Type 2 1/1oth 42 

Туре 3 | 1/6th 70 

Type 4 1/5th 84 

Laxton's 1/3rd 140 

Pears es 49 
420 


There were 35 Cox’s. 
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Bristol Chartered Accountants' Luncheon 
Meeting: Correction 
The next luncheon meeting of The Bristol and West 
of England Society of Chartered Accountants is to 
be held on November 19th – лог November gth as 
stated in our issue of October 2oth. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant oe NOVEMBER STH, 1881 

Advertisement 

A PROFESSIONAL PUBLIC ACCOUNTANT 
and AUDITOR desires immediate employment. Has 
been closely occupied for over 20 years in connection 
with the audit, &c., of' all kinds of account work 
and with financial business generally—three years of 
which in practice on his own account. Testimonials 
unexceptional, one of which (from an eminent firm 
of Accountants) certifies him to be “а skilled Account- 
ant.” Will be glad to take a post in any firm of Ac- 
countants, either to take charge of the audit branch 
or a subordinate post as an assistant, for a small 
salary, say about {80 a year ав a start. Address to 
Delta, care of Grr & Co., 5 Adelaide Place, London 
Bridge, E. C. . 


LONDON STUDENTS' COLUMN 


News from the London Chartered Accountant Students’ Committee 


The season was away to a fine start on October 8th: 


when between 700 and 800 members attended the 
President's Meeting in Guildhall, and heard an excel- 
lent address on ‘Specialization within a profession’ by 
Sir John Wolfenden, c.B.z., M.A., Vice-Chancellor of 
Reading University. 


Union Conference 
The committee is sending three representatives to 
the conference of the Union of Chartered Accountant 
Students’ Societies to be held in December. If any 
members"of the Society have matters which they would 
like considered for discussion at the conference, they 


should notify the Secretary ог any member of the ` 


committee not later than November sth. 


_ Evening Lectures 
It has been brought to the notice of the committee 
that some members of the Society would find it more 
convenient, or helpful, or both, to hold the evening 
lectures a little earlier or a little later. Any expression 
of opinion on this would be welcomed. It should be 
sent to the Secretary. 


The new session is now well into its stride. At the 


new mernbers’ meeting held on September 28th, the 


Society welcomed over 120 newly-articled clerks. The 
mechanized accounting course commenced with. а 
lecture by Mr Dudley W. Hooper, M.A., A.c.a., and 
was followed a week later by the first practical demon- 
stration of a mechanized system for a medium-sized 
firm. 
Future Meetings 

For those who may read this column — and not iiie 
programmes — here is a reminder that the Monday 
general lectures have started and that the debating 
society has held two beginners' debates; a debate with 
the Midland Bank was also held on October 24th. 

Arrangements are well in hand for the annual dinner 
in December, at which the principal guest is to be Sir 
Oliver Franks, war-time Ambassador to Washington 
and now chairman of Lloyds Bank. 'lickets for the 
Christmas dance are sold out and there is already a 


waiting list. 
Committee Changes 


The committee regret they have had to accept the 
resignation of Mr M. A. Wren, А.С.А., who has served 
on the committee since 1951. Mr R. C. Boxhall and 
Mr M. W. Russell have been co-opted to the committee, 
and Mr P. Cottam has taken the place of Mr J. M. 
Tildesley as Begifordshire branch representative. 
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T IMELESS E.P.T. 


HE excess profits tax was abolished as from the end E 1946, 

во that if the original six-year time limit had been retained, 

excess profits tax assessments would have been impossible 
after 1952. However, in 1945 this limit was removed so that 
assessments could be made ‘at any time as the case may require, 
unless and until Parliament otherwise determines’. . - 

In 1945, the first chargeable accounting period was already 
going out of date for additional assessment and there is little 
doubt that the then depleted Inland Revenue staffs were inade- 
quate to cope quickly with the arrears of work. The Solicitor- 
General, when supporting the abolition of a time limit, added 


` soothingly that a time limit would be brought about in the natural 
`- course of events. It could not take more than a certain number of 


years (how many he would not say) to assess E.P.T. liabilities. 
Naturally the Revenue wanted to collect the tax at the earliest 
possible moment, so it was in their interest to clear it up as soon 
as possible. He mentioned in particular those concerns which had 
not been conducted honestly or had not kept proper books. 

Of course, the abrogation of a time limit where the Revenue 

can prove that the tax has been lost through fraud or wilful 
default has been a feature of income tax since 1942. In the case 
of E.P.T., however, assessments can be raised at any time and 
the Revenue need not prove any kind of default, or indeed, 
anything at all. Once the assessment is raised the onus of proving. 
it is wrong or excessive falls entirely on the person assessed. 
Moreover, the assessment із not raised by the General: Com- 
missioners but by the Board of Inland Revenue. 
As the years go by this onus of proof becomes more and more 
difficult to discharge. The Solicitor-General’s statement seemed 
to contemplate that all cases would be continuously under review 
from 1945 onwards until finally settled, but cases may arise 
where additional assessments are raised years after the time 
when the E.P.T. position was thought to have been finally 
settled, and where the records necessary for a successful appeal 
have been destroyed. 

Where the taxpayer has died in the meantime, the burden of 
proof resting on his personal representatives is immeasurably 

eater; they may know nothing of his wartime transactions. 
These special difficulties of personal representatives are recog- 
nized by the Income 'Tax Acts, which prohibit the making of 
assessments more than three years after the 5th day of April which 
followed the death. 

The case for the reimposition of some time limit, at any rate 
where under-assessment cannot be proved, seems to be unanswer- 
able, particularly in the case of deceaged persons. 


- 482 


THE ACCOUNTANT 


November 10th, 195t 


HOSPITAL COSTING PRACTICE NOTES 


the main recommendations of the Working 

Party on Hospital Costing,! and informed 
hospital authorities of his decision to introduce 
costing into hospital finance as from April rst, 
1957, regional hospital board treasurers and 
finance officers have been devoting much time to 
the consideration of what will be required of 
them in giving practical effect to the Working 
Party's recommendations. They have discussed the 
preliminary arrangements to be carried out to 
ensure a smooth, expeditious and economical in- 
troduction of the main scheme; they have con- 
sidered the difficulties likely to be encountered — 
remembering that the existing subjective system 
of analysis of expenditure (possibly modified) is to 
be continued — and the ways and means whereby 
these may best be overcome. Further, they have 
considered the principles which should be applied 
to the analysis and recording of expenditure on a 
departmental basis (and, where appropriate, the 
distribution of general expense accounts) in 
order to secure that measure of uniformity neces- 
sary to enable just comparisons to be made 
between comparable hospitals. 


S the Minister of Health accepted 


As a guide to finance officers in the Birming- 
ham Region, the Treasurer’s Standing Sub- 
Committee of the Birmingham Regional Hospital 
Board has issued the results of its deliberations in 
the form of a comprehensive set of practice 
notes? "Гуо members of the subcommittee 


were members of the Working Party and, in’ 


addition, the subcommittee was able to take 
advantage of the experience gained by two 
finance officers who had already departmentalized 
their accounting systems to such an extent, that for 
the year 1955-56, one was able to provide prime 
costs for individual wards and the other depart- 
mental costs in accordance with the recommenda- 
tions. The subcommittee was therefore in the 
fortunate position of having as a background for 
its deliberations considerable practical experience 
of the operation of the Working Party's 
system. . 


1 See The Accountant, dated August 6th, 1955. 


з Practice Notes on the Report of the Ministry of Health 
Working Party on Hospital Co . Birmingham Regional 
Hospital Board. . 


The notes under review may be accepted. 
therefore, as providing a working drawing leading 
to the successful introduction and maintenance 
of the system with the minimum amount of 
interruption of existing accounting and other 
departmental arrangements. 

After giving a brief outline of the scope and 
content of the main scheme and list of depart- 
ments to be costed, the notes deal adequately 
with the difficult subject of priced stores. Follow- 
ing this comes reconciliation of the departmenta! 
accounts with the financial accounts in the 
subjective system. Аз would be expected, the 
major part of the notes is devoted to the primary 
analysis of expenditure to the cost accounts 
including coding for both subjective and de- 
partmental purposes, and the *re-allocating ој 
expenditure with, in many cases, specimen 
journal and ledger entries to show the relation- 
ship between the subjective ledger and the cost 
ledger. 

Although prepared by the subcommittee foi 
the hospitals in the Birmingham region, the 
notes are, with possibly a few exceptions, applic- 
able to all hospitals. With the practical imple- 
mentation of the Working Party's scheme on th« 
lines suggested in the notes, complaints by 
hospital officers about the lack of reliable hospita 
costs for purposes of comparison will be reducec 
to a minimum, if not eliminated altogether 
Moreover, with costs related to volume of work 
performed on a departmental basis, well-managec 
hospitals will be in a better position than evei 
before to answer effectively any criticisms ађош 
the cost of hospital service so far, at any rate, a: 
they relate to their own hospitals. 

We would add a word of warning, however 
Costing is not a static art or science. Аз ir 
industry, improved techniques are bound tc 
emerge as more and more experience is gainec 
in various types and sizes of hospitals, oi 
even in the various departments of a single 
hospital. There is, of course, much that is differ- 
ent between industry and the hospital service 
but regional board treasurers and finance officer 
may gain invaluable experience in the develop- 
ment of hospital costing from a study of the 
advances made in industrial cost accounting. 
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INTERIM ACCOUNTING PERIODS 


ADVANTAGES OF A DECIMAL DIVISION OF THE YEAR 
by H. BEVERLEY THOMAS 


HE calendar. with its twelve months of 

unequal length has long been recognized 

as a major obstacle to the satisfactory 
preparation and utilization of the periodical 
financial reports, including profit and loss state- 
ments, which have become an essential tool of 
management in appreciating and controlling the 
development of an undertaking in the course of 
the year. One solution of this problem, applicable 
in cases where a factory closes down for the 
annual holiday of two weeks, has been found in 
practice to be completely satisfactory and is set 
out in some detail in the course of this article. 


The Calendar Month System 

At the risk of labouring the obvious, it is thought 
desirable to restate the disadvantages of basing 
interim accounting periods on the calendar months 
in order that the advantages of the new method 
may be more clearly understood; for the same 
reason the alternative method of using an account- 
ing period of four weeks hn also be critically 
examined. 

The table which follows sets out the number 
of working days in each month of the current 
year in organizations where the annual holiday 
takes the form of a shut-down period in August, 
and where the five-day week is in operation. 


January 2a days J duy 22 days 
February 21 ,, August Ses (ED oy 
March . 22 ,, September . 20 , 
April 21 ,, October 23 » 
May .. .. 23 , November € Фа » 
June... 21 , December 21 


(The same irregularity i in the number of working 
days would equally appear should the holiday 
fall'in a different period, or if a five-and-a-half-day 
week were in operation.) 


Difficulties of Making Comparisons 
One of the main purposes of interim financial 
reports is to enable management to make com- 
parisons between one period and another. But 
when the periods are so irregular, rpost compari- 
sons are vitiated from the outset. An improve- 
ment in sales, for example, may reflect an 


improved output, but it may equally signify, 


nothing more than the fact that the number of 
effective days’ work included in the report is 
greater than in the preceding period; it may even 
mask a lower average output per day. 


'The need to make reservations such as these 
detracts a great deal from the value of monthly 
profit and loss statements when they are put 
before management. But this defect is really of 
minor importance compared with what appears 
under further examination. 


Disparities Between all Elements 

The really vital defect is that unless a dis- 
proportionate and uneconomic volume of adjust- 
ments is made each. month, even the results 
reported for a single month may be so inaccurate 
as to invalidate all conclusions drawn from them. 
The reason for this is that against credits, in the 
profit and loss statement, will be set debits based 
upon an entirely different number of working 
days. The value of sales will be that of dispatches 
made in one particular number of days, the cost 
of labour will be the sum paid for a different 
number of days, while the overhead burden may 
be that appropriate to yet another and different 
period of time. , : 

'This point must be examined in some greater 
detail as it is the main defect of profit and loss 
statements based upon the calendar months: 

„ Sales will probably represent the total value of 
invoices, less credit notes, issued during the 
calendar month, which, as we have seen, may 
vary from thirteen to twenty-three working days. 

Labour cost will represent the wages paid 
within the month, but only in a very approximate 
sense, because, as it is rare for a month to start on 
the first day of a pay week and to finish precisely 
on the last day of another pay week, the only 
way to charge the labour cost accurately for the 
calendar month would be to apportion the first 
wage payment occurring in the month between 
the two months involved. In many cases it would 
be necessary to apportion the wages of the last 
week as well – a process involving reference back 
to clock cards. ог to similar records which few 
accountants would wish to undertake more 
frequently than was absolutely necessary. To 
avoid this, the method is sometimes adopted of 
charging four weeks' wages into the first month, 
four weeks’ wages into the second month, and 
five weeks' into the third month. 'Thus, by the 
end of the quarter, thirteen weeks’ wages have 
been charged so that the cumulative position at 
that point is approximately correct. The subse- 
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quent quarters are dealt with similarly. This 
procedure certainly simplifies matters, but intro- 
duces its own type of inaccuracy into the profit 
and loss statements of the individual months. 
Overheads. It is the aim of any modern system 
of accounting to make provision for all known 
overheads and also for all overheads capable of 
being estimated on the basis of previous experi- 
ence. By doing so and by charging a proportionate 
part of the total into each interim profit and loss 
statement, a more accurate result is obtained and 
` it is less likely that the cumulative reports of 
profit during the year will be subject to violent 
change when the annual accounts are prepared. 
Itis frequently the practice to charge 1/12th of the 
annual estimated overhead in each month. 


Main Elements of Revenue and Expenditure 
It is now possible to construct a table showing 
the amounts, in terms of working days, of the main 
elements of revenue and expenditure appearing in 
monthly profit and loss statements. The assump- 


tion is made, as before, that the ten days of shut-: 


down due to the annual holiday occurs in August 
and that a five- -day week is in operation. 


No. of No. of days’ No. of 
Month | days days' material days’ 

invoices wages usage overheads 
January 22 20 22 22 (арргох.) 
February 21. 20 21 22,» 
March .. 22 25 22 22 yy 
April .. a: 20 21 22 p» 
May ... 23 20 .23 22 yy 
June .. 21 25 21 22 .,, 
July  .. 22 |: 720 22 22, 
August .. 13 то 13 . 22 4, 
September 20 > 25 20 22 А. 
October .23 ` 20 23 22 /, 
November 22 ` 20 22 i2 ,, 
December 21 25 21 22, 


How completely unreliable as a guide to 
thought and action is any monthly statement 
prepared on this basis! The month .of June, 


credited with invoices covering dispatches made: 


in twenty-one working days, will be charged 
with the wages paid in twenty-five days! Sep- 
tember, with the revenue of twenty days, will be 
charged with the wages paid in twenty-five 
days! So that, irrespective of what is really 
happening in the business, June and September 
are predestined to be relatively ‘bad’ months. 
The month of August, too, will appear to be a 
dismal affair (apart entirely from the weather) for 
it will have twenty-two days of overheads to set 
against the value of only thirteen days’ invoices. 


An atmosphere of gloom, engendered entirely by: 


the shortcomings of the accounting methods, may 
settle on the boardroom and may result in 
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unpleasant reactions right down through the 
organization as far as the proverbial office boy 
who can only kick the cat. 

Equally misleading will be the results reported 
in respect of months such as May and October, 
which the accounting system has independently 
predetermined shall be ‘good’ months, for these 
may conceal thoroughly unsatisfactory trends and 
may lead to inappropriate action being taken by 
management, 

It is possible to improve this method somewhat 
by arranging that the charge for five weeks’ 
wages is brought in against the months which in 
any year happen to have the largest number of 
working days. But the basic weakness remains 
and. makes it impossible for accountants to 
present such figures without reservations which. 
may render them almost meaningless. 

Until these ‘accounting variables’, as they may 
be called, are abolished in some way or reduced 
to negligible proportions, the real manufacturing 
and other variations are obscuréd and thus the 
whole purpose of the laborious and expensive 
business of providing interim profit and loss. 
statements for the guidance of management is 
frustrated. 


. The Thirteen Four-week Periods System | 


'The alternative method of dividing the year into 
thirteen accounting periods of four weeks each 
will now be briefly considered. Superficially it 


' succeeds in dividing the year into equal periods 


but in the very large number of cases where an 
annual shut-down period of two weeks occurs 
the equality is largely illusory. What are the 
disadvantages of this system? 

(1) Where an annual shut-down of two weeks 
occurs the result is not thirteen equal 
periods but twelve and a half periods, so 
that comparisons are again difficult and 
somewhat inaccurate. | À 

(2) In order that the overheads be divided 
between twelve and a half periods it is 
necessary to divide the totals by twenty-five 
and to allocate 2/25ths to each four-week 
period and r/25th to the period which 
contains the holiday. Not only are these 
calculations laborious, but the economy of 
effort resulting from equal amounts being 

, charged for every period is lost. 

09) А very considerable obstacle із interposed 
to the easy assimilation by management of 
the significance of the figures. For example, 
to obtain an annual rate for. any amount 

` shown it is necessary to пару by twelve 
andahhtlf.  . | 
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(4) It involves the preparation of one addi- 
tional profit and loss statement during the 
year; not an insuperable objection in itself, 
but in view of the foregoing, something of 
a wasted effort. 

What then is to be substituted for the ‘natural’ 

calendar giving twelve unequal periods with all 
the shortcomings noted above or the thirteen- 


period arrangement which gives, as we have . 


seen, twelve and a half four-week periods? 


'The Decimal System 
‘The system which follows has been in operation 
in a manufacturing business of more than average 
complexity with complete success for almost two 
years. Subject to the single reservation noted 
later which applies equally to the other systems, 
it has eliminated what I have called ‘accounting 
variables’ and removed most obstacles to the 
assimilation and ready appreciation of interim 


+ profit and loss statements by management. 


It utilizes the simple fact that in an undertaking 
which closes down for the two holiday weeks, 
the number of working. weeks is fifty; a number 
which lends itself to decimal treatment. 

Under this system the accounting period 
consists of five weeks and there are ten such 
periods in the year. In terms of the calendar, 
one of the periods contains seven weeks in the 
current year, but two of these are the holiday 
weeks in which no dispatches are made, no 
direct wages are ad and no overheads are 
charged. 

If the current year is set out again, but this 
time in terms of ten periods of five weeks each, 
some of the advantages will become immediately 
apparent by comparison with the foregoing table. 


Мо. of у 
No. of No. of days’ No. of 
Week days’ days’ material days’ 
Period Nos. invoices wages usage overheads 
I 1—5 25 25 25 25'1 
II 6-10 25 a5 25 25'I 
ПІ x1i-15 25 25 25 251 
IV 16-20 25 25 25 251 
V 21-25 25 25 25 25'1 
УІ 26-30 25 25 25 25'1 
VII 31-37 25 25 25 25'1 
VIII 38-42 25 25 25 25'I 
ІХ fts 25 25 25 25'1 
x -52 25 25 25 25-1 
It is obvious at a glance that both hori- 


_zontally and vertically the periods are sub- 
‘stantially equal This implies the following 
advantages: 

(1) The variation in the length of the periods is 


eliminated so that fair comparisons can 


easily be made.between all periods. 
(2) In RIT period both the revenue and each 
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element of cost are in respect of the same 
number of days so that the profit and loss 
statement is no longer a travesty but the 
closest approximation to the facts which is 
reasonably possible. The elimination of 
the ‘accounting variables’ makes it possible 
for management to place reliance on any 
trends which are disclosed. 

(3) Because each statement covers a period 

. which is one-tenth of the complete year 
every sort of comparison and calculation is 
made with the greatest possible ease. The 
profits of one period, for example, can be 
turned into an annual rate in less than the 
twinkling of an eye, as can overhead items, 
sales, or any other figure shown on the 
statement. 

Two further very considerable advantages in 
operation remain to be mentioned. There is a 
great saving in clerical effort in the allocation of 
the innumerable overhead items between the 


.periods, as the calculation involved is simply 


division by ten. Тћел again, only ten profit and 
loss statements have to be prepared during the 
year against twelve or thirteen under the other 
systems, without in any way reducing their use- 
fulness to management. 


Treatment of Trading Accounts 

One objection which immediately springs to 
“mind is the difficulty arising from the fact that in 
spite of the adoption of a five-week accounting 
period by any particular company, its suppliers 
wil continue to expect monthly settlement of 
accounts. Similarly, the system may involve 
issuing statements to customers covering periods 
of five weeks which will have the effect of extend- 
ing the usual monthly terms of settlement by 
one week, or 25 per cent. 

On closer examination neither objection is 
well founded. There is no difficulty in operating 
a company's internal accounting system on a 
five-week period basis and in conducting its 
accounting with its customers and suppliers on 
the usual monthly basis. In fact, neither cus- 
tomers nor suppliers would be able to detect 
that any change whatever had been made in the 
company's accounting system. 

This is how it works in practice. If a mechanical 
accounting system is in operation all that is 
necessary is to send out statements posted up to 
the last day of the month as they have been 
completed Бу the normal posting methods. 
Similarly, suppliers accounts and remittance 
advices posted up to the last day of the calendar 


486 


month form.the basis for payments. 'The same 
principle applies to:purchases and sales. ledgers 
operated*by hand.by one of the ‘triple-writing’ 
methods where .these ledgers are permanently 
in balance. With. the older types of manual 
accounting it would no doubt be desirable to 
extract an.extra trial balance: at the: end of the 
calendar month to ensure the о of the 
settlements. 


The Elusive ‘Odd’ ‘Days n 


Only - one. vagary of · the. calendar remains 
outside the всоре ој this system. This is the fact 
that six, or sometimes. slightly. more, days of 
holiday occur in the. course of the year – the 
bank holidays and one or two other days which 
vary in different parts of the country. These have 
to be left out of the picture in this, as in the 
other two systems considered. The aberration 
which they cause in the ten-period system is 
confined to charging more days of overheads in 
the perce: in which these node occur than 
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days of invoices, labour and . materials.’ No 
arrangement could possibly eliminate their effect 
except at a fantastic cost out of all proportion to 
the advantages to be gained. They will remain 
a blot on any system which attempts to rational- 
ize the calendar for accounting purposes. 

- This decimal system of ten accounting periods 
each of five weeks has been operated without 
any difficulty and has given all the advantages 
described during the last two years. I can see no 
reason why it cannot be operated with equal 
success in any business which, by closing down 
for two weeks each year, на the number of 
working weeks to fifty. 

· There- will be, of course, the need to make 
adjustments at the. end of the financial year to 
bring into the annual accounts the-odd days not 
included in the tenth period. But if a good 
routine is in operation the tenth period statement 
will be available long before the audited accounts 
are ready, and should providg-a very close 
свргао to the final results for the year. 


TAX RELIEF FOR LOSS BY FLOOD, TEMPEST 


OR AGRICULTURAL DEPRESSION 
' by FELICE V. SLADE, A.S.A.A. 


toured.3,000 acres of flooded farm lands in 

"Lancashire and he reported afterwards on the 

very critical situation for the farmers: 
. This year’s harvest has been likened to a 
salvage operation and in such a year it is well to 
consider the income tax provisions under which 
relief from taxation may be obtained in respect of 
damage by floods or tempests and on account of 
agricultural depression. 

Sections 102 and 104, Income Tax Act, 1952, 
which are rarely invoked in practice, give statu- 
tory relief in connection with fleods and tempests 
and the Official Concession Мо.- т provides 
extra-statutory relier in respect of agricultural 
depression. 


IP September the Minister of Agriculture 


` Abatement of Tax under Schedule A 


Under Section 102 (1) a landlord who has 
allowed an agricultural tenant an abatement of 
rent may obtain a corresponding abatement of 
tax under Schedule A in certain circumstances, 
These circumstances are that: 


- (х) Лапа has been demised at a reserved rent, 
without fine or other sum paid or contracted for 
in lieu of a reserved rents (‘fine’ here includes.a 
premium) . DEM 


· 2) oss has been sustained on the growing crops 
or stock on the lands, or the lands or any part 
of them have been rendered incapable of culti- 
vation for any year, by reason of-flood of tem- 
pest, es 
(3) ‘in consideration of any such h lose’ a remission of 
at least part of the rent has been made. 
: The wording of (1) above seems to limit the 
relief to cases in which the rent reserved equals 
the gross annual value. There- seems no logical 
reason for this restriction. and it is not observed 
in practice. ^ 
Section 102 (2) permits a similar Баса to 
be.obtained by an owner-occupier who, because 
of ' flood or tempest, suffers loss either from 
damage to growing crops or stock ог from.in- 
ability to cultivate the land. Не is treated as a 
notional landlord who reduces the rent payable 
by his tenant and he is given tax relief corres- 
ponding to the abatement of rent which the 
General Commissioners consider ‘would or ought 
to have been made in respect of that loss’.. There is 
no provision for appeal against the decision of the 
General Commissioners so.that this will be final. 

Section 102 provides for the relief to be given 
by way of discharge of tax; there is no express 
provision for repayment of Schedule A tax paid. 
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Claims -for 1956-57 should therefore be made 
before January rst, 1957. It.is understood, how- 


ever, that in practice if a claim could nct have . 


been made before payment of the tax the Inland 
Revenue will grant the relief by repayment. 


Repairs Allowances | 

If a maintenance claim is submitted in respect 
of the same year of assessment as that for which 
relief is granted under Section 102 the repairs 
allowances: to be deducted in the maintenance 
claim will be the statutory repairs allowances 
applicable to the assessments before:the grant 
of flood and tempest relief. For example: a tax- 
payer owns several properties the relevant 
details of which are as follows: 





Non- 

Agri- ` Agri- 
cultural cultural Total 

£ £ £ 
Gross annual values | 130 ^ 240 370 
Less: Берат allowances 25 .30 55 
Net annual values ' 108 210 315 
Deis: Flood and tem- - 

pat relief, say 40 40 
у Schedule A tax suffered on Дто5 {170 £275 


If for the year of assessment under review the 
total maintenance expenditure, on the average of 
the preceding five years, were £80, repayment in 
respect of maintenance relief would be made on 
125 calculated as follows: 


' Average expenditure Р £80 
Less: Repairs allowances E S 55 
425 


ГЕ the relief under Ваа 102 seduces 
. the amount of Schedule A tax available for repay- 
taent as maintenance relief under Section ror, 
the fact that a claim for flood and tempest relief 
can only: be made in respect of agricultural 
property necessarily means that any tax which is 
not recovered under Section 101 may be recovered 
under Section 313 (which provides for unrestricted 
maintenance relief on agricultural property). 


Penalties for False Claims 
Section 102 (3) and (4) prescribe penalties for 
false claims. The former subsection provides 
that a person who makes any false claim for an 
abatement under Section 102 shall be liable to a 
penalty of £50 plus treble the amount of tax 
charged on the lands in question. Under sub- 
section (4) a person who aids, abets or assists in 
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making a false claim under. this section is.liable 
to a penalty of fj1oo. . 

The tax relief in respect of loss by flood or 
tempest is extended to Schedule B by Section 


` 104. As the relief is confined to agricultural land 


the effect of the section was largely nullified 
when the’ Finance Act, 1948, transferred all 
farming to assessment under Schedule D. Where 
a landlord is an infant, lunatic or idiot or is 
otherwise incapable of making an abatement of. 
rent, the Commissioners may allow such abate- 
ment from the Schedule B assessment as in their 
opinion ought: to Бе allowed.: The period within 
which the claim must be made is six years from 
the end of the year of assessment for which mu 
is claimed. | 
Хана Depression pog 
By concession, relief from tax under Schedule А 
is also obtainable where, owing either to agri- 
cultural. depression generally or to: farming 
difficulties of а: particular tenant, a tempo 


.femission of rent in money is made by а landlord 


without consideration therefor. The relief is 
restricted to the amount by which the gross. 
annual value exceeds the rent as reduced. It is 
stated in ‘Stmon’s Income Tax that | | 
` ‘Relief has been given in practice іп the case of a 
landlord's reimbursement of a tenant's panen 

- for the costs of lime and manures.’ 

A claim may be made within six years of the 
end of the year of assessment for which relief is, 
claimed. The official Extra-statutory Concession 
No. 1 merely reads: | 

‘Relief from tax under Schedule A is granted i in 
respect of remissions of rent of farm land on 

"account of agricultural depression.’ 

Although Northern lreland is not specially 
excluded, Simon's Income Tax states that this 
relief is given only in Great Britain. 

"The Codification Committee, in their report 
published in 1936, stated that they had con- 
sidered. whether they should incorporate in the 
Codification Bill (which was never enacted) 
provisions giving effect to the concession regard- 
ing tax relief for loss resulting from agricultural 
depression as well as to relief for loss by flood 
and tempest. They decided not to: do so on the 
grounds that the causes of relief in the then 
existing Income "Гах Act (1918), viz. ‘flood and 
tempest', and the causes under the concession, 
namely, "agricultural depression generally or 
special difficulties, were essentially different in 
kind, and that to incorporate the concession 
would be to make a change in the law too great 
to be justified by their terms of reference. 
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by SIR JOHN WOLFENDEN, C.B.E., M.A. 
Vice-Chancellor of Reading University 


ETWEEN 700 and 800 members of The 

Chartered Accountant Students’ Society of 

London assembled in Guildhall on Monday 
evening, October 8th, to hear an address by Sir 
John Wolfenden, C.B.E., M.A. The occasion was the 
annual President's Meeting, briefly воле. in our 
issue of October 13th. 

Sir Harold Gillett, М.С., F.C.A., President of the 
Society, was in the chair, and the meeting was 
honoured with the presence of The Rt. Hon. the 
Lord Mayor of London, Sir Cuthbert Ackroyd, Bt., 
and the President of the Institute, Mr A. S. H. 
Dicker, M.B.E., F.C.A. 


ADDRESS BY THE LORD MAYOR 


In a short introductory address the Lord Mayor said: 

First of all, I am delighted to welcome you to this 
ancient and historic Guildhall. As you enter upon 
your professional life or continue your studies so 
that you may further advance, it is most suitable 
that you should meet in this centre of the life of this 
great commercial City of London. This Guildhall, 
as you know, is over 550 years old, and although 
destroyed twice, once in the Great Fire of London, 
and secondly by Hitler in 1940, it has been restored 
to what, I think, is a beautiful building. Indeed, in 
the сво! you will see-a new feature, that is, the shields 
and coats of arms of the eight livery guilds of this 
City. They, many years ago, were the founders of 
Guildhall. 

Now many of these guilds, you might say, are out 
of date; they have served their purpose and they 
should long since have been defunct. But let me take 
one instance, that of the Guild of Fletchers, whose 
arms are half-way down the hall on my right. Some 
people think ‘fletcher’ means ‘butcher’, but ‘fletcher’ 
comes from an old word meaning arrow-maker and 
arrows were last used in this country at the battle 
of Flodden Field. You may well say: “Why does the 
Fletchers’ Company exist today?’ 

The reason is that the Fletchers” Company is 
founded on certain foundations which are everlasting. 
Fletchers today carry on the work, not of making 
bows and arrows, but other tools: they help to guide 
and assist universities, aid scholarships and so 
forth. In the Middle Ages, people left their money 
to their guilds to promote good workmanship. 
They: left it to men. of integrity. They. believed, and 
trusted these men to use that money wisely and well. 
That is the reason why they still exist today as they 
have existed for a thousand years, in this City. The 
foundations – and they apply to the other guilds – are 
five in number: they are religion, integrity, fine 
craftsmanship, benevolence» and charity. 

Now, Mr President, I maintain that, in whatever 


profession or art or craft people find themselves in 
this City, they can apply those principles to their 
lives. They can make a success of their lives and a 
success of their craft and I commend this to you in 
the strongest possible terms, for these guilds have 
existed on these principles fot a thousand years. 
I ask you, ladies and gentlemen, 'to think on these 
things' and, with that I would like to wish you all 
every success in your somewhat hard examinations 
which you have to take. But Ј believe that if you apply 
lacis to them bearing in mind these greal 
principles then you will make a success of life and 
be a credit to the great profession which I hope you 
will adorn. I wish you every bit of good luck in your 
work, 


SIR JOHN WOLFENDEN’S ADDRESS 
The President of the Society then introduced Sir 


‘John Wolfenden, C.B.E., M.A., who gave the following 


address: 

I think it is а mistake if one regards studies - 
reading, attending lectures and learning — as existing 
for the sake of being examined on them. There аге 
two uses of the Latin word ut, which one or twc 
here may conceivably remember. With the sub- 
junctive it means, broadly speaking, either ‘in ordei 
that’, or ‘with the consequence that’ – and it always 
seems to me a great pity that one should regard 
studies, whether they are at the university or ir 
school or in a learned society, as existing in order thai 
you may pass an examination or get a degree. I! 
seems to me much more humane and much more 
intelligent to regard those studies as being pursued 
ut — with the consequence that ~ you take and, we 
hope, pass that examination. So when you are toiling 
away this winter, burning the midnight electricity 
(laughter), remember your old friend the Latin worc 
ut – that you are doing all this ‘with the consequenct 
that’ you become fully-fledged members of you: 
great and honourable profession. 

І am assisted in the preparation of my income ta: 
forms by one of your colleagues. Precisely what h« 
and his firm do in this matter I have never beer 
able to discover. I do all the work; I tell them wha 
to put down, they put it down and they send it Басі 
to me to sign, and what is more, I pay (laughter) 
And I pay jhem as well as the Commissioners o: 
Income Taxi 

More seriously, I am, in hd greatly indebted t 
them and to many others of your profession ће 
have helped me personally in all kinds of ways. | 
am indebted to your profession in so far as my ow! 
occupation goes and the place in which I try t 
follow it. A university, in these days, is very mucl 
concerned With financial affairs and I have the ver 
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greatest cause to be grateful to those of your pro- 
fession who, inside my university, carry on, with 
absolutely unremitting zeal, the very responsible 
work which they have to do. 

There is а race – or perhaps a sub-category of a 
гасе to which you all belong - of bursars. They 
"burse' in schools, they *burse' in the university and, 
doubtless, they ‘burse’ in golf clubs (laughter); but 
the ones I come across operate in schools and univer- 
8ities; and if there is a more worthy sub-category of 
your great profession than they, then I would be 
very greatly pleased to meet them, Not only are there 
those inside the universities who are concerned with 
these operations but there are others from outside. 
Like everybody else, we have to have accounts 
audited. 

What I am trying to say most sincerely and 
genuinely is that there are a great many of us, who; 
as governors or as members of societies and corpora- 
tions, owe a great deal to your profession; and from 
that I conclude, justifiably I am sure, that this 
whole community of ours, made up as it is of ordinary 
people like me, owes your profession far more than 
is normally appretiated. $ 


- Defining a Profession 


I never quite know where one draws the line between 
what is a profession and what is.an occupation, or 
what is a trade, or what is, very monosyllabically, a 
job. I confess it 18 not very easy to define. I do not 
know how far – 1 must not say down the scale, but 
along the line of trades or occupations or professions 
-the:net must be spread and I had better not 
speculate. I am not quite sure about rodent operators 
(laughter) but traditionally, and obviously, we are 

| talking in terms of such professions as, say, medicine, 
the Church, the law and such-like. 

How, precisely; one defines them I do not know; 
but there are three or four criteria which might be 
applied. One, I would have thought, was that in 
order to be a profession and not an occupation or a 
job; those who practise it must themselves be in a 


| position to control admission to it and to exercise . 


discipline within it. That is the traditional mark of a 
profession. Another thing one would like. to feel 
about all professions and all professional men is that 
they are, in one sense or another, independent. And 
that they recognize a duty not only to their clients 
(or their patients, in the case of doctors) but also to 
the community at large. 
Sometimes they find themselves – and you may, 
one day, find yourselves — in a situation in which 
| the duty to an individual client might be somewhat 
| at conflict with the duty to society; and that myst 
be a very difficult and dangerous position for any 
man to be in. But I believe, in those circumstances, a 
member of a profession would feel that he had these 
duties: that he was independent, in the sense that 
he was not bound hand and foot, and blindfold, in the 
interests either of an individual client ор of society. 
It follows from that, that members of a profession 
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are, in their own line, genuine guardians of public 
and private honour. 


^. Now all that adds up to a very considerable list of 


responsibilities and duties; duties and responsibilities 
which, of course, you are proud to undertake; and I 
suggest that if you are not, you had better go and find 
some other job, because I believe that it is a funda- 
mental duty and responsibility which your profession 
has, to assist society at large in this present day. 


Specialization 


It is impertinent of me, I am afraid, to say even so 
much about your profession, so I had better turn 
fairly quickly to the other word in this. title which, 
I think, is the word ‘specialization’. Now that is a 
word which, I recognize, arouses the worst and most 
violent emotions. It is terribly hard to discuss speciali- 
zation coolly. As soon as they see the word, people 
start attaching adjectives to it. People deplore 
‘excessive’ specialization or ‘premature’ specialization 
or ‘narrow’ specialization; or they apply to it any 
one of a series of derogatory adjectives so that 
before you really begin to talk about it, you have 
to strip off.these emotive words. · 

' I would have thought that we should preferably 
talk about ‘focusing’ or ‘concentration’ or something 
like that rather than ‘specialization’, if specialization 
is thought, antecedently, to have a ‘bad smell’, Look 
at the words that people do attach; for example 
‘excessive’ specialization. Is that a bad thing? Well, 
by definition, what does ‘excessive’ mean? It means 
something which is ‘too much’ so it is even possible 
to be ‘excessively good’. If you attach an adjective 
like ‘premature’, to a thing, that means ‘too early’, 

You cannot, then, discuss the right amount of 
specialization, or the time to start specialization, if 
you have muddied the waters by these emotive 
adjectives. So let us try to avoid contact with the 
‘bad smell’ from adjectives-that give to the noun an 
unpleasant savour; and if we cannot avoid that, then 
let us not use adjectives at all. 


Suspicion of the Expert 

I think at the bottom of this anti-specialization 
emotion there is something very simple. I think, 
right at the bottom of it there is the Englishman’s 
suspicion of the expert. The Englishman distrusts 
the expert and it is no good-saying that he does not, 
He may be wrong, but he does, and he sums it up 
in such nice little words as ‘the right place for the 
expert is on tap but not on top', and that sort of 
crack. І share that suspicion; but I suspect that, at 
bottom, it is because we do not like something too 
professional about anything. We like to. preserve 
our amateur status and our initials. We think it is 
rather unfair when, for instance, the Américans beat 
us at golf – because they try harder (laughter). I 
believe it is something as simple as that which comes 
into this specialization emotion. ` 

Can we, just for а Њу minutes, look quite dis- 
passionately at this business of ' specialization? 
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Whether you.like it or not we have just got to be 
honest and admit that, as things are in 1956, and 
increasingly as things will be, specialization is hére 
and it is inevitable, and it is no good pretending that 
it is not. It is no good our deploring it. There it is, 
for good or Ш, and it is not new. It is in all the 
professions. 

In law, you do not expect every practitioner of the 
law to know all about all of it. The whole structure of 
our system in this country presupposes that they 
do not. In the teaching profession, you do not 
expect that everybody in it will know everything and 
be able to teach everything. You do not expect a 
university graduate to teach in the nursery school -- 
although it might be that conditions are not dis- 
similar (laughter). You do not expect members of 
the medical profession to be able to do everything. 
We distinguish between the physician and the 
surgeon and I understand that specialization in 
surgery is such that it is terribly difficult to find one 
man in England who can do precisely what it is 
that you want the chap for (laughter). 


Division of Labour 
It is no use реше about it. It is only taking 
further the old principle of the division of labour 
and everybody knows that, from the straightforward 
economic point of view, some degree of division of 


labour is an obviously sensible thing to have. One . 


does not expect nowadays any one person to do all 
the things that are necessary even to keep oneself 
alive for one day. Granted that there can be argument 
about whether specialization has gone too far or not 
gone far enough. It is here, and it has gone quite 
along way and we might as well come to terms with 
it. That seems the only sensible thing to do. It is not 
= if it applied only to professions. It applies to 

everything else. Та my young days – a long time ago 
now – I collected stamps. That is a ludicrously old- 
fashioned thing to do now. You don’t collect stamps 
now, you collect British Colonials since 1935 when 
the Sovereign’s head is on the left and not on the 
right, or something of that sort in a degree of con- 
centration or focusing, if I might use this phrase 
unchallenged. 

The same sort of thing is met in an orchestra. 
You do not expect a man to leap from playing the 
trombone to playing the viola. You expect a degree 
of concentration of function or whatever you like 
to call it. Why, even in a cricket team there are, I 
believe, recognized specialists, and in some trades 
unions I have heard something about the drawing of 
lines here and there to make sure that differentials 
are preserved. 

Study in Depth 
Whether this is a good thing or a bad thing*and how 
much it is good or bad, do not let us worry, because 
here it is and I do not see why we should be afraid 
of it. In fact, if I may say so, I would go so far as to 
say that I am not only not аћаіа of it but I am not a 
little bit prejudiced by what I regard as the function 


THE ACCOUNTANT 


November 10th, 1956 


of a university; and the function of a university, in my 
view, is that those who go to it should study something 
in depth. Personally, I do not care much, what. 

You will have to choose one branch or another of 
your profession in which to focus your energies, in 
which to concentrate, whether it be the finances of 
universities, or whether it is the examination and 
proper certification of 'take-over' bids, or local 
government finance, or even the tax affairs of dis- 
tinguished film stars who stay, or do not stay, in the 
country for a certain number of days (laughter). 
Whatever it may be, there is bound to be, I should 
have thought, after a comparatively early apprentice- 
ship some sort of specialization and I would say – 
do not be afraid of it. I think there was a lot to be 
said for encouraging young people just beginning 
their professional lives to find out all they can about 
something. I know you are in the trap there of the 
good old jeer at specialization ~ that ‘specialization 
consists of finding out more and more about less and 
less until you know all there is to know about 
nothing’ (laughter). But you can of course stop before 
you get to nothing and I believe there is everything 
to be said, and I commend it, for being an expert on 
something or other and not being ashamed of it. 

That is the first half of the story. But there is the 
other half of the story, which I do not think will 
take as long to tell. 


Human Relations 


The. other half of the story is that while you are 
being an expert in one branch or other of your 
profession, do not forget that you are a human 
being. It is not for me to say this, but I have known 
of cases where members of your profession, almost 
perhaps more than those in some other professions, 
were not completely recognizable as human beings 
(laughter). You will, on the lowest terms, be better 
chartered accountants if you can think and talk 
about something else besides accountancy. So do 
not forget you are human beings and, if I may 
humbly plead this: do not forget that the people you 
are talking to are also human beings. You may find 
this difficult to believe sometimes, but start on that 
assumption anyway (laughter). 

you are expert in your line, as in the legal line, 
or the medical line- I know it is very difficult 
indeed if you are talking to the ordinary layman ~ 
do not forget that the word ‘idiot’ is simply the 
Greek word for ‘layman’ (laughter). ТЕ you are talking 
to a layman, do not forget that he is a layman and a 
human being and do not forget that it is part of your 
job to be ableto explain what you want to say to him 
in terms he can understand. 

It is not enough for you to know the answer and 
to be able to put it in your professional, technical 
terms. That is marvellous and you are very clever 
when you can do that but you have not finished your 
job until you have been able to explain it — even to 
me (laughter). Technical jargon, and technical 
terms which I dare say are entirely accurate ones, 
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really leave your client feeling much more like a 
patient, and it is not a completion of your job until 
you have communicated to him what it is that you 
want him to understand. | i 

So, that is the other half of the story: that granted 
that you are an expert, and I am sure you are going 
to be, do not forget that you yourselves are human 
beings and those with whom you are dealing are 
‘idiots’, in the strictly literal sense. Be an expert, and 
remember the old Latin tag: nothing that is human 
is foreign to you. 


The Best People 


T'he best people I know are those who, firstly, know 
all about their job, in. possibly, the very narrow field 
in which they work. They know their job backwards 
80 that it is a joy to watch them at it, whether it is 
being chartered accountants or professional foot- 
ballers. They know their job backwards and that is 
the first thing. I cannot help thinking, however 
irrelevant you may regard this to be, that it would 
be a very good thing if the schools of this country — 
all of them — insisted that the first duty of every 
young man, as he*goes out into the world, is to do an 
ionest day's work. А lot would follow from that. 

So, the best people I know are those who firstly 
know their job, and, secondly, don't ram it down 
my throat; that is to say, they talk about something 
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which is not their own job. If I ask them to talk 
about their own job that is my responsibility (laughter). 
Sometimes I do. But I like it to be at my instigation 
— not theirs. 

Thirdly, the best people I know, besides knowing 
their job and not ramming it down my throat, have 
enthusiasm. Can I plead, in this year 1956, for a bit 
of enthusiasm? It is awfully worrying, as one gets 
older, to feel that the younger generation, bless its 
heart, is getting less vigorous and active. I am not 
saying it is; I am saying it is worrying if one suspects 
it. There was a fashion a few years ago deliberately 
not to get excited about anything. When I was an 
undergraduate, I once heard said to my college 
chaplain: ‘For God's sake, chaplain, no zeal’ (laughter). 
Do let us have a bit of zeal and enthusiasm. Let 
us have something which somebody gets excited 
about. 

And the fourth qualification of the best people I 
know is that, in addition to the things I have men- 
tioned, they are very humble. Because although they 
know a lot about their job, they know that there is 
still a very great deal for them to learn both about 
their job and about human nature and about man- 
kind. 
^ So, specialize in your great profession and also 
try to be human beings, worthy of membership of a 
great and responsible profession. 


WEEKLY NOTES 


Restrictive Practices: Second Stage 


Prom the beginning of this month, Part II of the 
Restrictive Trade Practices Act has come into 
operation. As from the beginning of November, re- 
sale price maintenance by the collective enforcement 
of manufacturers or distributors has become Шера]. 
[n consequence, a large variety of goods, especially 
in the consumer field, have had their prices freed. 
On the other hand, the individual manufacturer has 
had his ability to enforce resale price conditions 
strengthened and it may be that in many industries 
this will secure the stability of prices which is as 
effective as collective agreement. | 

It is much too early to say what the benefit will be 
of this section of the new Act. It is not likely to be 
beyond the ingenuity of many trade associations to 
secure the substance of price control for individual 
members although collective enforcement is illegal. 
It is also unlikely that price wars will develop, at least 
for some time. Costs are still rising in rgost industries 
and the consumer is more likely to benefit in the near 
future from a slower increase in prices than by'an 
actual decline in them. Many senior executives have 
vivid recollections of the price wars of twenty or 
thirty years ago and they are unlikely to stimulate 
a repetition of them without a good deal of provoca- 
tion. The strains and stresses of the new price 
system are likely to be felt among somé of the older 


industries which have been suffering from contracting 
fnarkets. 


Stamp Duty: Conveyance Effecting Sale or 
Exchange ? 


If X. buys certain equitable interests from Y. for 
£1,280,000, and sells Y. certain freehold properties 
for £1,460,000, the 2 per cent ad valorem conveyance 
on sale duty will normally be 2 per cent of the aggre- 
gate amount, ie. £54,800. In Portman v. С.І.К. 
(The Times, November 2nd, 1956) transactions of this 
nature and magnitude had been completed by a deed, 
calling itself a deed of exchange, which recited the 
two sale agreements, the fact that the consideration 
payable by Y.. exceeded that payable by X. by 
£180,000, and that the parties had agreed to complete 
the transactions by way of exchange. It was соп- 
tended for X. that the deed was chargeable, as 
effecting an exchange, at 2 per cent of only £180,000. 
This contention did not succeed, either with the 
Inland Revenue or with Danckwerts, J. His lordship 
said the deed on its true construction was nothing 
more than the completion of two contracts of sale; 
there was no preceding agreement for exchange. The 
document was explainable as being a bright idea by 
the conveyancer concerned, who saw the chance of 
reducing the stamp dujy payable. The proper duty 
was as on two conveyances on sale. 
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Financing Oil Tankers 


Oil tankers at the moment have almost the desperate 
glamour that fighter aircraft had in the Battle of 
Britain. The air is full of announcements and rumours 
of more and very much bigger tanker ships. The 
managing director of the Shell Petroleum Company 
made a plea last week for adequate finance to enlarge 
the tanker fleet. He said that it has been estimated 
that tankers already ordered outside north America 
for delivery over the next four or five years will 
require about. {300 million per annum and this 
expenditure must be expected to increase as the 
consumption of oil grows. It may be presumed, as he 
said, that the finance for the current building pro- 
gramme is available. It is the funds for the building 
programme which. will be scheduled for the early 
1960s which -are causing anxiety. The financial 
resources of the oil companies, considerable though 
they are, are likely to be required for. the expansion 
of oil extraction, oil refining and distribution equip- 
ment. This being so, firiance for the ships will have 
to be found by the shipowners if the British merchant 
navy is to maintáin and possibly improve its share of 
the world’s tanker tonnage. 

The significant feature of this appeal is that it 
should have come from the oil companies which, by 
tradition, Һауё financed their own capital require- 
ments in the past. Warning has been given to the 
investment mechanism of this country that the 
financial resources of the big oil companies, like their 
oil-wells, are not bottomless. | 


Support for the Common Pool : 


Support in principle for the idea of a esses free 
trade area was given in a letter from the President of 

` the Federation of British Industries to the President 
of the Board of Trade at the end of last week. Out of 
287 trade associations affiliated to.the F.B.L, 128 
have replied во far to the question whether Britain 
should negotiate for participation in the proposed 
area. Out of these 128, fifty-two are in favour with 
adequate safeguards and fifteen do not oppose 
negotiations assuming that safeguards are worked out. 
Twenty-seven associations are opposed to negotia- 
tion, eighteen of them unconditionally. Niné out of 
the ten regional councils of the F.B.I., each con- 
sisting of about thirty industrialists, are of the 
opinion that this country cannot afford not to 
negotiate. The odd one out is the North Midlands 
Council, where representation from hosiery, boots 
and shoes, and lace is heavy. 

So far as conditions attached to negotiations are 
concerned, opinion is markedly in favour of imperial 
preference and of closely worked out agreements on 
dumping and various forms of export digcrimina- 
tion. 

This initial reaction is encouraging. The issues 
involved are complicated and the Government is, 
of course, in no way commijted at the moment to 
any firm outline of policy in entering into the 
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negotiations. In matters of this kind the details as 
they will affect individual industries are all-important. 
It would, therefore, still be possible for the opinion 
of industry, and for that matter of organized labour 
as well to change its view completely even on a 
basic issue of principle. With this important proviso, 
however, it is encouraging that the first view of many. 
industries which might be expected.to be highly 
suspicious of the idea has not been openly hostile. 
It is certain, none the less, that many industries have 
taken a liberal view at the moment by a small margin 
of votes. The Lancashire cotton industry is far from 
unanimous on the matter and other powerful groups, 
such as the motor manufacturers, may yet have a good 
deal to say on the subject. 


` Trade Effluence ` | у 
A subcommittee has been appointed by the Central 
Advisory Water Committee to examine certain 
aspects of the problem of trade effluence. T'he terms 
of reference are.for the committee to examine 
existing legislation and the operation of the common 
law, and to examine the position arising under 
Section 8 (2) of the Rivers (Prevention of Pollution) 
Act, 1951. Under the first heading the.committee is 
expected to examine financial problems arising out of 
the disposal of е џепсе апа to consider whether 
farms and other premises should be designated ав ` 
trade premises. The significance of the second heading 


. ів that the committee are asked to advise whether the 
interim period of seven years allowed under the 1951 


Act before River Boards can seek injunctions 
restraining Drainage Boards from causing pollution 
should be extended. 

Disposal of effluence has been an increasing 
problem for industry since the war. The increased 
industrial potential in general and the growth in 
the use of detergents in particular, has given drainage 
and sewage disposal authorities a series of growing 
problems. On the side of industry, the Federation of 
British Industries has looked into the problem and 
it is quite clear that the main difficulty is the financing 
of efiluence disposal plant. Installations to prevent 
polluting effluence reaching the rivers may cost 
anything from а few hundreds to hundreds of 
thousands of pounds and this is a major item of 
capital outlay for any concern irrespective of its size 
and resources. 

The battle against river pollution is an old one. 
It has a long history in this country and the case 
against pollution has been fought resolutely, if 
hardly successfully, by fishing interests. In other 
countries, notably the United States, the same | 
problem has become urgent of recent years. Many 
companies have already installed anti-pollution plant 
but there still remain many for which such an in- 
vestment must represent a genuine financial burden. 
If this should be во there might be a case for favoured 
treatment on the same lines as has been accorded to 
investment int fuel efficiency equipment. 
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FINANCE AND COMMERCE 


The stock-markets are showing a remarkable resili- . 


ence. Despite the many grave uncertainties in the 
political situation, selling on the market has been 
light and prices have held up well. The recently 
active new issue market, however, has suffered a 
check. 


Maynards’. Accounts 


To the accounts of the several confectionery manu- 
facturers which we have given in this column are 
added this week those of Maynards Ltd, one of the 
big names in the industry. This year's accounts are 
іп an improved form —so improved as to make last 
year's look decidedly old-fashioned. Maynards has 


come through a' difficult period in the confection- 


ery, industry in a very satisfactory manner. Trading 
results for the year, says Mr J. Douglas Maynard, the 
chairman, have been achieved in the face of increasing 
competition and despite the fact that the total 
national sales of chocolate and sugar confectionery 
showed a declipe of nearly 3 per cent compared with 


the. previous year. Mr'Mayriard' attributes this іп’ 
some measure to the ‘equitable policy of allocation: 


to trade customers' during the rationing period which, 
he says, has brought its reward. 

More important, however, is the fact that the com- 
pany's production is mainly in the class of sugar con- 
fectionery as distinct from chocolate во that it has 
not had to contend extensively with the 'vagaries of 
the cocoa bean market'. In addition, increased sales 
of cigarettes and -ice-cream have more than offset a 
slight decrease in the sweet business. 


There is a reminder of the higher rating of business ' 


premises in an additional charge of approximately 
£14,000 for a full year, of which one-quarter is 
reflected in the present accounts. 


Tap & Die 


We thank the secretary of The Tap & Die Corporation 
Ltd for a letter, following our comment that his com- 
pany's accounts are not accompanied by a chairman's 
statement. It has always been the chairman's policy, 
he says, to deliver his statement at the annual general 
meeting which gives him the opportunity of bringing 
the report more up to date than it would be if the 
statement were included with the accounts. 

А print of the chairman's statement is sent to 
shareholders immediately after the meeting, together 
with the final dividend warrant. He agrees, however, 
that it may be desirable to amplify the directors' 
report so as to get away from the purely formal 
statement which is customary and the matter ‘vill be 
given attention with the accounts next year. 

With the letter was a print of the chairman's state- 
ment given at the meeting, from which it would seem 
that this year, at least, nothing happened between 
the issue of the accounts and the meeting that was 
sufficiently. vital to be placed on recbrd. . © | 


‘People’s Capitalism’ | 


A graphic illustration of thé vast gulf that separates 
the American way of life and ours was given by Mr 
Keith Funston, the President of the New York 
Stock Exchange, during a recent visit to London. 
Mr Funston’s theme was the development of 
‘people’s capitalism’, something which in _ this 
country is difficult to conceive, at least on the 
American scale. Apart from savings through life 
assurance and pension funds, one out of every twelve 
adult Americans is vitally interested in the country’s 
economy through direct ownership of corporate 
stocks, This is a 33 per cent jump over four years 
sincé the first shareowner census was made. In the 
great American Telephone.and Telegraph Company, 
with 54 million shares, the average holding is thirty- 
eight shares. These shareholders in public companies, 
he said, do not constitute the wealthy. The average 
American family income is about $5,000 a year and 
38 per cent of the shareholders earn less than that. 
Almost two-thirds of them earn under $7,500. 

How was it done? By publicity and advertising; 
advertising by the New York Stock Exchange itself 
and its member firms in newspapers and national 
magazines. They have produced, said Mr Funston, 
several motion pictures and publish a monthly 
magazine and other timely periodicals of interest to 
the general public. New techniques like the monthly 
investment plan have been started which makes it 
possible to invest as little as $40 every three months 
in securities listed on the New York Exchange. In 
this gathering in of the people’s savings, Mr Funston 
sees the answer to the problem of providing American 
industry with new.-capital, estimated at about 
60,000 million dollars over the next ten years. 

„Опе particular point is interesting: the effort 


‘which American companies put into fostering -good 


relations with their shareholders and the public. 
American business men, said Mr Funston, have 
learned that no company has the right to allow 
itself to be unexplained, misunderstood, or publicly 
distrusted. Company reporting has been developed 
to a high level. We might mention again the Cater- 
piller Tractor Company which issues a monthly 
earnings statement to the stock exchanges and 
quarterlies to stockholders. | 


Money Market 


Bidding at £98. 15s, the market obtained 36 per cent 
of the £200 million ninety-one day bills offered on 


"November 2nd. Applications were £328,365,000-and 


the ayerage rate was [4 195 11-55d per cent. The bid 
for sixty-three day maturities was [99 25 9d and the 
market obtained go per cent of the £70 million 
offered with the average discount rate £4 195 11d per 
cent. This week’s offer is £200 million of ninety-one 
day and £80 million of sixty-three day bills. © — 
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MAYNARDS LIMITED AND SUBSIDIARY COMPANY 
CONSOLIDATED PROFIT AND LOSS ACCOUNT 
T FOR THE YEAR ENDED 30th JUNE 1956 
£ i £ £ 
374,047 PROFT ON TRADING AND OTHER REVENUE 378,530 
Deduct: Amounts set aside as Provisions 
15,000 Employees’ Penslons 8,500 
17,500 Repairs and Renewals 10,000 
2 — 18,500 
341,547 360,030 
190,391 Deduct: United Kingdom Taxation 205 847 
£151,156 PROFIT FOR THE YEAR AFTER TAXATION £154,183 
APPROPRIATION ACCOUNT 
PROFIT FOR THE YEAR AFTER TAXATION 
7,402 Ratained in the Accounts of the Subsidiary Company 5,241 
143,754 Dealt with in the Accounts of Maynards Limited .. 148,942 
151,156 154,183 
47,312 Surplus arising from change in basls of Stock Valuation а sis ae ay s 75 2. — 
198,468 154,183 
111,363 Balance of Profits brought forward from previous year 124,557 
309,831 | ` 278,740 
7,760 Goodwill of Businesses acquired during year written off 15,861 
302,071 
100,000 Transfer to General Reserve T E a ET 50,000 
202,071 212,879 
77,514 Dividends ( (less esme a) in Feat: of iuis yar on Pesference and Ordinary ‘Capial of Maynards " GoT 
UNAPPROPRIATED PROFITS CARRIED FORWARD 
04,566 Maynards Limited 107,501 
19,991 Subsidiary Company 19,421 
£124,557 ' £126,922 
The notes [on p. 495] form part of the Accounts. 
MAYNARDS LIMITED AND SUBSIDIARY COMPANY CONSOLIDATED BALANCE SHEET, 304. kme, 1956 
1955 Authorised Issued 1955 
£ CAPITAL OF MAYNARDS £ £ £ FIXED ASSETS £ ^ t£ 
LIMITED 557,576  Freaholdand Leasehold Properties 568,764 
56,500 6% Cur Cumulative Preference 165,071. Plant and Equipment  .. .. 212565 
.. 56,500 56,500 —— 
584,440 Ordinary Stock 584,400 584,400 722,647 781,329 
Ordinary Shares of £l each ; 109,100 41,500 Trade Investments, at cost 41,500 
640,900 £750,000 £640,900 640,900 764,147 822,829 
REVENUE RESERVES CURRENT ASSETS 
380,000 General Reserves .. .. si vs 430,000 . 390,968 Stock In Trde v Аб Vs 441,065 
16,013 Properties Reserve A a .. 17,989 96,278 Debtors providen for doubt- s 
7,920 Insurance Reserves 5 Se ED 8,157 ful dun d Propayments 106,145 
124,557 Unappropriated Profits . xs a 126,922 British overnment Securities 
и CN ——— 48,000 orga value £46,475 (£50,325)) 48,000 
528,490 583,068 5 9,594 е оп Freahiold Froperty 9,090 
БИ aois Б 
, ort ns to c Authoritles 150, 
Па на PET. eter ROR- FUTURE 136,500 172.218 Cash and Bank Balances .. 146,298 
1,057,058 1,150,598 
PROVISIONS 
40,000 Employees’ Pensions — .. 25 vs 39,849 
42,750 Repairs and Renewals .. Ра s 46,577 
aad tree E TOUL MAYNARD 
Y Directors 
CURRENT LIABILITIES ALAN §. MAYNARD ; 
165,059 Creditors and Accrued Ехре 242,212 • 
197,220 Taxation, including Income T: Tax, © 1956/87 233,916 
42,004 Proposed Final Dividend on тва 
tock (net) .. | 50,405 • 
404,283 526,533 
£1,831,205 #1,973,427 £1,831,205 £1,973,427 
ростам • € —— — 


The notes [on p. 495] form part of the Accounts, 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
| The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Receipts for Cheque Payments 


Sm, – In his letter published in your issue of October 
27th, ‘Payee’ appears to be under the impression that 
I regard a cheque incorporating a form of receipt in 
the endorsement as better evidence of payment than 
a cheque bearing a plain endorsement. 

` If ‘Payee’ reads my letter in the October 2oth issue 
more carefully he will see that I have not at any time 
said anything of the kind; in fact, I was in complete 


agreement with the opinions of ‘M. D.' published in 


your issue of October 13th. ‘M. D.' was at some pains 
to point out that he was not in favour of the growing 
practice of incorporating a form of receipt in the 
endorsement to a cheque, and these are the views 
which I supported. Yours faithfully, 

Hove, Sussex, H. G. S. ROGERS. 


Sm, ~ There has recently been a considerable amount 
of correspondence and commentin your own and other 
journals: regarding the complete waste, of time and 


money occasioned by the issue of receipts where 


payment is made by cheque... 
From these comments, I understand that one of our 
leading public companies has now written to all 


their suppliers saying they are not interested in. 


receiving receipts in the future and that if the 
supplier does not send a receipt then they will be 
quite satisfied. 

They point out that if this was opted sigdonatly: 
what tremendous savings in time and money would 
result, 

"My company "has, for a long time, realized what a 
tremendous. waste of time was caused by the issue of 
receipts ‘and, at the beginning of this year, we 
decided to stop sending out receipts. for chèque pay- 
ments and wait until customers asked for one. 

When we received a request for a receipt, we 
issued one and’ sent with it a stereotyped letter 
pointing out the tremendous waste occasioned by the 
issue of these receipts and asking the customer if 
they would be prepared to do without one for the 
future. 

Generally speaking, we have been fairly successful 
and our saving in this.direction has already been 


quite considerable. In almost all cases where the 


customer has asked that we continue to send receipts 
in future, they have mentioned that they have con- 
sulted their auditors and that the receipted statement 
is necessary for audit purposes. 

It would appear from the replies that, if the 
auditors were prepared to dispense with the need for 


receipts for normal cheque payments for supplies, © 


almost all companies would be prepared to dispense 
with this tremendous time-waster. 

I have already obtained the views of many account- 
ants in industry on this question and would be 


interested to have the views of some practising 
members who are readers of your journal as it would 
appear that in order to make this a nation-wide 
movement, the support of practising members is 


essential. Yours faithfully, . . 
: J. L. SHEPPARD, A.C.A., 
à Accountant, 
Newport, Mon. SANTON LIMITED. 


Bank Deposit Interest 
Sm, – The subject-matter in ‘D.’s’ letter, given in 
your issue of October 27th, prompts me to relate a 
recent incident in the auditing of the branch accounts 
of a non-trading association. 
I had requested the usual certificate from one of 


the ‘big five’ banks, to verify the balance on deposit 
` account at the year-end. Although the account 


had been open for twelve months. I was surprised 
to find that the balance quoted on * the certificate 
did not include any interest. On inquiry I learned 
that the interest was only 'brought:to the principal 
at the request of the customer and that, until he 
made the request, the interest continued to accrue 
as a separate entity. ; 

It appeared, therefore, and this was later con- 
firmed, that the poor customer, as a result of his 
ignorance of ‘the odd ways of the bank, would 
receive only simple-interest. You: can imagine. his 


-indignation on being informed of thisl 


Yours faithfully, 
A.A.C.C:A. 


How ‘Fixed’ are ‘Fixed Assets’ ? 


Smr, ~ In the past seven or eight years you have 
published a number of letters of mine, written in 
answer to readers’ queries; they have covered a 
variety of subjects, such as the valuation of goodwill; 
obscure points of company law and private company 
finance, translation into French, and mathematical 
problems. My letters were written not so much 
ex cathedra as ex fellow-sufferer, i.e., as one who had 
encountered the same difficulty as a querist, and who, 
by taking advice from competent sources and exercis- 
ing a little ingenuity, had found a solution which he 
was happy to communicate to others. 

I write now as a humble seeker after knowledge 
with a query of my own; will some reader please tell 
my why motor yehicles are described in company 
balance sheets as ‘fixed assets’, 

As I'see it, motor vehicles are used for transporting 
from one place to another, valuable goods, usually 
in the form of merchandise, but sometimes still 
more valuable goods in the shape of the managing 
director and his family, at the expense of the com- 
pany, of course; used for these purposes, the vehicles 
are certainly of Value. However, if the vehicles are 
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fixed in any way, e.g. by lashing them to a tree with 
ropes, or by embedding the wheels up to the axles in 
concrete, they can be useful only as dog kennels or 
storage for lumber, and in that function cannot 
possibly have the values attributed to them in the 
balance sheet. 

It occurs to me that in some cases an auditor, 
being a stickler for truth, may have insisted that 
all vehicles should be jacked up in the yard with 
their wheels off the ground at midnight on December 
3185 if this were done he could then easily count 
them, properly describe them as 'fixed assets', and 
cheerfully sign a statement that the accounts for the 
year ending on that date gave a true and fair view. 

This, of course, is only one of many possible 
explanations: however, whatever method 1s adopted 
I should be grateful for some enlightenment. 

Yours faithfully, 


: London, EC2. RALPH A. HADRILL. 
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Retention of Accounting Documents 


Sir, – І wonder whether any of your readers would 
be kind enough to give me their advice and views on 
the question of deciding what accounting documents 
should be retained for record purposes and for 
how long. 

It is appreciated that the particular system of book- 
keeping in force must have some bearing on the 
accounting documents which should be kept, but it 
may be that there are certain principles which should 
be followed. I exclude reference to all documents 
whose retention is governed by operation of law. 

'This company sells only bottled beer and its 
market is entirely within the Federation of Rhodesia 
and Nyasaland. Yours faithfully, 

G. C. HUNTER, 
Secretary, 
RHODESIAN BREWERIES LIMITED. 
Salisbury, S. Rhodesia. 


CURRENT LAW 


Insufance of Goods in Transit 
The plaintiffs in John Rigby (Haulage) Ltd v. Reliance 
Marine Insurance Co Ltd ([1956] 3 АП E.R. 1), 
entered into a contract of insurance with the defend- 
ants, the policy providing that the subject-matter 
thereof was ‘the legal liability of the assured for 1088 
of or damage to . . . general merchandise of every 
description belonging to the assured or held by the 
assured in trust for which the assured are themselves 
responsible whilst in transit per road conveyances' 
in the United Kingdom. The plaintiffs carried out 


most of their business as haulage contractors through’. 


sub-contractors, as they themselves had only one lorry. 


A man who falsely represented himself as a driver ' 


employed by one of the plaintiffs’ sub-contractors 
was given by the plaintiffs’ manager a collection order 
in respect of a consignment of copper ingots for 
carriage from Liverpool to Birmingham, duly col- 
lected the ingots at Liverpool, and absconded with 
them. The consignors claimed the value of the ingots 
from the plaintiffs, who did not deny liability and 


claimed under the policy the amount of the loss from. 


the defendants. 

The Court of Appeal (allowing an appeal from the 
decision of Barry, J.), held that the plaintiffs were 
entitled to succeed. There was a contract between 
them and the consignors, and the latter had entrusted 
the ingots for carriage to the man whom the plaintiffs 
had sent in order that the plaintiffs might carry out 
their contract to convey: accordingly, the ingots 
were held ‘in trust’ by the plaintiffs within the 
meaning of that term in the policy. Е 


The Imperfect Gift 
Re Wale, Wale v. Harris ([1956] 3 All E.R. 280), 
was concerned with a settlement which recited that 
certain investments had been transferred to two 
trustees for the benefit of the settlér and B. and B.’s 


children. In fact none of the investments were 
transferred to the trustees as trustees of the settle- 
ment in the settlor’s lifetime. Some of the invest- 
ments (referred to as ‘the "A" investments’) were 
registered in the sole name of the settlor, and others 
(referred to as ‘the “B” investments’) in the name of 
the settlor and the two trustees: the settlor was the 
absolute owner of the ‘A’ investments and absolutely 
entitled beneficially to the ‘B’ investments. 

After making the settlement the settlor apparently 
~ judging, for example, from wills which she made – 
forgot about it, and after her death the two trustees 
applied to the Court for the determination of the 
question which of the investments were then or had 
at any time been subject to the trusts of the settlement. 

Upjohn, J., held that the settlor had made an 
equitable assignment, of the whole of her interest in 
both the ‘A’ investments and the ‘B’ investments, 
and the Court, exercising its jurisdiction over trustees, 
would order the trustees of the settlement, as the 
person in whom the legal estate was outstanding, to 
deal with the legal estate in the ‘B’ investments in 
conformity with the intention of the settlor, the owner 
of the equitable estate. As regards the ‘A’ invest- 
ments, however, his lordship held that the Court 
could not control the settlor, because she was not a 
trustee. Furthermore, the initial failure of the settle- 
ment as to the ‘A’ investments was not cured by the 
fact that the trustees of the settlement were (together 
with ‘B’) the settlor’s executors and trustees and, as 
such, clothed with the legal estate in such of the ‘A’ 
investments as remained in her name at her death: 
there was no room for the principle in Strong v. 
Bird ((1874) L.R. 18 Eq. 315), since for that principle 
to have any application there must be a continuing 
intention of making a gift to those who become 
executors, and, on the facts, in the present case there 
was not. 
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NETHERLANDS ACCOUNTANTS" CONFERENCE 


Pensions and Changing Money Values; Electronic Data-Processing 


The ‘effect of electronic data-processing on manage- 
meht and accounting and the ways to achieve pensions 
with a constant value were two subjects of.cürrent 
interest discussed at the annual year-day conference 
of the Netherlands Institute of Accountants held on 
September 29th, in Utrecht, an ancient city with 
Roman origins. 

The President of the Netherlands Institute, Pro- 
fessor A. M. van Rietschoten, was in the chair at the 
conference sessions in the Stadsschouwburg Lucas 
Bolwerk. Accountants from Belgium, Denmark, 
Great Britain, Finland, France, Sweden and Westetn 
Germany were present, together with some four to 
five hundred members of the Netherlands Institute 
as well as representatives of the Dutch Government, 
provincial and other authorities, the universities, and 
the professional and business life of the country. 

Among the guests present were a member of the 
Council of State, Mr W. F. Schokking; Mr S. D. 
Duyverman, Director-General of War; Prof. Dr F. 
Posthuma of the Nederlandsche Bank; Dr. H. A. R. 
Schuit, Director, of the Koninklijke Jaarbeurs; and 
Mr A. van Dongen, a member of the Institute and 
head of the central accounting department Br the 
Ministry of Fi inance. - : 


Representatives. of Other. Countries 
Accountancy bodies in other. countries were repre- 
sented as follows: 

The Institute of Chartered Accountants in England and 
Wales was represented by Mr W. S. Carrington, Е.С.А., 
with Mr Alan S. Maclver, M.C., B.A., Secretary of the 
Institute. The Institute of Chartered Accountants of 
Scotland by Mr James T. Dowling, с.л. with Mr Е.Н. V. 
McDougall, Secretary; The Society of Incorporated 
Accountants by Mr Bertram Nelson, F.S.A.A.; and The 
Association of Certified and Corporate Accountants by 
Mr William Jackson, Р.А.С.С.А., with Мг F. Cameron 
Osbourn, M.B.E., B.A., LL.B., Secretary. 

. The Institut der Wirtschaftsprüfer i in Deutschland was 
represented by Mr, H. Greiffenhagen; the French Ordre 
National des Experts-Comptables et des Comptables 
Agréés by M. J. Alexandre, of Paris; the College National 
des Experts Comptables de Belgique by Mr Th. Pirenne 
and Mr Jean Schellekens; the .Danish Foreningen af 
Statsautoriserede Revisorer by Mr H. Нјегло Jeppesen 
and Mr Carl Duun, both of Copenhagen; the Swedish 
Foreningen Auktoriserade Revisorer by Mr Carl-Henrik 
Witt; the Finnish Föreningen, c.G.R. and K. H. T. Yhdistys 
by Mr Börge Forström of Helsingfors. 

Mr Douglas A. Clarke, LL.B., F.C.A., 
а guest of the Netherlands Institute. 

. On the evening of September 28th, a reception was 
given in the Hotel des Pays-Bas so that the repre- 
sentatives of other countries would have an oppor- 
tunity of meeting the President and members of the 
Council of the Netherlands Institute and members 
of committees responsible for organizing the con- 
ference and the forthcoming International Congress in 
1957. The President said that it was their Dutch custom 
to celebrate their national high-days with friends from 
abroad. 

. The President, Prof. A. M. van Rietschoten, opened 
the Conference with a welcome tg the distinguished 
Dutch guests and to the many members of his Institute 


was also present as 


who were present, and he then introduced ће: represen- 
tatives of visiting countries in short speeches in their 
own languages, the representatives of the Scandinavian 
and Northern countries being addressed in English. 
Apart from these introductions, all proceedings were 
in the Dutch language. 


'The President's Opening Address 


In his opening address, the President stated that 
this. Accountants’ Day was the fortieth in a series 
beginning i in 1909, though interrupted in the war years. 

It is the first, said the President, to be held after the 
celebration of the diamond jubilee of the Netherlands 
Institute at Scheveriirigen on n May: 20th and 21st, 1955. 

He continued: 


On that occasion it was demonstrated. clearly what a 
place the Institute, and with it the accountancy profession, 
has gained over the years, both in the economic structure 
of this country and internationally among the organizations 
of practising accountants. 

As next year the Seventh Internatiogal Congress of 
Accountants will be held in Amsterdam between September 
9th and 13th, it will not be possible to hold an Accountants’ 
Day in 1957. This Accountants’ Day in 1956 falls therefore 
between two meetings, a national. and an international 
one, of particular importance. · 

The celebration of our jubilee gave rise to thankful 
reflection on the result .оѓ the work of many of our 
members, carried out in full freedom and in spontaneous 
and voluntary co-operation. The result of this work is that 
the accountancy profession in the Netherlands has a 
satisfactory scope and range; and the manner in which it is 
carried out, in public practice and in the internal service of 
industry, commerce and government, is of great: significance 
for all sections of economic life. This very fact, however, 
fixes us at the same time with: our responsibilities, both 
national and international. 


Towards Statutory Regulation ' 


It is particularly against the background of a possible 
regulation of the profession that these responsibilities make 
themselves felt. Ever since 1895 the aims of the Institute 
have included the furtherance of a statutory regulation, 
initially – and this is understandable in the circumstances 
of those days — from motives of the interest of the profession 
itself. As the consolidation of the profession progressed, 
this ground for such a regulation weakened: but with more 
intense development of business life and with the inter- 
weaving of Governmental action and the economic system, 
the need for a qualification of practising accountants made 
itself felt outside the profession. 

The Institute recognizes this need. It is prepared in 
conformity with the aim laid down in -its rules, to co- 
operate in the creation of a statutory regulation, provided 
that the position achieved is securely maintained and that 
there is assurance of favourable circumstances for further 
attainable development. It will be clear to you all that for 
these reasons the рузе takes great interest in the result 
of the work of the Committee led by Prof. Dr W. С. L. 
van der Grinten, which has, at the request of the State 
Secretary of Economic Affairs, reported on the question 
whether a statutory regulation of the accountancy pro- 
fession is desirable. 

I have just mentioned work performed in the past by 
many members in the interest of the Profession and within 
the organization of the Institute. To give youa picture.of the 
extent of this work, I may say that at the present time 298 


members are taking part in the -various-activities of the 
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Institute, of whom many are саар out more than one 
function as there are 393 positions held. There are 133 
members acting as teachers or examiners, 181 on study or 
research committees and 79 in other bodies. of the Institute. 
Only if this willingness to co-operate (generally without 
remuneration and so with personal readiness to make 
sacrifices) continues to exist under statutory regulation, 
will there be a guarantee of a further development of the 
profession. 

Internationally, also, the position of the Institute entails 
important obligations. "The presence on this day of so many 
guests from abroad shows anew how international is the 
character of our profession. The Institute aims at perpetuat- 
ing and deepening its international contacts and in that way 
to make a contribution to the development of professional 
concepts even beyond our borders. 

The President concluded his address with a reference . 
to the preparatory work on the treatment of the subjects 
to be discussed at the International Congress next year. 


Business Pensions 
and Changing Money Values 
Prof. Dr P. Kuin, Lecturer at the University of 
Amsterdam and economic adviser to Unilever N.V., 
then gave an address on “Business pensions and chang- 
ing money values’. 

He described spensioners as a ‘forgotten group’ and 
the social, business and ethical ‘reasons for looking 
after them properly. The pensioners themselves and ? 
certainly their employers will have borne the cost of - 
premiums for which the eventual return, expressed 
in buying power, is inadequate and many businesses 
face the problem of supplementing the contractual 
pensions so as to make them adequate to meet the 
current cost of living. 

. The erratic course of the cost of iiving lá the twentieth 
century has involved pensioners, with their fixed 
money incomes and lack of resources, against their will 
in a gigantic gamble where there are more blanks 
than prizes to draw. Тће following figures show what 
has happened to the purchasing value of Dutch pensions 
taking effect at intervals of five years and of. normal 
duration: 

1900-1910 —13 per cent, 
1905—1915 — 21 » 
1910-1920 —50 
1915-1926 — 9 » 
1920-1931 +55 » 
The: result has been not only hardship for the 
pensioners but also a moral obligation by employers 
to give a cost-of-living allowance in respect of pensions - 
which- they had already fully provided for. Although 
such cost-of-living allowances could usually be de- 
frayed out of increasing profits (these largely arising 
from the same causes as the increase in the cost of 
living), this attempted solution is unsatisfactory, 
because it gives pensioners no legal guarantee, while 
employers have to bear alone the additional provisions. 

Solutions whose purpose is to make pensions 
variable presuppose а change in inyestment policy 
or in the contribution rules. As regards investment 
policy, said Prof. Kuin, it has been suggested that 
pension funds should be allowed to purchase ‘index’ 
loans or debentures, i.e., securities whose capital 
would be revised annually in accordance with changes 
in the cost of living. As the State would not readily 
undertake such issues of securities to private pension 
funds, the only possibility would be for businesses (0 
issue them. This they could do, however, only if such 


1925-1936 +28 per cent- | 
1930-1942 17 » | 
.1935-1947 — 59 » 
794075952 —55 » 
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debentures: fitted into their normal financing plans 
and moreover they could,not afford to antagonize 


Ње general capital market. 


There are more prospects in investing a bigger 
proportion of pension contributions in equity shares. 
In times of inflation the decline in money values can 
largely.be offset by this means. For most pension funds, 
however, the yield on the investment is more important 
than its market value and this does not always keep 
pace with the cost of living. Dividend limitations may 
have an adverse effect. The. index of share values in 
Holland—at any rate since 1919 — has on several 
occasions fallen far below the cost of living index: а 
variable annuity system based on the market value 
of shareholdings (as supplied in the United States by 
the College Retirement Equity Fund) would not have 
helped the pensioners. 


Adjustable Pensions in France ` 


Prof. Kuin stated that in France there is a system for 
senior staff pensions of crediting each person in respect 
of contributions with а number of 'pension points' 
which are paid out to him after retirement by equal 
annual instalments. As salaries (and contributions as 
well) usually go up with the cost of living, the pension- 
paying agents can on occasion adjust the nominal 
value per point to the change in the value of money. 
Ап arrangement of this kind is possible only on a 
national scale because individual businesses whose staffs 
were reduced would receive insufficient contributions 
to meet their pension commitments. The same applies 
even to entire industries, which are similarly liable to 
economic decline. Hence, the paying agents operating 
for groups of French industries have one central 
adjustment fund which utilixes surpluses from . ex- 
panding industries to offset shortages in contracting 
industries. . 

For individual businesses, particularly those big 
enough to maintain а pension fund on an actuarial 
basis, National Airlines ‘cost-of-living pension plan' 
is well worth studying. This American company, in 
collaboration with the First National City Bank of 
New York acting as trustee, has introduced a pension 


., scheme guaranteeing pensions which will retain their 
` purchasing power even during inflation, at least 


provided the increase in the cost of living during the 
accumulation period does not average more than 74 
per cent per annum and 18 not greater than 5 per cent 
per half-year after retirement date. In the long run an 
average increase in prices of about 2 per cent per 
annum is allowed for, 1 per cent of this to be covered 
by higher contributions and 1 per cent by an expected 
increase in the value of investments consisting largely 
of equity shares. 

Replying to points raised in the ensuing discussion, 
Prof. Dr Kuin said that the Dutch Government, 


- though responsible for the purchasing power of money, 


did not think it necessary to issue an exhortation to 
take care of the value of money. Ínflation is often 
caused by external factors which the open economy 
of the country cannot but accept. Despite past differ- 
ences (in 1929 and 1938 and since the war) in the graphs 
of the cost of living and the value of ordinary shares, 
he had trust in ordinary shares. . 


Electronic Data Processing 
An interesting report фп the electronic processing of 
accounting data had been prepared by three persons 
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who have been connected with the Netherlands Postal 
and Telecommunications Services (PTT) Prof. Dr L. 
Kosten and Prof. Dr R. M. M. Oberman, both of 
Delft Technical University, and Mr H. Reinoud, a 
member of the Netherlands Institute of Accountants 
and director-in-chief of the financial, economic and 
organizational affairs of the PTT where for more 
than three years the three speakers had worked to- 
gether. From automatic development of the telephone 
and telegraph, the PTT had gained experience in 
electronic developments which is proving of importance 
in making automatic the Giro Service, the Savings 
Bank and other main accounting branches of the РТТ. 
Electronic accounting machines can be divided into 
systems which have developed from the original 
automatic calculating machines for scientific purposes, 
and the machines that stem from electro-mechanical 
punched-card machines. T'he scientific field is distin- 
„guished from the accounting by the complex chains of 
calculations which must be performed from relatively 
little basic data. In the accounting field there is a 
large number of small chains of calculations. In 
scientific work, an incidental machine error mostly 
discovers itself; for accounting machines with smaller 
calculations fault-signalling is possible or the stopping 
of the machine when a fault occurs. 


Tapes, Drums and Punched Cards 


Machines which have developed out of scientific 
types use mostly magnetic tapes as a medium for the 
input of data. Tapes can later be quickly read back and 
the information is available in the same original order: 
against this limitation in the use of tapes can be set the 
advantages of unlimited capacity and economical 
cost, but drums have the advantage that the information 
can later be read back at will in any order and with 
little loss of time. 


In comparing the two classes of systems, stated (ће ~ 


authors, one thinks of the punched-card group for 
middle-sized accounting organizations and the inte- 
grated systems for the largest concerns. The integrated 
systems are quicker and more expensive: but are often 
difficult to combine with punched-card systems, and 
mechanical sorting of cards is so simple, so relatively 
quick and so economical that electronic sorting cannot 
compete. Whenever there is much sorting it is prefer- 
able to have cards, or at least paper documents, to 
carry the information; and if there is need for the 
original document or a copy to be physically moved, 
machines with magnetic tapes to carry information 
will not be satisfactory. 

In place of punched holes, which involve relatively 
slow speeds, it is possible to have character recognition: 
pencil marks detected in mark sensing of the graphite; 
or pencil or ink marks recognized photo-electrically in 
mark scanning. If the pencil or ink contains magnetic 
material, the test of its presence is magnetic. The 
speed of recognition can be at the rate of 10,000 symbols 
a second. In recent years ordinary soft paper has been 
used in America without holes but with black stripes 
or squares scanned photo-electrically or magnetically. 
These marks take less space than holes and the 
tolerances for the alignment of marks is much greater 
than for the placing of holes. 


Centralization or Decentralization 


The new development will alsó' have an influence on 
the question of the centralization or decentralization 
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of direction and execution. The costliness of the 
apparatus and the attempt to reduce its idleness to a 
minimum can result in bringing together decentralized 
operations. The future developments of smaller 
electronic accounting equipment coupled with telex 
communications will in some cases cause decentralized 
processing of accounting data to be continued. The 
example is quoted of the American Corporation of 
Sylvania Electric Products which favours small plants 
in small towns with decentralized factory responsi- 
bility, but all linked together by a centralized data 
processing centre and a 12,000 mile private electronic 
communications system. 

The elimination and regrouping of functions and 
jobs can often be achieved in an orderly way with 
very few lay-offs: but with the staff that remain, 
particularly those of middle age, there may be problems 
in having to learn entirely different and more com- 
plicated work procedures. Relations with unions and 
public relations require special thought. 

With the electronic transformation of manual office 
work, the capital costs will be absolutely and relatively 
high. Decisions will be needed as to whether to buy or 
hire equipment or make use of a service bureau. With 
the purchase of electronic equipment, the increase in 
fixed costs reduces the adaptability of the business in 


a sharp trade depression. 


Significance for the Accountant 


Accountants are brought deeply into automization. 
As experts in accounting organization they must offer 
help in the reorganization of the accounting sectors of 
business and Government and must make themselves 
fully familiar with the development in this part of their 
profession. Some accountants’ offices at home and 
abroad are already making preparations. Co-operation 
with technical experts appears necessary in a long 
transitional period and perhaps permanently. 

As auditor, the accountant has an interest in the 
development of integrated processing of accounting 
information in relation to the purpose and efficiency of 
the audit. 

The President then expressed thanks to the speakers 


"who had shown that accountants and other experts. 


had an important part to play in the new developments. 


Gonference Dinner 


In the evening the President, Prof. А. M. van Riet- 
schoten, was in the chair at a dinner attended by: 
members of the Netherlands Institute and their 
ladies. 'The representatives of other countries with 
their ladies were the guests and after the loyal toasts, 
Mr R. W. Starreveld, speaking in English, French, 
German and Flemish, proposed their health in the 
simple homely phrases of friendship Mr W. S. 
Carrington replied on behalf of the guests and referred 
to their great expectations of the Seventh International 
Congress in Amsterdam and the heavy but rewarding 
work which the Netherlands Institute were carrying 
throygh. This was followed by the toast of the con- 
ference speakers proposed by Mr P. Frank, Vice- 
President of the Institute. 

The conference arrangements in Utrecht, entrusted 
to Mr L. Kleerekoper, EC. drs., honorary secretary 
and a member of the Council of the Netherlands 
Institute, and to Mr A. L. de Bruyne, director of the 
Institute, were carried through with efficiency and 
distinction. 
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DINNER IN NEWCASTLE 
NORTHERN SOCIETY OF CHARTERED ACCOUNTANTS 


'The annual dinner of the Northern Society of Char- 
tered Accountants was held at The Royal Station 
Hotel, Newcastle upon Tyne, on Friday, November 
2nd. The President of the Society, Col. R. Mould- 
Graham, O.B.E., M.C., T.D., D.L., рР., F.C.A., presided, 
and with Mr A. S. H. Dicker, M.B.E., F.C.A., President 
of the Institute, received the company of over 200 
members and guests. 

‘The toast of “T'he Institute of Chartered Accountants 
in England and Wales’ was proposed by his Honour 
Judge John Charlesworth, Chancellor of the County 
Palatine of Durham, in the unavoidable absence of the 
Home Secretary, Major the Rt. Hon. G. Lloyd-George, 
T.D., M.P. 

Judge Charlesworth made an entertaining speech in 
which he described accountants as the witch-doctors 
of the modern world because they constantly dealt 
with what he called unrealities. 


Assistance to Government Departments 
Replying to the toast, Mr Dicker said that the 
relationship of chartered accountants with Government 
departments implied recognition of the highest level of 
integrity and confidence. He continued: . 


'Ever since the days of the First World War our members- 


haye n called upon e DA ар portant part im the 
national economy by assisting Government departments 
in connection with the investigation and certification of 
many important figures and financial statements which have 
been required from time to time during varying degrees 
of Government control of industry, such as the assessing 
of subsidies and price guarantees and many other similar 
regulations. . . . This policy of making direct use of our: 
services for the national is one which we welcome 
with honour aüd gratitude and it is our constant en- 
deavour to do all we can to assist the Government to 
keep this side of their responsibilities in efficient working 
order. This is a purely professional connection and rightly: 
80 83 much time is us involved and the best brains are 
required. 'T'he labourer is worthy of his hire and the expert 
accountant should be remunerated for Government work 
at the same standard as that which he is considered worthy 
by industry and commerce. ... 

"The assistance of many members of our profession and 
especially of chartered accountants is constantly being 


sought by ministries for membership of committees, both . 


those of a standing nature and also those which are formed 
for ad hoc purposes. This is in effect work of an advisory 
nature, where a member is probably selected for his expert 
knowledge of a specific subject, or for the express purpose 
of assessing grants and other forms of financial aid. 

“This contribution of ours to State affairs, and it is a 
very substantial contribution, is usually on an honorary 
basis, and a great number of us give up much time and care 
to such committee work. It may be that in time some element 
ef remuneration will enter into this, but there is much to 
be said for the honour of giving honorafy service for the 
general benefit of the community through Government 


committees. 

*And at the highest level many of our leading members 
are called upon to serve on Royal Commissions and other 
' commissions of inquiry, both at home and overseas, the 
outcome of which may „ђе of the utmost national and 

international significance." 
Mr Dicker said that the continued healthy state of 
the Institute. was greatly dependent on the health of 


individual societies which should be kept in a high 
state of efficiency, admittedly not easy in cases where 
the area covered was of great extent with only a few 
centres of population. The Northern Society had one 
of the most difficult areas, extending from coast to 
coast, but had formed a branch in Cumberland and 
now had the foundations of a group in Sunderland. 
Urging the advantages of district society membership, 
he said: 

*[ consider that this "getting together" is one of the most 
satisfying uses to which our membership can be put, and 
every effort should be made to encourage such оррог- 
tunities." * 

The toast of "The Guests’ was proposed by Mr 
J. M. S. Coates, O.B.E., в.С.А., and Mr G. C. Dresser, 
President of. the Institute of Bankers, Newcastle upon 
Tyne Centre, responded. 
| The Company 
Among those present were: 

Mr R. Barras, F.C.Ww.A. (President, North East Coast 


. Branch, Institute of Cost and Works Accountants); Councillor 


‘J. R. Bartlett, B.com. (Deputy Lord Mayor of City and 
County of Newcastle upon Tyne); Mr J. Howard Bell, B.A., 
F.C.A. (President, Manchester Society of Chartered Account- 
ants); The Hon. Denis Berry, т.р. (Managing Director, The 
Newcastle Chronicle and Journal Ltd); Messrs C. i. c. 
воа MA D D.C.L. (Vice-Chancellor, University of 
Durham and Rector of King’s College); Arthur more 
F.8.A.A. (President, Newcastle upon Tyne and pemn Society 
of Incorporated Accountants and Auditors); А. F. B. Ham, 
Е.С.А. (President, Bristol and West of England Society 
„ој Chartered Accountants); J. Winston Hand, F.R.1.C.8. 
(Chairman, Northumberland and Durham Branch, The 
Royal Institution of Chartered Surveyors); E. R. Longman, 
¥.C.A. (President, Leeds, Bradford and District Society of 
Chartered Accountants). ` 

Messrs Т. A. Macfarlane, В:А., Р.С.А. (President, Liverpool 
Society of Chartered Accountants); А. S. MacIver, M.C., 
В.А. (Secretary, Institute of Chartered Accountants in 
England and Wales); S. G. March, T.D. (President, Newcastle 
upon Tyne Incorporated Law Society); - B, H. Newton 
(Northern Chartered Accountants Students? Society); C. L. 
O'Callaghan, a.c.a. (President, Nottingham Society of 
Chartered Accountants); W. N. Oliver, ВАЛ. (Junior Vice- 
Chairman, The Chartered Auctioneers and Estate Agents 
Institute); W. E. Parker, C.B.E., F.C.A. (Chairman, London 
and District Society of Chartered Accountants); K. Patterson 
(Northern Chartered Accountants Students! Society); Col. 
B. Peatfield, ове. M.C., T.D., D.L. (Clerk ‘to the Com- 
missioners of "Income Tax). 


Messrs W. W. Routledge, F.c.a. (Chairman, Cumberland 


Branch, Northern Society of Chartered Accountants), С. G. 
Sparrow, F.C.A., F.8.A.A. (Chairman, North Yorkshire and 
South Durham Branch, Leeds, Bradford and District Society of 
Chartered Accountants); C. Stewart (H.M. Principal Inspector 
of Taxes); B. Thomas, F.c.a. (President, Sheffield and District 
Society of Chartered. Accountants); H. G. Thomas (H.M. 
нара eee Neen of Taxes); Dr J. B. Tilley, M.D., D.P.H. 

of England Branch, British Medical 
унели Messrs D. B. Tillotson, A.c.1.1. (President, 
Insurance Institute of Newcastle upon Tyne), W. А. White- 
head (President, Northern Counties District Society, Associa- 
tion o Certified and Corporate’ Accountants); The Venerable 
I. H. White-Thomson (Archdeacon of Northumberland); 
Mr F. Wilcock, F:1.M.T-®, A.8.4.4. (City Treanirer, City and, 
County of Newcastle. upon Tyne). 
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NOTES AND NOTICES 


Personal 


Messrs BRYDEN, JOHNSON & Co, Chartered Ac- 
countants, of 13 Southampton Place, High Holborn, 
London, МС, announce with regret the sudden 
death on October 25th, of Mr STANLEY JOHNSON, 
F.C.A. The practice will continue to be carried on by 
Mr T. LEACOCK, J.P., F.C.A., A.S.A.A. 

Messrs LAMBETH, JOHNSTONE & Co, Chartered 
Accountants, of 160 Piccadilly, London, Wry, 
announce that Mr Совром D. JOHNSTONE, .F.C.A., 
has retired from the practice as from September 
30th, 1956, and has accepted a commercial appoint- 
ment with the Jeyes group of companies. The style 
of the firm will remain unchanged. 

Messrs Fawtey Jupce & EasroN, Chartered 
Accountants of 1 Parliament Street, Kingston 
upon Hull, announce that as from November ist, 
1956, they have taken into partnership Mr LESLIE 
Boot, D.F.C., D.F.M., A.C.A., who has been associated 
with the firm for many years. The style of the firm 
will remain unchanged. 

Messrs RowLEy, PEMBERTON & Co, Chartered 
Accountants, announce that as from Monday, 
November sth, 1956, they have removed their 
offices from 3-4 Lime .Street, London, EC3, to 
9 Bishopsgate, London, EC2. "Telephone: London 
Wall 5921. 

Professional Notes 
Mr A. D. Black, c.4., has been appointed secretary 
of The Scottish Motor Traction Co Ltd, and the 
S.M.T. Sales and Service Co Ltd as from November 
ISt, 1956. 
` Mr R. S. Helliwell, M.A., A.C.A., has been appointed 
secretary of Simon-Carves Ltd. 


Chartered Accountant's Golden Jubilee 


Mr Norman D. Grundy, F.c.a., has been presented 
with a chiming clock by his colleagues, past and 
present, in the firm of Everett, Morgan & Grundy, 
Chartered Accountants, of London, as a memento 
of his attaining fifty years in practice in that firm, 
which he joined as a junior partner in April 1906. 

Mr Grundy was formerly Churchwarden of St 
Laurence Pountney НШ, EC4, and has been for 
many years a member of the Parliamentary and 
Commercial Law Committee of the London Chamber 
of Commerce. He has also been a member of the 
Gresham Club, Abchurch Lane, ЕСА, since 1911, 
and has twice served on the committee. For the time 
being, he is continuing in the profession as well as 
serving on several company boards. 


Double Taxation Relief: Austria ' 
The Double Taxation Convention with the Republic 
of Austria, which was signed on July 20th, was 
published on October 41st, assa schedule to a draft 


Order in Council. The Convention, which is subject. 


to ratification, provides for the avoidance of double 
taxation of income and profits, and is expressed to 
take effect in the United Kingdom from April 6th, 
1956. It is in general similar to those which the 
United Kingdom has already made with other 
European countries. 


London and District Society of 
Chartered Accountants 


MANAGEMENT ACCOUNTING CONFERENCE 
The November conference on management account- 


. ing, organized by the London and District Society of 


Chartered Accountants, assembled at The Grand 
Hotel, Eastbourne, on Thursday and continues 
until midday today. 

The conference was opened by Mr W. H. 
Lawson, C.B.E., B.A., F.C.A., Vice-President of the 
Institute, and an introductory address was given by 
Mr J. D. Green, F.c.a. Papers giving illustrations of 
management accounts and describimg problems of . 
installation and development were read on Friday 
by Mr А. G. B. Burney, 0.B.E., B.A., F.C.A., and Mr 
R. D. S. Shrimpton, A.C.A. These papers formed the 
basis of discussion for the members of the Society 
attending the conference. 


LUNCHEON MEETING | 
А luncheon meeting of the London and District 


Society will be held next Monday at the Connaught 
Rooms, Great Queen Street, London, WC2, at 12.30 


‘for 1 p.m. 


The guest speaker will be Mr A. W. Tuke, chair 
man, Barclays Bank Ltd. 


Liverpool Society of Chartered Accountants 
MANAGEMENT ACCOUNTING COURSE 


For the second successive year, the Liverpool 
Society of Chartered Accountants has arranged to 
hold a week-end management accounting course at 
The Blossoms Hotel, Chester. The course will assemble 
before lunch on Friday, December 7th, and will 
disperse on Sunday afternoon, December gth. 

On this occasion it has been decided to include 
subjects of a more detailed nature than the general 
outline provided by last year's course. While the 
detailed subjects naturally have paramount import- 
ance in large units, they are nevertheless of great 
concern to smaller businesses. 

Another depgrture from last year's procedure is 
that each member, whether in industry or practice, 
is asked, if possible, to bring to the course a non- 
accountant concerned in management. It is hoped by 
this means to ensure that those for whom manage- 
ment accounting information is prepared can con- 
tribute to the discussions. It is also hoped to give them 
a wider appreciation of the benefits that can be 
obtained from" management accounting. 
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The subjects and speakers will be as follows: 


‘Financial management’ by Mr P. D. Irons, B.COM., 
A.C.A. (Saunders-Roe Ltd). 

‘Profitability of products’ by Mr H. Hodgson, r.c.4., 
F.C.W.A. (Messrs Robson, Morrow & Co). 

‘Materials supply and control’ by Mr W. L. Weston, 
(Lever Bros, (Port Sunlight) Ltd). 

‘Work study as an aid to effective costing’ by Mr G. L. 
Page (National Union of Manufacturers). 

Owing to the higher cost of the hotel accommoda- 
tion it has been necessary to increase the charge 
for the course to £5 155, inclusive of all meals and 
gratuities. For those who wish to join the course as 
non-residents, the charge will be £3 5s inclusive of 
meals (other than breakfast) and gratuities. 

Members of the Society wishing to attend the 
course should write to Mr С. C. Taylor, J.P., F.C.A., 
Hon. Secretary, Management Accounting Course 
Sub-Committee, Liverpool Society of Chartered 
Accountants, 468 India Buildings, Liverpool 2. 


Chartered Accountants’ Lodge No. 3162 


GOLDEN JUBILEE MEETING 
The Chartered Accountants’ Lodge celebrated its 
golden jubilee afa dinner held at The Piccadilly Hotel, 
London, Wi, on October 3rd. Among the dis- 
tinguished company present were: 

Rt. W. Bro. Hon. Mr Justice Upjohn, P.G.W.; Rt. W. 
n Hon. Mr justice Hilbery, P.G.W.; Rt. W. Bro. 
J. M. S. Coates, Prov. G.M Northumberland: Rt. W. Bro. 
Sir Frederick Rowland, P.G.W.; Rt. У. Bro. Sir Sydney 
White, P.G.W. Grand: "Secretary; V. W. Bro. C. U. Peat, 
P.G.Treas.; V. W. Bro. J. N. Gray, Gne Rt. W. Bro. 
the Rt. Hon. Lord Milner of Leede, P.G W. Wor. Bros. 
Sir Hugh Gurney, Э Milner Holland, T 
F. E. G. Hayward, P.G.D.; А. C. Byron, J.G.D.; . W. 
Kenyon, G. Supt. Wes ^ T. B. „Jones, P.A. bo 
Major Napier Rowlett, P.G.D.; and many members of 
London Grand and Provincial Grand Е 


The first regular meeting of the Lodge was held 
exactly fifty years ago, on October 3rd, 1906. At 
that meeting six candidates were balloted for, and 
by special dispensation all were initiated, one of 
whom was the present secretary, V. W. Bro. 
Geoffrey Bostock, P.G.Treas. 

At dinner, the toast of "Стапа Lodge' was well 
submitted by the ГР.М., W. Bro. F. Clive de Paula, 
and Rt. W. Bro. Mr Justice Upjohn, P.G.W., res- 
ponded. 

W. Bro. Rodway Stephens, L.G.R., J.W., sub- 
mitted the toast to the fiftieth Initiate, and Bro. D. L. 
Clayton, the Initiate, responded. The visitors were 
welcomed by V. W. Bro. H. A. R. J. Wilson, 
P.G.Treas., replies being made by W. Bro. Раш 
Davie, Сиу Remembrancer, and Bro. Major 
L. H. Thomas (U.S.A.). 


THE ACCOUNTANT 


503 


Certified Accountants’ Luncheon Meeting 


The first of the 1956-57 winter series of luncheon 
meetings of the Association of Certified and Corporate 
Accountants was held at the Connaught Rooms, 
London, WC2, on October 29th. 

The meeting was under the chairmanship of Mr 
А. С. S. Meynell, F.a.c.c.a., President of the Associ- 
ation, and 160 members and guests heard Sir Hughe 
Knatchbull-Hugessen, X.C.M.G., formerly British 
Ambassador in China and Turkey, talk about his 
less serious diplomatic experiences in those countries. 

The next luncheon meeting is to be held at the 
Connaught Rooms, on January 21st, 1957, when the 
guest speaker will be Mr Donald Tyerman, editor of 
The Economist. Further particulars of this meeting 
may be obtained from the Secretary of the Associa- 
tion, 22 Bedford Square, London, WC1. 


The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m., xat the Institute: Lecture on ‘Financial 
journalism’, by Mr M. A. Vice (Features Editor, The 
Financial Times). Chairman: Mr У. K. Wells, B.A., F.C.A. 

Friday, 5.15 p.m., at the Institute: Introductory course 
lectures on (1) “Taxable income’, by Mr J. Kennedy 
Melling, A.C.A., A.T.I.I., F.R.ECON.8., and (2) ‘The law of 
agreements and damages’ » by Mr A.C. Staples. 


The Birmingham Chartered Accountant 
Students’ Society 


The seventh annual residential course of The 
Birmingham Chartered Accountant Students’ Society 
was held at Ashorne Hill, near Leamington Spa, 
from October rath to 15th and again proved a great 
success. The course was attended by.105 students 
from Birmingham, Wolverhampton, Coventry and 
other parts of the Midlands. 

The students were divided into Intermediate and 
Final sections, and each lecture was followed by 
group discussion under the leadership of a member 
of the senior Society. The groups were visited in 
turn by the lecturers for the purpose of answering 
questions as they arose. 

Among the features of the course were a paper by 
Mr D. A. Buchanan, F.1.8., President of the Birming- 
ham Centre of the Institute of Bankers, on “The 
history and functions of the Bank of England’, and 
a quiz entitled ‘Any questions?’ in which questions 
submitted by students were answered by a panel con- 
sisting of Messrs P. T. Neal, F.c.a. Коза ари , 
W. W. Fea, B.A., A.C.A, В. В. Dixon, F.C.4., H. 
Holt, A.C.A., and B. С. Rose, A.C.A. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS; FACTORIES, PLANT & MACHINERY, Etc. 
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‘Local Government Finance Statistics - 
Details of the income and expenditure of local 
authorities in England and Wales during the financial 
year 1954-55 were published recently!. 
` In the year under review, the cost of running the 
rate fund services rose by £79:5 million to £1,059 
million, the principal increases again being in educa- 
tion (£44 million more than in 1953-54 – half of 
this being for salaries and wages) and in housing 
(£19 million higher — mainly for interest and repay- 
ment of debt). Payments by council tenants and those 

ing use of other rate fund services as private 
individuals rose by £16 million and the income from 
rates increased by £16 million to £393 million. 
Government grants including capital grants were 
£32 million higher at £466 million. 

Capital expenditure, though slightly less than in 
1953-54, was still high at {510 million. This figure 
includes а record.amount of £50 million for advances 
on mortgage to private individuals for house pur- 
chase. The remuneration of local government officers 
and employees including teachers, police ‘and 
professional and technical staffs, amounted to £590 
million – some £44 million more than in 1953-54. 


; Chartered Accountants’ Hockey Club 
Additional fixtures of the Chartered Accountants' 
Hockey Club are being made this season with the 
Inland Revenue and with the Virginians, ‘The club 
is also considering sending a touring side to Holland 
next year. 

ES - Our Weekly Problem 

No..143: Соор. Time 

Mr L. U. Sidate wound up his clocks on a Siid: 
He was delighted to find they kept such good time. 
"The grandfather clock.which struck at the rate of 
one strike a second completed its striking at the 
instant the study clock began striking at a pro- 
portionately quicker rate. Again, the last strike of 
the study clock coincided with the first stroke of the 
drawing-room clock which struck at a similar pro- 
portionately quicker rate than the study clock. 

The time from the first stroke of the grandfather 
clock to the last stroke of the рана clock 
was nineteen seconds.. 

What o'clock was it? i 

The answer will be published i next week. 


Answer то Мо. 142: “но Pays 
If Ivor, after giving back one quarter, had 21s he must 
have had 28s after paying for the tickets. Charles must have 
received back 7s — the price of the tickets. Charles originally 
had a guinea, and Ivor 28s. 


1 Local Government Financial Statistics, England and Wales, 
1954-55. H.M.S.O. rs net. 
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SEVENTY-FIVE YEARS AGO 
From Ehe Accountant оғ NOVEMBER 12TH, 1881 
Contributed note entitled. 
FARMERS’ ACCOUNTS | . 

` The great necessity of the case, if farmers are 
to make out accounts such as will show their profits 
or losses from year to year, is a fair appraisement of 
stocks and values in the shape of tillages at each 
balancing date. In our idea, it is unnecessary to seek 
thé degreeof accuracy which a forced sale, as suggested 
by- S. W. S. (vide The Accountant, No. 361, p. 12), 
would give. It is enough if reasonable allowance 
is made for deaths and obvious deterioration in live 
stock, or for improvement in value, if any; corn and 
other crops being estimated both for quantity and 
price, not at extreme figures, but reasonably. A little 
experience goes a great way, if its lessons are properly 

athered. and applied. Then in those cases where а 
RA sum is laid out upon tillage, with no immediate 
prospect of returns, not only should the recent outlay 
upon labour, manure, etc:, ђе valued amongst assets 
in October following, ‘but a year later it may be three- 
fourths of such benefit remains uftexhausted, and 


- to that extent the item should be re-introduced into 


the inventory. We do not hesitate to say that a 
farmer, intelligent and careful enough to make 
a fair inventory of his means once a year, including 
allowance for debtor and creditor amounts, may 
arrive at a just notion’ of his loss or gain per cent. 
upon the money turned over, or upon the capital 
employed, whichever he thinks most instructive. Mr. 
Rabbidge’s remarks (vide The Accountant, No. 361, 


, p- 12) down to a certain point are true and very much 


to the purpose. May we suggest that when he comes 
to speak of payments exceeding receipts, he deserts 
scientific а and retails stale truisms? 

Ұ. А. Т. 





TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Сее & Co (Publishers) Ltd, In collabor- 
ation with Taxation Publishing Co Led, have the following advantages: 
Reports of every English and Scottish case are posted to subscribers as soon 
as possiblo after the transcript of his ludgmant has been approved by the 
Judge and ts available ye EVERY Income tax, E.P.L., profits tax, stamp duty, 
and estate duty judgment in the English and Scottish Courts Is reported 
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rts include full reports of che judgments 
ез of cases and of statutes Judicial y con- 


Annual Subscription 30/- post free 
GEE & COMPANY (PUBLISHERS) LIMITED 
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VOL. CXXXV. NO. пара 


DUE ENDORSEMENT 


T has been estimated that something like 600 million cheques 
| endorsement аге issued in this country every year 

and that 97 per cent of them are paid straight into the payee's 
bank. In our issue of April gth, 1949, we published a letter from 
MR А, Н. Proup drawing attention to the fact that commercial 
concerns had to 

‘provide a clerk or office boy to carry out the slightly ridiculous 

formality of signing in their names on the back of each cheque'. 

In the same issue we published a leading article supporting МЕ 
Provub’s plea for some change which would render these endorse- 
ments unnecessary. Àn alteration in the law which would achieve 
this has now been recommended in the report of the Committee 
on Cheque Endorsement.! This committee, under the chairman- 
ship of Mr A. A. MOCATTA, Q.C., and having as one of its members 
Mn W. К. M. SLIMMINGS, C.A., was appointed on April 18th, 
1955, by Mr R. A. BUTLER, then Chancellor of the Exchequer. 
This followed the demise of the Private Member's Bill? introduced 
by Mr R. GRAHAM РАСЕ, M.P., which was designed to reduce 
the need for endorsement. .. ^ . 

In an interesting review of the history of the matter the report 
points out that in former times when the heavy ad valorem stamp 
duty on cheques and the limited number of bank accounts 
militated against the drawing of separate instruments for each 
payment, cheques often passed through a number of hands by 
negotiation, and the need for endorsement was obvious. Тће 
Bills of Exchange Act, 1882, does not contain any specific require- 
ment for the endorsement by the payee of an order cheque which 
he pays into his own bank, and prima facie there appears to be 
no need of endorsement. However, banks invariably insist on it 
and the practice has become firmly established as part of the 
ordinary course of business. It does help to protect banks in 
certain circumstances. On the other hand, the examination and 
regularization of endorsements adds considerably to the work of 
bank staffs, to say nothing of the trouble given to the endorsers 
themselves. 

The committee rejected the suggestion that a new non- 
negotiable instrument be introduced; they thought that as long 
as ordinary cheques were available, drawers would continue to use 

ethem. Moreover, the banks would not welcome further variety 
in the imstruments they handled. As to a suggestion for the 
extended use of beargr cheques crossed 'not negotiable' and 
‘account payee only’ (which would not require legislation), the 
committee thought this did not go far enough, particularly in view 
!HOMOSO. mnd. 3: rs 3d net. ———— . 
? See The Accountant, March sth, 1955, p. 274: April 3oth, 1955, p. 500. 
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‘of the general prejudice against bearer cheques 
as being unsafe. The committee thinks that 
although there is scope for popularizing such 
cheques, a more thoroughgoing change is called 
for. Some witnesses advocated the extended use 
of the so-called traders' credit systém. Under 
this, a person having a number of payments to 
make, supplies his bank with a list showing the 
names of the creditors, the individual amounts, 
and the creditors’ banks. At the same time. the 
payer hands to his bank separate ‘credit advice’ 


slips for transmission to the payees, and he draws. 
a single cheque in favour of his bank for the. 


aggregate amount. For those who pay many 
accounts by cheque, this method is cheaper, while 
it solves the problem of expenditure of effort in 
endorsement. People who deal in only small 
quantities would not be materially inconvenienced 
by the present system. Again the committee 
thinks this offers only a partial solution. 
' What the committee came down in favour of 
was а simple cutting of the Gordian knot by new 
legislation to the effect that when the payee pays 
a cheque into his bank for collection, no endorse- 
ment shall be required. This (in principle the 
solution offered by Mr Сванам Pacz's Bill) will 
mean that the saving of effort for payee and bank 
will be in no way dependent on the will of the 
drawer of the cheque. The Нов would be 
on the following lines: 
When a cheque, whether crossed or not, 
(a) is received by a banker (or his agent for 
collection being a banker) for collection 
on behalf of a customer; and 
(b) is specially crossed to that banker or to 
such agent either before such receipt or 
by that banker or such agent after such 
receipt, ` 
no endorsement of the cheque shall be required 
if the payee of the cheque is the customer on 
whose behalf the cheque is received for col- 
` lection and to whose account the cheque is to 
be credited. Notwithstanding the absence or 
irregularity of endorsement in such cases, the 
banker if he has given value for such cheque 


or has a lien thereon shall as against the . 
Бе an inevitable decline in the number of formal 


„drawer and- payee have all the rights of а 
holder for value or a holder in due course as 
the case may be. 


'The committee add What it is виа that the- 


change should apply to djvidend warrants and 
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bankers' drafts. It would not cover cases where 
a cheque payable to an individual or company is 
lodged to the credit of a joint account, e.g. a 
partnership account, but of course the bank 
could accept such a cheque unendorsed where 
it was satisfied that there was no risk. On grounds 
of security and to preserve the utility of cheques 
as evidence of payment, endorsements would 
continue to be necessary where a cheque was 
paid over the counter. ; 

The Institute of Chartered Accountants in 
England and Wales made the point to the com- 
mittee that, from the auditor's point of view, the 
present value of paid cheques as evidence of 
receipt would be diminished in the numerous 
cases where the payee's name is not correctly 
made out and (under present practice with many 
concerns) he endorses the cheque with a rubber 
stamp making clear his correct name. (Similar 
objections were put forward b& the Scottish 
Institute and by The Association of Certified and 
Corporate Accountants.) The Institute also ex- 
pressed the fear that the proposed change 
would mean a rather greater risk of collec- 
tion of cheques for wrong accounts, in which 
case chartered accountants might find it necessary 
to advise clients to seek more explicit evidence " 
of payment, and this in turn might mean the 
increased use of receipt forms on the backs of 
cheques. 

The committee thinks that a simple receipt 
for a payment by cheque, not linking the pay- 
ment with the relative transaction, has no greater 

value as evidence of payment than the paid cheque 
itself. Therefore, under the committee's recom- 
mendation, a paid unendorsed cheque would not 
be less valuable as evidence than a paid endorsed 
cheque is now. However, to put any doubts at 
rest, the committee recommends legislation to 
the effect that the paid cheque should constitute 
prima facie evidence that the payee has received 
the money. Those persons who nevertheless still 
wish to incorporate a formal receipt on the backs 
of their cheques would still be able to do so by 
arrangement with the bank. 

If the recommendations are adopted there will 


receipts, and therefore in stamp duty revenue. 
However, the committee thinks the loss not un- 
reasonable in view of the other benefits to the 
community. * 
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THE RENT BILL 


over forty-two years, but while the value 
of money has gone steadily down, and 
incomes from practically every source except 
rent-restricted houses has soared, the permitted 
increases of rent hitherto have been very exiguous. 
In the result, landlords of such property have 


Re control has been with us now for 


‘been required in effect to subsidize their tenants, 


although the latter in many cases are much better 
off, and well able to pay an economic rent. Firm 
ameliorating legislation has hitherto been lacking 
because of the political repercussions; there are 
more tenants with votes than landlords with 
votes, but the Government is to be congratulated 
for having grasped the nettle at long last. The 
Rent Bill, which has now been published, shows 
that rent control over a very wide field is on its 
way out. , 

At the moment there are about 15 million 
houses (including flats and the like) in Britain, 
with 13$ million of them in England. Those with 
a rateable value not over {100 in the Metro- 
politan Police District, £9o in Scotland, and £75 
elsewhere, are rent-restricted if let unfurnished. 
‘These account for 114 million houses, of which 
over 5$ million are let unfurnished, 4? million 
are owner-occupied, and half a million are let 
furnished. Owing to the haphazard operation of 
the law, controlled rents can be widely different 
for identical houses in the same street, but con- 
troled rents in general bear no relation to the 
real letting value. m 

The broad objects of the Bill are: 

(a) the progressive abolition of rent control; 

(b) to establish revised rents for houses which 

remain controlled, in amounts more in 
keeping with the present-day value of 
monéy and the cost of maintenance. 

If the Bill is passéd, some five million owner- 
occupied houses with rateable values within the 
limits for rent control will immediately pass out 
of control. Other rent-controllede houses will 
cease to be controlled the moment they fall 
vacant, except where the landlord gains possession 
as a result of statutory action to reduce over- 
crowding. In addition, the rating limits for con- 
trol will at once be reduced to £40 in the Metro- 
politan Police District and Scotland, and to £30 


elsewhere. This will release from control 800,000 
houses now let at controlled rents. The Bill also 
confers power from time to time to decontrol 
further categories, subject to the approval of 
Parliament. Statutory tenancies created at the 
end of along lease under the Landlord and Tenant 
Act, 1954, are excluded from decontrol, however. 

The occupant of a formerly requisitioned house 
who has been accepted by the landlord as a 
statutory tenant under the Requisitioned Houses 
Act, 1955, will be immune from the decontrol 
provisions until 1965, if he retains his tenancy so 
long. Other tenants will be protected from sudden 
increases in rent or eviction by a requirement on 
landlords to give six months' notice of an increase 
in rent or of notice to quit. 

For houses in England and Wales which remain 
controlled, revised maximum rents are fixed on 
a uniform basis by reference to the gross values 
in the 1956 rating valuation lists. Under the 
rating legislation these gross values represerit the 
estimated letting values in June 1939, since when 
the value of money has fallen considerably. The 
new limits (exclusive of rates and service charges) 
will be the following amounts (per annum): 

(а) twice the gross value in the normal case 
where the landlord is liable for all repairs 
except internal decorations; 

(b) one and one-third times the gross value 
where the landlord is not responsible for 
any repairs at all; : 

(c) two and one-third times the gross value 
where the landlord is responsible for internal 
decorations as well as the other repairs. 

. Here, again, the tenant is given a breathing 
space before the existing rent can be increased. 
The landlord must give three months’ notice of 
any increase and, for the first six months there- 
after, the increase must not be more than 7s 6d 
a week. The provisions for rent increases con-: 
template, of course, that the landlord has carried 
out his obligations (if any) to keep the house in 
repair. Where he has not done so there are 
elaborate provisions for the relief of the tenant. 

It is hoped that the new Jaw will bring about a 
more efficient utilization of available housing, 
and encourage the carrying out of repairs, besides 
remedying an obvious injustice. 
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SEDE SHARES. WITHOUT VOTES 


-by PETER WHITWORTH 


_MODERN - nr in company 

issues is the so-called * “A” ordinary share’, 

„a euphemistic expression to denote a share 
which, besides having all the disadvantages 
commonly associated with ordinary shares, also 
lacks the very powerful advantage of the right to 
vote at the company's general meetings. The 
validity of practically everything a company does 
rests ultimately on resolutions of meetings of its 
members, and what the company does or omits 
to do can affect those members very considerably. 
Normally most of the powers otherwise exercis- 
able in general meeting are delegated to the 


directors, but the choice of these officials remains . 


with the members, or rather those members 
having voting rights,.and this is a most potent 
weapon particularly where, as often happens now, 
the directors' interest in the company as share- 
holders is minimal. 

It would, of course, be quite wrong to say that 
because annual general meetings are rarely 
attended by the investing public in any signifi- 
cant number, the investing public would ally 
lose nothing by having no voting rights. The very 


awareness that. if anything goes wrong the . 


directors may be removed is salutary in keeping 
them on their toes. 


The Common Law Rule 

Shares with restricted voting rights are süch a 
commonplace now that it is often forgotten that 
the fundamental common law rule is that all the 
members of a company are equal, just as are the 
members of a partnership. This is still the case 
where a vote is taken on a show of hands, although 
even here voting power can be increased by split- 
ting up a.single holding among nominees. The 
Companies Clauses Act, 1845, which still applies 
to some statutory companies, made some inroads 
into the former rule by making a shareholder’s 
voting rights vary with the amount of his holding. 

The Companies Act, 1862, by Section 52, 
provided that ‘in default of any regulations as to 
voting every member shall have one vote’. In 
fact, of course, there usually were regulations 
about voting, and preference shares with no 
voting rights became increasingly common. In 
1897, a company established its right to Alter its 
articles so as to issue, in addition to its ordinary 
shares, 5 per cent preference shares with no 
voting rights (Andrews v. Gas Meter Company 
([1897] 1 Ch.36). — s 


Even today, however, if «ће. RA 
memorandum and articles make no specific рго-. 
vision to the contrary, every member will be. 
entitled to notices of meetings and, if the company 
has share capital, will have one vote for each 
Share or Хто of stock held by him, and in other 
cases will have one vote (Companies Act, 1948; 
Section 134 (a) (e)). Table А permits the issue 
of shares with restrictions as to voting rights 
(Article 2) and subject to that provides for one 
vote on a show of hands-and one vote per share 
on a poll (Article 62). Table A suspends the voting 
tights of a member in arrear with calls (Article 65). 

It is around preference shares that the idea of 
restricted voting rights has grown. In the old 
cases cited above, the shares conferred no voting 
rights at all, but the common form. gives pre-. 
ference shareholders the right toevote when their . 
dividends are in arrear or on a motion to alter 
their rights. 

A company seeking a London Stock Exchange 
quotation for its shares must have a memorandum 
and articles which comply with certain requie- 
ments one of which is that - | 

‘adequate voting rights are in appropriate circum- - 

Stances secured to preference shareholders'. : 
The very making of this rule shows how firmly 
established is the idea that only those holders. 
having some financial preference should be 
expected to accept any diminution in their com- 
mon law voting rights. There seems to be nothing 
in the London Stock Exchange regulations which | 
expressly requires adequate voting rights for 
shareholders who enjoy no preference. ў 


Ordinary Shares and Тах Legislation 
'This association of the idea of restricted voting 
rights with preference shares has clearly in- 
fluenced the drafting of.tax legislation. Where a 
company is controlled by its directors as a whole, 
their allowable remuneration for profits tax 
purposes is restricted, but the restriction does 
not apply to a whole-time director who does not 
contro] more than 5 per cent of the 'ordinary 
share capital (Finance Act, 1937, Fourth 
Schedule, paragraphs 11 and 13 (c), as amended). 
For this purpose 'ordinary share capital' means 
share capital other than that which gives the right 
to a dividend at a fixed rate but no other right to 
share in profits (ibid. paragraph 13 (4)). This is, 
of course, the cautious man's way of saying 
‘other than preference shares’. The underlying 


November 17th, 1956 


assumption (although it does not affect the inter- 
pretation) is that ordinary shares carry voting 
control, preference shares do not. 

More recently the Income Tax Acts have 
coined the phrase 'controlling director'. Where a 
company is director-controlled, any individual 
director who owns or can control more than 5 
per cent of the ‘ordinary share capital’ (defined as 
for profits tax) is a ‘controlling director’ and an 
object of special suspicion in relation to retire- 
ment benefit schemes (Income Tax Act; 1952, 
Section 390 (x); Finance Act, 1956, Section 
22 (8)). If his ‘ordinary’ shares carry no votes at 
all, he may be forgiven for wondering how he 
comes to be a ‘controlling’ director. 


The Cohen Committee 


Part of the definition of ‘subsidiary’ in Section 
154 of the Companies Act, 1948, also associates 
the ownership of equity ‘capital with control. 
If company A. holds more than half in nominal 
value of the ‘eqnity share capital’ of company В., 
then B. is a subsidiary of A. ‘Equity share capital’ 
is defined as issued capital exclusive of capital 
which neither as respects dividend nor as respects 
capital carries any right to participate ‘beyond a 
specified amount’ in distributions (ibid. Section 
154 (5)). This section stems from a recom- 
mendation of the Cohen Committee which 
criticized the former definition (in the 1929 Act) 
for including cases where the so-called sub- 
sidiary was neither under the holding company’s 
de facto control nor subject to control through the 
appointment of a majority of directors. The 
committee said (Cmd. 6659, paragraph 118): 
‘In our view the question of control should аза 

.general rule ђе decisive.' 

However, the committee recognized ihe fact 
that owning half the equity share capital might 
not give control in the legal sense. Their report 
‘proceeds (italics supplied): 

‘and we consider that the only case where absence 
of legal power tó control need not exclude а 
company from the status of a subsidiary company 
should be where the holding company owns more 
than one-half of the equity, since such a concen- 
trated holding may well give practical control of the 
business (sic) although the holding company does 
not necessarily possess a majority, of the voting 
power. 

It is perhaps a fair surmise that in recognizing 
the possibility of the failure of a majority of 
equity share capital to carry control, the com- 
mittee were contemplating the existence not so 
much of ordinary shares without votes as 
preference shares with votes. 
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The committee also made a.number of recom- 
mendations. designed to strengthen the control 
of the shareholders over the directors but confined 
in the main to those shareholders having shares 
with voting rights. Most of the recommendations 
received statutory sanction. One new statutory 
right not necessarily dependent on voting power 
is the right to have statements circulated. The 
right can be exercised either by a hundred 
members holding shares on which the average 
amount paid up is £100 or by members repre- 
senting one-twentieth of the total voting rights. 
In general, however, the reforms introduced by 
the Companies Áct, 1947, with a view to giving 
shareholders greater control are of little use to the 
and this serves to 
emphasize the fact that persons whose capital is 
at full risk, who enjoy no financial preference, and 
who none the less are without voting rights, are 
not contemplated by the Act. 

Nevertheless, shares having neither financial 
preference nor voting rights, where issued in 
special circumstances, already have a respectable 
history. Employees’ shares are the classical 
example. Аз long ago as 1895, Palmer's Company 
Precedents contained a precedent for such shares, 
which had no preference either as to dividend or 
as to capital, but which carried no voting rights. 
See now the sixteenth edition, volume 1 at 
page 815, where an article, after giving power to 
the directors to establish schemes, inter alia, ‘for 
giving the employees . . . a share in the manage- 
ment or control of the company’, somewhat 
surprisingly goes on to prohibit any voting rights 
for employees' shares. However, an alternative 
form is offered under which a specified number 
of such shares might carry one vote between 
them. 

The circumstances in which employees’ shares 
are usually issued are such that the shares do not 
form a true exception to the principle that shares 
carrying no special preference should have voting 
rights. Employees’ shares of the kind contem- 
plated in the precedent were to go as an extra 
bonus; the object of their issue was not to raise 
money but to confer benefits. That being so, 
the pe shareholder could scarcely com- 
plain. 


Non-Voting Shares and the Stock Exchange 
It seems to be quite a different matter when a 
сотрайу comes into the market to raise pure 
equity capital, and to enjoy all the advantages 
conferred by a Stock Exchange quotation, and 
yet is only prepared to issue shares minus voting 
rights. If the Stock Exchange rules require 
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‘preference’ shares to carry reasonable voting 
rights, then it would seem to be logical to exact 
at least equally reasonable voting rights for non- 
preference shares. This, however, is apparently 
not the view of the Stock Exchange authorities. 
Even in the matter of nomenclature of the shares, 
there is little protection for the investing public. 

Early this year the Council of The Chartered 
Institute of Secretaries approached the London 
Stock Exchange authorities with a request that it 
be made a condition precedent to the granting 
of an official quotation that the words ‘non-voting’ 
(or *voting restricted") should appear in the title 
of shares or stock with no voting rights or re- 
stricted voting rights. The reply was that the 
Quotations Committee was not prepared to make 
the matter a condition precedent to the grant of 
such shares or stock, but it had instructed the 
Share and Loan Department to 'recommend' 
that where there were no voting rights the words 
*non-voting' be included in the title. As regards 
restricted voting rights, the Quotations Com- 
mittee expressed the opinion that difficulties 
might arise which would make it impracticable 
to adopt the Chartered Institute's recommenda- 
tions. 

Ав regards existing issues, the Quotations 
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Committee said it would be impossible to insist 
upon the companies’ altering the title of their 
securities; this could only be achieved by legis- 
lation. Finally, the Quotations Committee: had 
decided against the placing of a note against non- 
voting securities in the Official List, in view of 
‘practical difficulties’ and ‘the risk of further 
confusing the public’. 

The sum total of this is that where new shares 
with no voting rights at all are issued, the persons 
issuing them will probably be required to include 
the word ‘non-voting’ in the title of the shares. 
Even as regards this very slight restraint, one 
may observe that the dividing line between 
restricted voting rights and no voting rights at all 
can be very thin. A share which confers a right 
to vote only when no dividend has been paid for 
twenty years would seem to have restricted 
voting rights of a sort. 

In the general context of company and taxation 
law adumbrated above, it seems to be a misuse of 
language to call shares havifg no (or very 
restricted) voting rights ‘ordinary’ shares, whether 
or not the word ‘ordinary’ is preceded by some 
symbol, such as a letter of the alphabet. It is all 
the more remarkable that shares so misleadingly 
named can be freely sold on the stock exchange. 


NORTH AMERICAN COMMENTARY — LXXV 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.SC.(Econ.), A.C.A., C.A.(Canada), 
Professor of Accounting, McGill University, Montreal. 


The Fournal of Accountancy, New York, 
August and September 
Basic Tax Revision 


OMMENTING on what it calls the 

mounting criticism of the United States 

tax structure, the editorial says that 
several State Legislatures have petitioned Con- 
gress for a constitutional amendment limiting the 
top tax rate to 25 per cent, and that bills were 
introduced in the last Congress calling for a 
study of taxes by a non-partisan group like the 
Hoover Commission. Mr T. Coleman Andrews, 
C.P.A, a former Commissioner of . Internal 
Revenue, is said to have suggested a complete re- 
examination of the desirability of a progressive 
income tax. The Institute's committee on 
federal taxation strongly endorses a basic re- 
study of the tax system with consideration of 
such possibilities as figuripg taxes on average 
.income to minimize timing problems. The 


accounting. profession, concludes the editorial, 
cannot afford not to contribute all the appropriate 
resources at its command. 


Accounting for Bond Liabilities 

Mr Hector R. Anton, C.P.A., argues forcefully for 
a more informative presentation of the bond 
liability, where bonds have been issued at a 
discount, than the traditional balance sheet 
liability at par with the discount shown as an 
asset. He would show as the liability the net 
amount of par value less unamortised discount, 
and would divide this into two parts: (1) the 
present worth of the maturity value; and (2) the 
present worth of the series of interest coupon 
payments, on the basis of the yield rate in each 
case. Mr Anton points out that showing the 
liability net, with no asset for discount, is 
consistent with the requirement that the bond- 
holder shall show his asset at no more than 
adjusted сове. | 
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On the subject of discount amortisation, 
which he sees as having displaced in general 
acceptance the former writing off of discount as a 
capital charge, Mr Anton deprecates use of the 
straight-line method. He rightly says that the 
resulting inevitable distortion of the annual 
charge has not the justification of uncertainty 
which mitigates its seriousness in the case of 
depreciation. In support of the suggested division 
of the liability as between the maturity repayment 

'and the interest instalments, he shows how much 
more pertinent may be the latter, in the case of 
a long-term issue, by reminding us that the 
$63,386 proceeds of a fifty-year $100,000 bond, 
sold to yield 5 per cent but with interest at 3 per 
cent payable half-yearly, comprises a liability of 
.$54,921 for interest payments as against only 
.$8,465 for principal. 

Federal Government Accounting 

With the passing of an Act which provides that 
federal agency budgets shall be determined on a 
cost basis and accounts maintained on an accrual 
basis, twenty of the Hoover Commission’s 
twenty-five budget and accounting proposals are 
now said to have been put into effect. 


The Controller, New York, 
September 

A Liberal Education 
:The editorial reminds students who are just . 
leaving high school for college that a liberal 
education may also be a ‘practical’ one for those 
who choose a business career. The Controllers 


Institute's National Committee on Education has - 


prepared a new brochure: Moving Up in Business: 
А Look at Managerial Accounting, for distribution 
to senior students in high schools and those in 
‘colleges and schools of business administration. 
Leading business men are cited by the editorial 
as in strong support of a broad liberal education 
for leadership in business. Investigation is said 
to have shown that in 500 of America's largest 
business concerns about 50 per cent of the 
college-educated chief executives are men ms 
liberal arts backgrounds. : 


Professional Accountants and Electronic 

| ‘Accounting · 

‘Mr Ralph F. Lewis, national directos. of manage- 
ment services for Arthur Young & Co, of New 
York, sees in the not-too-distant future the 
disappearance of source documents as we now 
understand them, records being made. directly 
on magnetic.tape. Ás integrated data processing 
becomes more prevalent, the use of tie-ins 
between related factors will, he says; become 
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increasingly important, and in specific instances 
he foresees the need for production of printed 


information by the computer merely for audit 
purposes. The- problem. will -be to devise 


controls-so that only approved documents are 
entered in the records. He warns that the cost 
will be great but that controls can and must be 


‘established. 


Executive ое Plans: 
Half the companies listed on the New York 
Stock Exchange have executive bonus plans, 
according to Mr Arch Patton, management 


'consultant, and the number using such plans has 


doubled in the past decade. He sees, however, a 
major shift in emphasis in these plans from 
profit-sharing to incentive compensation based on 
earning, with special regard to the performance of 
the individual executive. Ап essential pre- 
requisite to an effective incentive plan is, he 


‘considers, a keen competitive aptitude on the part 


of the chief executive, whose leadership establishes 
the environment in which the plan operates. 
The need of a sound basis for appraising 
individual performance has, says Mr Patton, 
become acute. As to the compensation he thinks 
that, while the salary should represent the long- 
term value of the job to the company, the bonus 


'should measure the relative short-term contribu- 


tion of the individual. 


The Canadian Chartered’ Accountant, Toronto, 
August — 

The Chartered Accountant апа: the Unaudited 

' Statement 

After referring to thé appropriate bulletins, Mr 
Arthur Beedle; C.4., says it is clear that. the 
American and English Institutes disapprove of 
the issue of statements on a chartered accountant's 


Stationery without any comment or report. He 
therefore deprecates the fact that the Canadian 


Institute has made no statement on the matter 


-with consideration of the alternatives of (а) the 


use of plain paper; (b) the use of a chartered 
accountant’s stationery with no note or comment; 
and (c) the use of such stationery with a warning 


.note.or comment. ` 


He warns that there is such diversity of; practice 


in Canada, in this respect, that the layman – 
‚апі even the qualified accountant – has great 
-difficulty in determining what work the chartered 
-accountaht has actually done. He thinks that the 
-small practitioner, especially, needs a statement of 
principles from his own Institute, in regard to 


this matter, to help ћир withstand pressate: from a 


-client. |. AR 
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THERE IS NO NEW THING 


AN EARLY TREATISE ON ACCOUNTING FOR MANAGEMENT 


by CHAS. W. ASTON, A.C.A. 
General Manager, Peninsular & Oriental Steam Navigation Co 


ROWSING through the booklet issued by 

The Institute of Chartered Accountants in 

England and Wales in 1954 on Management 
Accounting, I was struck by the similarity between 
some of the principles there enunciated and those 
laid down in what I believe to be the earliest 
known treatise on the subject. 

The opening paragraph of the introductory 
remarks to the Institute's booklet says that the 
subject of management accounting has formed 
part of accounting practice for many years. How 
very true – for the manuscript to which I refer is 
dated July 1875, almost five years before the 
incorporation of the Institute. 


. . The Need for Information 
idly: flicking the pages of the 1954 booklet, for 
‘at. the.time I was in no mood to give serious 
study to. the subject, I read that 
. ‘an important feature of the accountant’s contribu- 
tion to the needs of management is to select in- 
formation which will focus attention and produce 
action where it is needed’. 

Then I turned to my manuscript of 1875 and 
I read that | 

'it is evident that in a business of this kind much 
detailed information is necessary regarding the 
working of the company, and this information 
should be obtainable in such a practical form as 
to enable the directors to see readily and clearly 
the causes at work in favour of or against the 
success of the company's operations’. 

Who was the author who, eighty years ago, had 
such advanced ideas on the function of accounts 
for management? He was Sir Thomas Sutherland, 
then managing diréctor of the P. & O. Steam 
Navigation Company. The years shortly after the 
opening of the Suez Canal saw considerable re- 
adjustment of the company's operations which up 


to then had centred round the Overland Route. ` 


It is clear from the manuscript to which I have 
referred that he had devoted a good deal of 
attention to an investigation of the company's 
expenditure and had found the utmost difficulty 
in obtaining the information that he'required. 
The result was a memorandum (magnificently 
‘penned, for this was in pre-typewriter days) 
addressed to the Accounzants' Department set- 
tihg out, in terms which even today can be little 


improved upon, the information he required fo: 
successful management of the fleet operations. 

I thought it would be interesting to compare 
what was said in 1954 with the corresponding 
ideas of 1875, and I found the following. 


Punctuality 
1954 Е 

‘Without up-to-date accounting informatior 
furnished promptly and at regular and frequent 
intervals, the management is without reliable in- 
formation as to whether actual performance 
has exceeded or fallen short of the planned activity 
and as to the reasons for deviations.’ 


1875 

‘It is not right that our knowledge upon a point 
of this kind should be so vague as it is, or that when 
one begins to think about the matter it should 
require three weeks to compose a statement which 
only comes to our hands after the immediate 
interest in the question with which it treats ie 
expired.’ 

Appropriate Analysis 


. ‘Reliable accounting information cannot ђе 
compiled unless it is based on an appropriate 
classification of expenses.’ 


1875 
"Ihe divisions under which the expenditure of a 
vessel. are to be included are evidently of the 
utmost importance, but no rule can be laid down 
in this respect further than that the more detailed 
these divisions are within reasonable limits the 
more clearly shall we understand why some ships 
lose and others make money, why some cost more 
and others less to work, etc.' 
Ilike particularly the warning that the analysis 
of expenses must be within reasonable limits. 


Revision of Plans 
1954 
*On matters which are not within the control of 
the business the accounting information supplied 
to the management should enable it to review the 
situation ih relation to external factors and this will 
* often result in revision of plans and the preparation 
of a revised budget.' 
1875 | 
‘A third necessity is clearly that of following 
closely up the analyses of our traffic between port 
and port so as to enable us to determine accurately 
what ports yield larger or smaller amounts ој 
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An extract from Sir Thomas Sutherland’s memorandum 


revenue ~ whether in freight or passage money – 
and thus how far it is necessary to provide further 
for the requirements of some ports or to abandon 
trade with others.’ 

In other words, again, revising plans. 


For Businesses Small and Large 
1954 
"Тћеге is no difference in principle between the 
kind of accounting information needed for a one- 
man business and that needed for a large organ- 
ization.’ 
1875 
‘An ordinary shipowner looks at the working of 
his vessel per voyage, but obviously in the case of 
this company any mere estimate ofthis kind would 
be fallacious. We must be content with periodical 
estimates, but I contend that we ought to have the 
means of making those estimates promptly and 
accurately which with our present means we 
certainly cannot.’ 
Other precepts embodied in the memorandum 
of 1875, which are as sound today*as when they 


were written, are that information which is pro- 
vided must be of some practical use; that analyses 
of expenses should not be prepared merely for 
the purpose of satisfying a certain amount of 
curiosity and that the work in the accountants’ 
or statistical department should not be multi- 
plied beyond what is necessary. 

Sir Thomas Sutherland said in the course of 
his memorandum, a portion of which is repro- 
duced with this article, that he did not profess to 
have mastered the details of the subject, but I 
think we would agree that surprising insight into 
what can reasonably be expected of an account- 
ants’ department is displayed in his remarks 
which concluded, with true Victorian courtesy, in 
these words: 

‘I,commend these observations to the practical 
knowledge and ingenuity of the Accountants’ 
Department the members of which will no doubt 
succeed in devising some effectual means of 

. accomplishing the qbject which I have immediately 
in view.’ 
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WEEKLY NOTES 


New Member of the Council of the Institute 


As announced on page 519.of this issue, Mr Paul D. 
Irons, B.COM., A.C.A., a director of Saunders-Roe Ltd, 
has been elected a 
member-' of the 
Council of The In- 
| stitute of Chartered 

|? Accountants in 
: England and Wales. 
. Mr Irons, who 
becomes one of the 


і 





at. 


members of the 
Council, was born 
in Surrey in 1913 
and was educated 
at Gresham's 
School, Holt. 

He was articled 
in 1930 to the late Mr Clive Bramwell Smith, of 
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Longcroft, Smith & Co, of London, and after' 


passing his Intermediate and Final examinations with 
honours he was admitted an Associate of the Insti- 


tute in 1935. In the same year, he joined the London ' 


firm of Barton, Mayhew & Co. 

In 1936, after completing evening studies as an 
internal student at London University, he obtained 
a Bachelor of Commerce degree with second-class 
honours. 


Two years later, Mr Irons joined Saunders-Roe~ 


Ltd as financial controller, subsequently being 
appointed commercial manager. He was appointed 
secretary of the company in 1944, and in 1957, 
already being a director and secretary of the sub- 
sidiary companies of the group, he was appointed to 
the board with responsibility for commercial and 
financial affairs. 


He has been a member of the Institute's Taxation , 


and Research Committee since October 1955 and is 


the Vice-President of the South Eastern Society of. 


Chartéred Accountants, 


Management Accounting Scholarship 

In our issue of July 7th last, we spoke of the generosity 
of the proposal of the trustees of the Leverhulme 
Trust to award a research scholarship in manage- 
ment accounting; we also expressed the general 
disappointment felt in 1955 that no suitable candidate 
had appeared before the selection panel. It is therefore 
a great pleasure to announce that this year two 
young accountants have been chosen to share the 
scholarship; they are Mr Christopher Bostock, M.A., 
A.C.A., of London, and Mr Leonard Hardy, месса 
F.C.W.A., of Welwyn Garden City. 

Mr Bostock will have as his subject of research ‘the 
scope and method of application of management 
accounting ‘to the small business and the benefits 


therefrom to be derived by the managers’, while Mr- 


five non-practising 


Hardy’s subject will be ‘(1) Financial forecasting 
and planning with reference to the development and 
marketing of new consumer products, (2) the financial 
planning and control of sales, distribution, advertising 
and marketing -costs’. 

The value of the scholarship is £2,000 to each of 
the successful candidates and its purpose is to explore 
what greater contribution accounting can make in 
the improvement of commercial and industrial 
management. At the end of the year each scholar 
will present a thesis on his subject. 


Schedule E Tax on Gifts of Shares 


One of the perennial problems of Schedule E income 
tax is that of deciding when a ‘gift’ to an employee, 
by his employer or some person connected with the 
employer is an: emolument of the employment. A 
particularly striking example of the wide scope of 
Schedule E charge has been provided by the decision 
in Bridges v. Bearsley; Bridges v. Hewitt (Financial 
Times, November 9, 1956). • 

The respondents had for many years assisted the 
late Frank Hornby in building up the business now 
carried on by Meccano Ltd, and Mr Hornby had 
made small gifts of shares to them during his life. 
By his will, Mr Hornby left all his remaining shares to 
his wife for life with remainder to his two sons. 
Disappointed by this the respondents approached the 
sons, one of whom agreed that they should have 
20,000 shares between them, and the necessary 
transfers were made pursuant to deeds of covenant 
drawn up previously. 

The respondents, who held office in the company, 
were assessed under Schedule E on the value of the 
shares transferred, and appealed. Danckwerts, J.,. 
said that but for the deeds the transfers would have 
been pure gifts, but the obligations imposed on the 
respondents by the deeds had the effect of linking up 
the gifts with the continuance of the donees as 
officers of the company. Accordingly, he held that the 
value of the shares constituted emoluments and 


' dismissed the appeals. 


Schedule А Tax on Long Lease Flats 

An extremely important decision has been made by 
Danckwerts, J., in relation to the assessment of 
Schedule А on flats let under long leases at low rents 
(Gatehouse v. Vise) (The Times, November gth, 1956). 

Under a lease made in 1951 the lessee paid a lump 
sum of £2,750 and the annual sum of {1 for a term of 
about twenty-two years. The subject-matter of the 


‘lease was one of five flats on the first floor of a 


building, to which flats the only means of access was 
by a common staircase and along a balcony on to 
which the front doors of the flats opened. The flat: 
in question was assessed to Schedule А for 1951-52 in 
the sum of £201. The occupier, who, for the purpose 
of the proceedings was deemed to be the lessee named 
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in the lease, appealed on the ground that the assess- 
ment should have been made on the landlord under 
Rule 8 (c) of No. VII of Schedule A, Income Tax 
Act, 1918 (now Section 109 (1) (c) of the Income 
' Tax Act, 1952), which applies where 'а house ог 
building is let in different apartments ...’. The 
Inspector of taxes contended that the assessment was 
right, made under Rule 12 (now Section 113 of the 
Income Tax Act, 1952), in that the house was 
divided into distinct properties occupied by distinct 
owners or their tenants, Both sides accepted that the 
block of flats constituted a single house. 
Danckwerts, J., accepted the appellant's contention 
and allowed the appeal, holding that the point was 
covered by the inhabited house duty case of Attorney- 
General v. Mutual Tontine Westminster Chambers 
Association ((1876), 1 Ex. D. 469). The assessment 
had been made under the wrong rule and should be 
discharged. We may perhaps observe that in the case 
-cited by the learned judge, there was no indication 
that any of the tenants had paid a premium. 


Malayan Taxes Up 
Singapore and thè Federation of Malaya are each to 
pay increased taxes in 1957, producing an additional 
20 million Malayan dollars (£2,300,000) in Singapore 


and an additional 37 million dollars (£4 million) in: 


the Federation. In both territories income tax is to be 
increased. The personal allowance goes down from 
3,000 dollars to 2,000 dollars for single persons, and 
from 5,000 dollars to 4,500 dollars for married 
persons, while the initial rate of tax will be slightly 
increased. It was announced that in Singapore only 
19,000 out of a population of nearly 1} million pay 
income tax. : 

The company income tax is not to go up. The 
existing 30 per cent in both territories (compared 
with 424 per cent in the United Kingdom) is to 
remain, as an inducement to British companies 
operating there to set up local directorates. Other tax 
increases in Singapore cover tobacco, petrol, 
liquor, sweepstakes, luxury goods, and stamp fees on 
cheques. 

Control of Hiring Agreements 
The Board of Trade has made another attack on rental 
agreements which seek to circumvent the hire- 
purchase control orders. Agreements made after 
November 7th, 1956, under which the hirer becomes 
entitled to a sum of money ascertained wholly or 
partly by reference to the value of the goods or 
similar goods are now prohibited. This is the effect, 
broadly speaking, of the Control of Hiring (Rebates) 
Order, 1956, S.I. Мо. 1716. The new drder applies to 
all goods to which the Hire-Purchase and Credit 
Sale Agreements (Control) Order, 1956, applies, 
although, of course, the particular target is the car 
market, 
-European Pool Again » 

'The Association of British Chambers of Commerce 
have now put out the views of their members on the 
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suggestion for a European common pool Тће 
Association is an affiliation of ninety-seven Chambers 
of Commerce with a total membership of 60,000. 
Replies have been received from over 42,000 mem- 
bers. Of these, 37,000 are in favour of the principle 
of entering into discussions with the six common 
market countries on participation in a partial free 
trade area. This means that 88 per cent of those who 
replied were in favour. 

Qualified support has been given in some cases. 
'The most frequent safeguards requested are protec- 
tion for the balance of payments in emergencies, 
retention of the structure and advantages of imperial 
preference, reasonable protection against dumping, 
regard to varying conditions of employment in the 
different countries, full attention to be paid to the 
relatively long period over which it is proposed to 
reduce duties and special attention for strategic 
industries. 


Dumping Legislation 

The Government's intention to introduce legislation 
which will allow ánti-dumping duties will be wel- 
comed by many sections of British industry, especially 
on the side of consumer goods. The textile industries 
and boots and shoes have for long suspected that they 
were under a disadvantage in the home market 
because foreign countries sell goods in the British 
market which are, in effect, forms of dumping. The 
same problem faces British industry in foreign 
markets and there have been cases (Germany is 
not the only one) where it is possible to sell goods in 
the home market of a foreign competitor while being 
easily beaten on price in a common export market. 
Dumping, either at home or abroad, is more easy 
to give credence to than to prove. What is dumping 
in one case may be called a double pricing policy 
in another. 

When it comes to regulating multiple price policies, 
it is much easier to deal with the domestic market 
than the foreign market. Legislation can lay down 
fairly broad categories of practice which may be 
considered dumping within the meaning of an Act. 
In foreign markets, international agreements, whether 
they are within G.A.T.T. or not, are not easy to draft, 
and are even more difficult to have completely put 
into effect by signatories. 


Record Industrial Assurance 


In 1955 industrial assurance business reached the 
record level of £303 million. This was £16 million 
more than in 1954 according to Sir Cecil Crabbe, the 
Industrial Ássurance Commissioner, in his annual 
report (H.M. Stationery Office, price 35). Once again, 
however, the number of new policies declined and 
the dowgward movement has now been in operation 
for four years. The number of policies effected in 
1955 was 5778 million compared with 5:88 million in 
1954. At the end of last year there were 120°8 million 
policies in force, which was over 300, ooo fewer than 


in 1954. : 
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FINANCE AND COMMERCE 


Under the pressure of political events the stock- 
markets have slowly given ground. The volüme of 
selling has not been large but the market is virtually 
devoid of support. "The economic consequences of 
the Middle East situation are becoming an increas- 
ingly heavy factor. | 


Tax In The 'Kitty' 
The accounts of LyleShipping Company Ltd which we 
reprint this week show, in the words of the chairman, 
Col. P. C. ‘Macfarlane, ‘the enormous amount paid 
out by way of taxation’. To remind him that the 
same may be said of most other companies’ 


accounts is probably no consolation. Col Mac-- 


farlane says it would be so helpful and sensible 
if the Chancellor were to put even a proportion 
of this money into a ‘kitty’ for new ships, to be 
released to shipowners, or for that matter, to be paid 
direct to shipbuilders as an initial instalment when- 
ever the keel of a new vessel were laid down. Alas, 
we must remind him, it can ђе no. more than а 
beautiful dream with a$ much chance of realization as 
the, application of motor taxation to the building of 
roads. 

'On the other hand, the problem of maintaining 
the niercantile navy,.the country’s life-line, must ђе 
faced. Only by some such means, says Col. Macfar- 
lane, will British shipowners be able to keep abreast 
of their competitors on the high seas and avoid being 
completely out-dated by ships sailing under the 
Liberian, Panamanian, Costa Rican and other flags 
of convenience, whose owners do not have to bear 
the crippling burden of British taxation. 

Some British shipowners have this year already 
taken steps to form new companies registered in 
Bermuda and, says Col. Macfarlane, it is quite 
obvious that more and more companies will follow 
the Bermuda trend, not through any lack of patriot- 
ism, but rather the reverse —in fact, to keep the 
British Mercantile Marine alive. 


Robinson & Cleaver - 


Events have moved dramatically in the affairs of 
Robinson & Cleaver Ltd since we reprinted the 


company’s provisional accounts in our issue of 


September 15th. The issue of those provisional 
accounts, subject to audit, it will be recalled, was 
prompted by the board in an effort to convince 
shareholders that a bid from City Centre Properties 
Ltd of £5 per £x share, cum the final dividend, was 
inadequate. Shareholders were further assisted to 
make their decision (in'the desired direction) by an 
intimation: that the dividend to be recommended 
whén the full accounts were issued would be 35 per 
cent instead of the previous 20 per cent, making 40 
against 25 per cent fot the year. 

- Nevertheless, City Centre, Properties obtained a 
controlling interest in the рошрапу and when the 


full accounts were issued, Mr F. A. Lindgren, 
F.C.A, the chairman, announced that his company 
would vote against the dividend increase. 

Тће position promised to provide an outstanding 
example of the folly (as it was once called) of giving 
effect to recommended dividends in the accounts. 
And we looked back twenty odd years to see such 
headings as "Theory versus practice’, and the 
contentions of readers that dividends were not a debt 
due by the company until sanctioned by shareholders 
and consequently did not form a financial transaction 
that could be recorded until after the meeting. 


Situation Saved 


But the situation was saved. Between the issue of the 
accounts and the holding of the meeting, Mappin & 
Webb Ltd, the gold and silversmiths, bought the 
majority holding from City Centre Properties and 
the new controllers of Robinson & Cleaver announced 
that while they did not look favourably on the 
increased dividend, they would withhold their votes 
on this resolution, leaving the minority shareholders 
to decide the issue. They thought it would not be 
fair to the minority, who for six weeks had been led 
to expect a higher distribution, to have it voted down 
at the last moment. 

On the other hand, they did express an а opinion 
that it might not be possible to maintain the higher 
rate. And во we now have a Robinson & Cleaver 
Minority Shareholders’ Committee, resulting from 
the uncertainty as to future dividend policy. 


Money Market 


Application for gr-day Treasury bills totalled. 
£33,165,000 on November gth, and bidding at 
£98 15s the market obtained 27 per cent of the £200 
million offered. The average rate was {4 19s 10°86d. 
per cent. For the £80 million of 63-day bills, appli- 
cations totalled £85,960,000, and at a bid of £99 25 да 
the market obtained 92 per cent, the average rate 
being £4 195 10:95d per cent. This week's offer is 
£190 million of 8 bills and {go million of ia 
maturities. 





LYLB SHIPPING COMPANY LIMITED 
AND SUBSIDIARIES 





NOTES ON THE ACCOUNTS AT 29th FEBRUARY, 1956 


I. Commitments at 29th February, 1956, for the ан РА of new 
tonnage less Instalm8nces pald amounted to approximately £620 
2. J he aggregate amount of Directors’ Emoluments from thi ome 
and its Subsidiaries for the year to 29th February, 1956, s p follows: 
Fees for Services as Directo 
Other Services including . tie insurance 12578 н uL 
£278. - · 





3. The trading results for the year to 28th February, 1955, include prete 
from two half-owned. vessels for a period of fifteen months. 


4, Current Assets and Liabilities In forelgn currency have been MN 
at che remittance rates of exchange rullng ас date of receipt. or payment. 











~ 
t 
~ 
YLL'EBB'TI  516'069'7 
5999: 
186'Or% 
000'001 
910'sta 
9y9'96£ 
059171 
10418 00»'101 
9S8'£56 ОРО 
901'r соот 
а сос! 
5561 IN 


t£6'8/23 


916'481 


210'16 


000'19 


THE ACCOUNTANT 





November 17th, 1956 


——————————————Dn à ill ll (ÜQ ÍQalÜá(€ (€t а АЛ ______ 























SEI‘Z91 puer uo pus yueg ur ут 
000 00£ y ee MOY Фајетеу хеј 
= , A Е numas poaonbug (9) 

и 5617 ‘S56 ‘Arensqoy 4367, 
:8Р0'0Е 117 "9561 *Areniqes Ч267 IB SHCA зуе 

LENTIL’ snnaaş porong (р) 

ШІ sauourjsoAu| 
At£8'8ts 59145 poSeurpy ya s3unco»y 3u9JJn7) put enp здес 

:519355у јманчпо 

00000 OOV pti 931000] мем јој pred зиошјезвиј 
604'St»'t 6566516 
vot "ос 9 10 messy Азрипб 
505" ut за ак у зн 


: 161955у азхіз 


‘| S19 ET 


тє6'9/7 
УУУ 





516 04927 


67001: 





v86'6ts 


tet'osp't 
ехо 





ғ06*612 


"јодлаца чоптрезбес 843 put пету рех Jo азәр upega 





SpuopiAtG розодоја 
onp wwowkedoy па 'UO[2EX*] JUNI 
` 19145. peTeuej4 up 
ebony 3usJ4n-) PUB SeZIEYD ponJoow 's101]peJ7) Speg 
ISSILMIGVIM iNauuno 


“>  £S/9S61 "Хе, әшооц 
А È „чела 9»uransu| 
3 А A заспе 
1SNOISIAONd аму звшгивул азмишза 
взорјоцејец5 Јој siqe|[eAt зипошу 





Ри * mug 
6 иаома aainsnusiaNn ,QNV SBAW3SHH ANNIATY 
' SHAWaSHH ЛУУ 





000'c00*t 
000/005 : uro -[0] JO serus impo • 
000'005 * reys пе a олзетшпо 96 


азил ANVdHOD DNIddIHS HA" 40 "IVLldvo 





pus 'ujorou3 ze3uwu- PUB suo|sjAOJg PUR золлезњу оз BUNEI џорттшлоји| üje3492 Зијзорцр шолу зашахе әле soprelpirqns 33] puw Ава шод 943 ‘APE, чорго (овесна гојит wos) Burddiys) s9|utduio2 eui 4g 


9961 'Au vin uad 4362 ДУ SV I133HS зомулуа GALVGrMOSNOD 


16162 —— 39945 e»uw|eg poyspijosuo? заа рлемлој pone озивјед 





— 516481 


9AOQ se Хива шо5 зиәзед оз резлејзита | 
516' 441 Ы 


5561 t0J) premog 3g noug грива 
uk е * geek snojacs 
o Зара sue 40130 pus џорихеј лор 3usunsn|py 
— ** uo 3yžnoug eous[tg 
sam vidisdns dO SLNNODSV IHL NI HLM Јлуза D 




















ST6'TAL 39945 воиејец 
Auredwiop 3ujdd|us өру 199 ргемлој pajuw wousjeg 
19191 à 
005'25 
ost ob ` °" 000'0057 
5 чо хи зв ` puspa put, petodoig 
05221 * 9561 
‘ounr Рта 000'0057 Uo 749 3% нози 38314 
—seseys АлицрЈ 
18981 ni təseyg 92u9J8jSJ4 оарепшпо % {9 
— Xv | 9€woou[ 593] 956 | *Auen1qo4 
436% оз Jk ep јој spueplAQ—133npeq 
Ui1'69c 
&t8'06t | 
сг8'911 9^4939j 3uows»s|doy oZwuuo| 
осот ореви ленае оз Josue] 
132np9Q 
576'659 
516'481 Ачтдашод queued оз ралзејивла 
MON, vepreipitqns uy premioj ayznosg зоџи тд 
11016 7, 5561 шолу premioj 3u3noag eout[eg 
1459 s stok пореза jo чорикеј јој nusunmjpw 
у85' 186 D 77 Umoq зцбпоја e»us|rg 
3 y У 
9561 


GO4LlHTr1ANVdHOD ONIddIHS 3147 dO 51 ПОЗОМ JHL NI НА Livad '8 


АЕА 




















#89007 ———— 
узе цис T Е мири jo ее ui (5) 
А іші 
kuduo Bulddiys 9147 Jo PP 942 uj (8) 
змођој SE YIM 3| C] 
y8Ss'18£ JtoÁ 292 40) зџоза dnouy зәм 
OFS 66T . 
005'15 29 чорерәл оз рәлләјячеју Ф: 
заивмо у 3usunseAu| u pijos хаз poaswpsg ^ 
0S6‘ LET хер ешозиј 
000'05 ** — EL кујоча 
m E sos "— uo o рама uopryexe, postuins3 
зэпреа 
vto' £84 
оу Е 
6109 $ Е эшо?ці 1990 
ТУТА quewsseAuy perond wouj ошозиј 
TIPP 
[474 
ТЕ vopepesdog 39014 40) чеџцлол4 
пред 
ggy'sso'| . .. m shoaing 
зәәш оу СРН" шор ољт2руул ешп уп 
pus sosuedxe jp Jupseu pt *3uguiodvugu| i 
4,45 шолу s3ujusto Zu]pnpou| 'sjssteA шолу s3ujuJvg 
7 7 i 
9561 


ачома азлуапозмозао INSHAIIVIS У 


9561 "АНУ Паза EZ GAANA зузА зні ноз LNNODOV 5507 аму шаона аззуапозмоз 





518 


THE ACCOUNTANT 


November 17th, 1956 


-.: — CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Farmers’ Union of Wales 


Sir, - A number of members of the Institute have 
drawn my attention to various newspaper reports in 
which reference is made to an accountancy depart- 
ment which the Farmers' Union of Wales proposes 
to set up to assist farmers in preparing their income 
tax returns at a fee lower than that charged by pro- 
fessional accountants. 

The Secretary of the Farmers’ Union of Wales 
has been informed that a member of this Institute 


would not be permitted to undertake professional ` 


work for the Union to enable them to offer services 
of this kind. . 

I understand that The Society of Incorporated 
Accountants and The Association of Certified and 
Corporate Accountants hold similar views, and have 
communicated in similar terms with the Secretary 
of the Farmers’ Union of Wales. 

Yours faithfully, 
ALAN S. MACIVER, Secretary; 
Tue INSTITUTE OF CHARTERED ACCOUNTANTS 
IN ENGLAND AND WALES. 
Moorgate Place, London, EC2. 


Unclaimed Wages and Holiday Pay 


Sir, – Your correspondent, “Industrial Accountant’ 
(October 27th issue), in his suggestion that unclaimed 
wages should be credited to profit and loss account, is 
surely allowing a neat and tidy mind to -overcome 
both conscience and business acumen. 

Notwithstanding the Limitations Act (which merely 
provides a legal defence, and does not extinguish the 
debt until the defence is pleaded) nor the unsuccessful 
attempts to trace the creditors, the amounts out- 
standing remain moral debts until paid. 

Further, your correspondent has the present use 
of these funds, 205 in every £. There is little to be 
gained in transferring 8s 6d in every £ to our friends 
in the Inland Revenue. . Yours faithfully, 

5 E. A. M. 


How ‘Fixed’ are ‘Fixed Assets’? 
Sm, ~ The letter published in your columns of 
November roth, from Mr Ralph A. Hadrill, fills 
me with a great joy to know that there are still 
verbal purists of his calibre in our midst. 

My excitement can scarce be controlled when I 
think of what scorn Mr Hadrill would cast upon such 
terms as “The Milky Way’; ‘the wire-haired terrier’, 
"white coffee’ and ‘dry Martini’; how swiftly would he 
decry the allegations of lacta, metal, virginity and 
solidity, respectively inferred therefrom. 

T hope, for the sake of ‘purism militant’, that Mr 
Hadrill never meets an accouńtant hard-hearted 
enough to tell him that the fixation. of.an asset 
merely infers its.intended fixation i in the hands of its 


owners for a lengthy period, and not its attachment 
to the nearest slice of terra firma. 
Yours faithfully, А 
West Wickham, Кет. М. L. Е. WRIGLEY. 


Sm, – Mr Hadrill’s complaint (November roth issue) 
appears to be well-founded, especially if one takes 
the perfectly normal step of reading the heading 
‘Fixed assets’ as meaning ‘immobile assets’. So 
long as the misdescription (fixed assets) is used so 
long will Mr Hadrill's complaint persist. 

In point of fact the complaint appears to be a 
pointer to the need to replace the archaic and mis- 
leading headings 'fixed assets' and 'current assets' 
now in common. use by the correct and informative 
headings ‘fixed capital’ and ‘circulating capital’, 
respectively. 

Under the present method if a trading concern 
invests in Government securities ang sells out at.a 
profit, this is, by common consent, regarded as a 
capital profit—a capital profit arising ош of a 
transaction in current assets? If the heading ‘circulat- 
ing capital’ were in use, investments, tax reserve 
certificates, etc., would appear under the heading 
‘fixed capital’, for they would represent what in fact 
they are, namely, sums withdrawn from trading or 
circulating capital. Yours faithfully, 

London, EC2. E. HARMAN. 


Our Weekly Problem No. 141: 
‘Apples and Pears’ 

Sir, – It seems to me that, as Mr Sidate (October 
27th issue) did not state that each kind of apple 
produced a different fraction of the whole, there may 
be readers who, like me, were satisfied with the 
following solution which appears to meet all the 
requirements of the problem: 


Cox’s то n s - «« 42 
Type2 1/sth vs x ds .. 84 
'Ülype3 1/6 a - Ae .. 30. 
Type 4 1/6th Ts s M. ue 249 
Laxton's 1/4th 55 ; IOS 
Pears e x T .. 49 
420 
Yours faithfully, 
London, W3. E. G. HOPPER. 


[Our Problem Setter writes: Mr L. U. Sidate had a 
remarkable огсћара but he should have mentioned that 
it was not so remarkable as to have exactly the same 
number of apples on different trees.] 


Corrigendum 
We are advised. that the reference to the ‘Indian 
Companies Act’ in the letter signed ‘Arcadia’, 
published in our issue of November 3rd, should have 
been to the Indian Income Tax Act, 1922. 


November 17th, 1956 
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THE INSTITUTE OF CHARTERED | 
ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held on 
Wednesday, November 7th, 1956, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr A. S. H. Dicker, M.B.E., President, in the chair; 
Mr W. H. Lawson, c.3.z., Vice-President; Messrs H. 
Garton Ash, 0.B.E., M.C., W. L. Barrows, Sir Harold Barton, 
Messrs T. A. Hamilton Baynes, J. H. Bell, H. A. Benson, 
C.B.E., Sir Bernhard Binder, Messrs J. Blakey, C. W. Boyce, 
C.B.E,, У. G. Campbell, P. F. Carpenter, W. S. Carrington, 
D. A. Clarke, J. Clayton, E. C. Corton, C. Croxton-Smith, 
W. G. Densem, W. W. Fea, G. R. Freeman, Sir Harold 
Gillett, m.c., Mr P. F. Granger, Sir Harold Howitt, с.В.Е., 
D.S.0., M.C., Messrs P. D. Irons, R. P. Leech, M.B.E., T.D., 
J. H. Mann, м.в.к., R. McNeil, S. J. Pears, P. V. Roberts, 
Sir Thomas Robson, M.B.E., Messrs Gilbert D. Shepherd, 
M.B.E., B. Smallpeice, C. M. Strachan, о.в.к., E. D. Taylor, 
G. L. C. Touche, А. D. Walker, M. Wheatley Jones, 
Е. F. G. Whinney, R. P. Winter, M.C., T.D., with the 
Secretary and Assistant Secretaries. 


Election to the Council 


The Secretary reported Mr Раш Dugan Irons, B.COM., 
A.C.A. had accepted the invitation of the Council to 
become a non-practising member of the Council and 
that accordingly his election to the Council had been 
completed on October 12th, 1956. 


Exemption from the Preliminary Examination 


Three applications under bye-law 79 for exemption 
from the Preliminary examination were acceded to. 


Reduction in Period of Service under Articles 


Three applications under bye-law 61 for a reduction in 
the period of service under articles were acceded to. 


Exemption from the Intermediate Examination 


‘Twenty-six applications under bye-law 85 (a) for 
exemption from the Intermediate examination were 
acceded to. Two applications under bye-law 85 (5) 
for exemption from the Intermediate examination 
were acceded to. 


Final Examination 


‘Two applications under bye-law 86 from articled clerks 


for permission to sit an earlier Final examination were 
acceded to. 


Articled Clerks engaging in Other Business 


The Council acceded to three applications under.bye- 
law 57 from articled clerks to engage during their 
service under articles in other business for the sole 
purpose and to the limited extent specified і? the 
applications. 


Articied Clerks in Industrial Organizations 


Three applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in an 
industrial or commercial organization during service 
under articles were acceded to. 


Seventh International Congress of Accountants, 
Amsterdam. September 9th to 13th, 1957 


'The Council authorized the distribution to all members 
of the Institute of а notice regarding preliminary 
registration for the Seventh International Congress of 
Accountants. 

Pension Schemes 


The Council authorized the publication of the following 
statement and its issue to all members of the Institute: 


(a) Pension scheme for the employees 
of members in public practice. 

The draft rules of a scheme to be approved under Section 
379 of the Income Tax Act, 1952, have been prepared and 
are with the Inland Revenue for approval. Once this has 
been received full details will be sent as soon as possible to 
all practising members. The scheme is contributory and 
provides for basic contributions of 5 per cent of salary 
by employer and employee. Benefits will include a retirement 
pension and a lump-sum death benefit on death before 
retirement. Subject to certain limitations an employee may 
remain an active member of the scheme with undiminished 
benefits on transfer to a new participating employer. 


(5) Pension scheme for self-employed members 
and those for whom pensions are not otherwise 
provided by their employers. 

A scheme is in course of preparation which, within the 
limitations imposed by Part III of the Finance Act, 1956, 
is as flexible as possible. The draft rules referred to in (a), 
subject to certain essential modifications, will form the 
basis of the self-employed scheme. No decision has yet 
been taken on the benefits to be offered as certain insurance 
companies have recently decided to make special quotations, 
details of which are still being received, for group schemes. 
‘These have to be examined. Our consulting actuaries advise 
that the group quotations will be better than those obtain- 
able by an individual, even allowing for the receipt by him 
of commission upon any policy which he may effect. 

No forecasts can at present be made of the date by which. 
the proposals can be published. 

From the point of view of the admissibility of contribu- 
tions for tax purposes, delay need not give rise to concern as. 
contributions in respect of the year of assessment 1956—57 
may be made at any time up to April 5th, 1958. 

However, members whose birthdays fall within the next 
two or three months must face the prospect of an increase 
in the contribution required to secure a given sum once the 
birthday has been reached. This increase may be not in- 
considerable and will apply in any scheme. Members who 
find themselves in this situation may wish to consider the 
desirability, for the current year, of purchasing a deferred 
annuity by means of a single premium payment before 
their next birthday. They will then be able to consider 
further arrangements after seeing the Institute's proposals, 
details of which will be sent to all members as soon as 
possible. 

Certificates of Practice 


The following twenty-seven applications for certificates 
of practice from associates who have commenced to 
practise; were acceded to: 


Ballard, Denis George William; 1949, А.С.А.; (*Hogg, 
Bullimore & Co), 91 Park Street, Park Lane, London, 


+ placed against a firm магле signifies that the firm is not 
exclusively composed of members of the Institute. 
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Wi, and 20 Copthall Avenue, London, EC2; also at 
Norwich, Gibraltar and Tangier. 
Bennett, Robert Charles; 1955, A.C.A.; (Robert C. Bennett 
. & Co), 5 Marsh Street, Bristol, 1. 
Bethell, Jonas Sanderson; 1954, A.C.A.; 12 Northumber- 


land Road, Sheffield, 1o. 
Collier, Roy Sefton; 1g A.C.A.; (Powell & Powell), 
ulldings, Albert Square, Man- 


Northern Assurance 
chester, 2. 

Davies, Norman; 1950, A.C.A.; (Merrett, Son & Street), 
Throgmorton House, 15 Copthall Avenue, London, ЕСа. 

Escow, Maurice; 1955, A.C.A.; (Rhodes & Rhodes), 295 
Regent Street, London, Wi. 

Evans, George Herbert David; 1954, A.C.A.; (*Butter- 
worth, Jones & Co), 2 Orchard Street, Weston-super- 
Mare, and at Bridgwater and Burnham-on-Sea. 

Gadd, Bernard; 1955, А.С.А.; 25 Malvern Road, West 
Bridgford, Nottingham. 

Goodyer, Leonard Boyce; 1920, A.C.A.; 111 Dorset Road, 
Bexhill-on-Sea. 

Harris, Michael; 1955, A.C.A.; (Michael Harris & Co), 28 
Geary Road, Dollis Hill, London, NW1o. 

Hartley, Brian; 1952, A.C.A.; (Harker, Holloway & Co), 
Regent House, 89 Kingsway, London, WCa. 
Hough, John Allen; 1952, A.C.A; 2a The 

Wilmslow, Cheshire. 

Hovey, Gordon Howell, M.A.; 1938, A.C.A.; (Cash, Stone & 
Co), 48 Сора Avenue, London, EC2, and at Ports- 
mouth and Southampton. 

Lyons, John Aloysius - 1955, A.C.A.; 89 Chestnut Drive, 
Erdington, Birmingham, 24. 

Morgan, John Gareth, B.A. (oon 5 1955, A.C.A.; (Parsons, 
Jolliffe, Davies & Co), County Buildings, Market Street, 
Ebbw Vale. 

Nelson, Frederick Charles; 1933, A.C.A.; (*Spain Brothers 
& Co), 1 Old Burlington Street, London, Wi, and at 

utton. 

Paull, Joseph Denys; 1948, А.С.А.; (Merrett, Son & Street), 
Throgmorton House, 15 Copthall Avenue, London, ECa. 

Pittock, Frederick; 1955, A.C.A.; (Herbert Hill & Co), 555 
Salisbury House, London Wall, London, ЕС2. 

Redfearn, Geoffrey David, M.A.; 1955, A.C.A.; (Whitaker 
& Redfearn), Market Place, St Ives, and at Penzance; also 
at Camborne, (Tyack, Whitaker, Redfearn & Co). 

Rosser, Alec; 1952, A.C.A.; (Cox & Davis), 18 High Street, 
Burton-on-Trent. 

Sadler, Thomas Malcolm; 1952, A.C.A.; (John A. Walbank 
& Co), 18 Eldon Square, Newcastle upon Tyne, 1. 

Schollar, Joseph Way; 1951, A.C.A.; (Bendall & Findlay), 
4 Charterhouse Square, London, ЕСт. 

Terry, Geoffrey George; 1952, ACA, (Owen & Co), 17 
Marine Parade, Barmouth, Merionethshire, and at 
Manchester. 

Ullman, John; 1953; А.С.А.; 58 Gloucester Drive, London, 
Ка. 


Circuit, 
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' Wade-West, John; 1954, А.С.А.; (*Webb, Krinks & 


omas), 1—2 Sandringham 
Bournemouth. 
Williams, John; 1955, A.C.A.; (Henry Townsend & Co), 
166 Streatham Hill, London, SW2. 
Young, Stuart; 1956, ACA. (Moodie, Young & Co), 203 
Regent Street, London, Wi. 


Election to Fellowship 


(a) Twenty applications from associates for election 
to fellowship under clause 6 of the supplemental 
Charter (bye-law 31) were acceded to. 

(b) One application from an associate for election to 
fellowship under clauses 6 and 31 of the supplemental 
Charter (bye-law 31) was acceded to. 


Admission as Associate 


Three applications for admission as associates under 
clause 5 of the supplemental Charter (bye-law 31) 
were acceded to. 

A list of those who complete their fellowship or 
membership before November zoth, will appear in 
The Accountant of November 24th. 


Registration of Articles 


The Secretary reported that 276 articles of clerkship 
were registered during the month of October 1956 as 
compared with 235 in October 1955 „та пр a total of 
1,282 since January 1, 1956, as compared with 1,192 
for the same period in 1955. 


Change of Name 


'The Secretary. reported that the following changes of 
name had been made in the Institute records: 


Smith, Sir Alan Rae to Rae Smith, Sir Alan. 
Smith, David Douglas Rae to Rae Smith, David Douglas. 


t Deaths of Members 


The Council received with regret the Secretary’s report 
of the deaths of the following members: 

Mr William George Beaver, M.C., F.C.A., Southport. . 
» John Robert Bell, A.C.A., Dagenham. 

» Henry Vincent Bevington, M.C., A.C.A., London. 
» George Henry Carbutt, M.A., F.C.A., London. 

» Jack Kenneth Carpenter, F.C.A., Watford. 

» Edward Robert Cowin, F.c.a., Wolverhampton. 

» Gordon Andrew Dykes, A. С.А, Nottingham. 

» Harry Leslie Fellows, Е.С.А., West Bromwich. | 

» Ernest Wilfrid Ismay, a.c.a., Victoria, B.C. 

» Stanley Johnson, F.c.a., London. 

» Charles Herbert Munkman, A.C.A., Leeds. 

» John Hyde Haslewood Perks, a.c.a., Bristol. 


Mansions, Exeter Road, 


FINDING AND DECISION OF THE DISCIPLINARY COMMITTEE 
Finding and Decision of the Disciplinary Committee of the Council of the Institute appointed pursuant to - 
bye-lato 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a 

' hearing held on September 4th, 1956, and an adjourned hearing on October 3rd, 1956. 


А formal complaint was preferred by the Investigation 
Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Arthur 
William Hooker, А.С.А., had been guilty of an act or 
default discreditable to а member of the Institute 
within the meaning of clause 21, sub-clause (3) of the 
supplemental Royal Charter in that (1) despite repeated 
requests made to him during the years 1955 and 1956 
he failed to furnish to the Official Receiver who was 
acting as Trustee in Bankruptcy of a certain person, 
an account of his dealings with the assets of the 
. business carried on in partnership by that person, in the 


form of a receipts and payments account and a 


schedule of the creditors at the date of the cessation of 
the business with details of payments subsequently 
made to them; (2) he failed to reply or take any action 
in response to a letter addressed to him by the 
Secretary of th& Institute dated June 8th, 1956, so as 
to render himself liable to exclusion or suspension 
from membership of the Institute. The Committee 
found that the formal complaint against Arthur 
William Hooker, A.C.A., under heading (1) had been: 
proved but that the formal complaint against him under 
heading (2) had not been proved and the Committee 
decided that Arthur William Hooker, A.C.A., of 13A 
Bank Street, Newton Abbot, Devon, be reprimanded. 
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MEMBERS' LIBRARY 
Deuda ctt ouo eio DU MTM ЛУ the Institute in recent weeks 
by purchase and gifts are the following: 


Accounting as an Aid to Management; a paper; by B. 
Smallpeice, АЈС. (Summer Course). Institute of 
Chartered Accountants, 1956. 

Chitty on Contracts; by J. Chitty: 21st edition; second 
cumulative supplement, vols, 1 and 2; by F. M. Drake. 
1956. (Sweet & Maxwell, 6s 6d.) 

Federal Tax Handbook, 1956. (Prentice-Hall). New York, 
1955. (Prentice-Hall, presented.) 

Financial‘ and Cost’ Accounting for Management: the 
fundamentals of modern accounting techniques; by 
A. H. Taylor and H. Shearing. 1956. (Macdonald & 
Evans, 255.) 

duc Рош 1939-45; by R. S. Sayers. 1956. (Н.М.8.0., 
375 ба. 

Industrial Pension Schemes; by W. Durham. 
(industrial Welfare Society, 8s ба.) 

Investment in Stocks and Sbares; a paper; by G. L. C. 
Touche, F.c.a. (Summer Course). Institute of Chartered 
Accountants. 1956. 


1956. 


Office Work and Automation; by H. S. Levin. New York. 
1956. (John Wiley & Sons, 36s.) 

Professional Ethics; a paper; by D. V. House, РСА, 
(Summer Course). Institute of Chartered Accountants, 


1956. 
Profits and Problems of Farming in South-East England; 


by J. D. Sykes and G. P. Wibberley. 1956. (Wye 
College, 7s 6d.) 
Public Accounting Practice and Accounting Education; by 


D. P. Perry. Boston. 1955. (Harvard University, 125.) 

Renold Chains: a history of the company and the rise of 
the precision chain industry 1879-1955; by B. H. Tripp. 
1956. (George Allen & Unwin, 212.) 

Standards of Education and Experience for Certified Public 
Accountants. (Michigan University, $2.50). Michigan 
1956. 

Studies in the History of Accounting; by A. C. Littleton 
and B. S. Yamey. 1956. (Sweet & Maxwell, 50s.) 

Taxation Guide, 1956-57 edition; de D. Jenkins. (1956). 
(Jenkins, 19s 6d. ) 


HOSPITAL FINANCE CONFERENCE 


The annual conference of the Association of Chief 
Financial Officers in the Hospital Service in England 
and Wales was held in the Connaught Rooms, London, 
on November 9th. Mr R. C. Sharphouse, F.I.M.T.A., 
F.H.A., Chairman of the Association, presided. 


Background to the Guillebaud Report 


In the morning, Mr C. W. Guillebaud, с,в.в., addressed 
the conference on the background to the report of the 
committee (of which he was chairman) set up by the 
Ministry of Health to review the present and prospec- 
tive cost of the National Health Service. Mr Guillebaud 
outlined the historical background to the Health 
Service. He described the period prior to 1911 as the 
classical era of preventive medicine, and he ex- 
pressed the view that the local authorities of that time 
did an extremely good job in the health service of 
those days, primarily directed towards the sanitary 
environment. 

In 1911, a new slant on certain aspects of national 
health was introduced by the National Insurance Acts. 
which provided a restricted local general practitioner 
service. Mr Guillebaud said that the philosophy of 
the scheme at that time had been described as punitive, 
in that the cost was not to exceed the sum which had 
been contributed. From the early 19308 until the 
onset of the war, the general atmosphere of depression 
had impeded progress, but the necessity for a war 
organization of hospitals, had, to some extent, over- 
come the arrears. 

Describing the preliminaries of the drafting of the 
present Health Service, the speaktr mentioned that 
the original plans had revolved around local authorities, 
but negotiations had not proceeded very far before it 
became obvious that they would be lengthy. Speaking 
of the service as eventually devised, Mr Guillebaud 
described the impact of the financial crisis of 1951-52 
and the great increase in central control which was 
then set up. This enhanced degree of central control 
appeared to be contrary to the spirft of the Act but, 


as aresult of Treasury alarm at the apparently increased 

cost of the service, the Guillebaud Committee was set 

up in May 1953. Mr Guillebaud acknowledged the 

help given by Professor Titmuss and Mr Abel Smith, 

who had carried out independent investigations on 

behalf of the committee and produced clear evidence 

that the increased expenditure in the service was an ` 
illusion created by inflation. 

The committee had concluded that, in spite of 
suggestions to the contrary, a transfer of the Health 
Service to the local authorities could not be effective. 
The charges sometimes made of waste and extra va~ 
gance in the use of public money and man-power 
had by no means been made out, and the committee 
therefore concluded that no major alterations in the 
service were desirable. On the contrary, it was hoped 
that the committee’s report would lay the dust of 
controversy and that the various authorities would 
now proceed with the job in hand of making the 
service work, 


Financial Aspects 


Referring to specifically financial aspects of the 
report, Mr Guillebaud dealt with the question of 


. unspent balances of the annual allocation of money to 


the service, and expressed the firm view that any 
device for carrying such balances over into later 
financial years was both undesirable and unworkable 
во far as day-to-day maintenance was concerned. On 
the subject of capital expenditure, however, it was 
admitted that а much stronger case could be made. 
In spite of this the committee had decided against any 
recommendation on the carry-over of capital allocations 
because the Treasury were unlikely to make such a 
concession and if, in fact, they did, the probable 
resuk would be a diminution in the annual capital 


` grant. 


The committee had, however, recommended sub- 
stantial increases in the lower financial limits of the 
proposals which were required to be approved by the 
Ministry and the вину before work could be 
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undertaken. It was expected that this concession would 
be valuable, but finance officers would be charged 
with an increased responsibility in ensuring that the 
best possible value was obtained for-the- money iac 


Hospital Costing 

Referring to departmental costing, Mr Guillebaud 
'expressed the view that a good deal of tact would be 
required to ensure the co-operation of all parties 
concerned and he hoped that, whatever personal 
feelings might arise, the necessary co-operation and 
tact would be applied. The cost figures, by themselves 
would, of course, be useless, and their value would 
depend not only upon the skill and keenness of finance 
officers but on the speedy interpretation and investi- 
gation which must follow the disclosure of cost diver- 
.gencies. 

On the tripartite form of administration between 
local authority, general practitioner and hospital 
service, Mr Guillebaud referred to the danger that 
the three branches might become increasingly divorced, 
and he concluded with a strong plea for maximum 
delegation to the periphery accompanied by the 
maximum degree of integration. 


Mr R. J. Mellish, M.P., expressed the view that the . 


political controversy which had surrounded the Health 
Service no longer existed and that the service must be 
regarded as being here to stay. He referred to the need 
for trained staff in hospital authorities and the necessity 
for the urgent distribution of capital money in order 
that inflation might not be given time to multiply the 
cost of proposals between the date of their initiation 
and the date work could be started. 

Mr S. G. Hill, LL.B., D.P.A., F.H.A., referred parti- 
cularly to Mr Guillebaud's observations on the carry- 
over of unspent balances. Не said that, in his view, 
the date, March 318t, loomed altogether too large and 
he could feel that neither this was right nor that a better 
system could not be devised. He emphasized that the 
hospital service was not wasting money, even though in 
the later months of the financial year it may make 
some haste in the spending of its allocation. Refer- 
ring to costing, Mr Hill said that it must be accepted 
in the service, but he would offer two reservations. 
First, the figures must be used, and that with intelli- 
gence; secondly, the fallacy that costing must produce 
economies should be killed. 


Afternoon Session 

At the afternoon session, an address by Mr Frangois 
Lafitte, an economist, provoked a good deal of thought 
and induced members to look at the Health Service 
‘from varying viewpoints. Whilst expressing sincere 
appreciation of the Guillebaud Report so far as its 
contents were concerned, Mr Lafitte expressed some 
disappointment at omissions therefrom. 

. First, he referred to the fact that the report did not 
discuss the annual subsidy of £40 million from the 
National Insurance Fund, a subsidy which has been 
unchanged since 1948. 


On the question of the proposed increase in the" 


charges for prescriptions, Mr Lafitte observed that 
an increased contribution from the National Insurance 
Fund, possibly accompanied by a small incredse in 
National Insurance contributions, might well have 
been a better device. He asked whether the present 
charges were a temporary and regrettable feature of 
"what was intended to be a free gervice, or were the 
charges to be regarded as permgnent. He asked why 
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a charge should be imposed on spectacles but not on 
hearing aids. Ап increase of 14 in the National In- 
surance contributions of employed persons would 
produce an-annual sum of £5 million. 

Mr Lafitte. expressed pleasure that the Guillebaud 
Report had no support for placing hospitals and local 
authority services under a single administration, but 
offered the view that integration of the non-hospital 
services could well be advanced. In particular, he felt 
that executive councils, having neither funds of their 
own, nor significant discretion in the spending of 
State money, had become ‘rather effete’. Local 
authorities, with their greater flexibility and respon- 
sibility for raising money, might with advantage be 
involved in a fusion with local executive councils. 
In addition, local authorities might be made free to 
provide facilities for groups of doctors and dentists 
such as, for example, secretarial aid, equipment and 
even, in some cases, premises. 

From a financial aspect, Mr Lafitte felt that fusion. 


‘would be financially possible. On the basis of a 75 


per cent grant to local authorities for these proposed 
duties, an increase of about 8 per cent on the local 
rate charge might be expected, and the reform of local 
government finance being well on the way, this should 
not cause apprehension, He calculated that an extra 
sum of £32 million would enable local authorities to 
meet these additional duties and that the abolition of 
derating would provide three times this sum. 
Suggesting the transfer of the ophthalmic service 
to local authorities, Mr Lafitte thought that the present 
two or three dental services might be fused into one 
and transferred to the local authorities with the possible 
advantage of the elimination of 'that cumbersome 
and costly Dental Estimates Board'. Ultimately, such a 
scheme might make possible the scrapping of the 
Central Health Services Register and enable local 
authorities to take over management of the general 


practitioner service. 


Mr Lafitte concluded by suggesting that the mental 
deficiency institutions should not have been taken 
from the local authorities to the hospital service. 
They are not hospitals, the persons housed in them do 
not respond to therapeutic treatment and they should 
be regarded as permanently incapable persons. If this 
were done and local authorities undertook their train- 
ing, supervision or custodial care, the additional cost 
on local authorities! budgets, would be about twelve 
million pounds and, assuming a 75 per cent grant, а 
charge of only 23 million would be added to the rates. 

Professor T. E. Chester offered the opinion that 
the Health Service as now operating should be left 
alone, and observed that changes in the medical 
curriculum would do more than changes in the 
structure. He regarded co-operation not as an organi- 
zational device but as an attitude of mind and he 
called for further progress in co-ordination by the 
improvement of personal relationships. | 

Captain J. E. Stone, C.B.&., M.C., Е.5.А.А., Е.Н.А., 
agreed with Mr Lafitte that a change i in structure was 
necessary and outlined. the extent to which powers 
and functions overlapped the many bodies, boards, 
committees and subcommittees at present responsible 
for the operation of the Health Service. Pointing out 
that 564 per cent of the money available for the Health 
Service is absorbed by the hospitals, Captain Stone 
expressed the view that much more research in 


preventive medicine could be justified. 
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SCOTTISH CHARTERED ACCOUNTANTS 


IN LONDON — 
ANNUAL DINNER 


The thirty-ninth annual dinner of The Association of 


Scottish Chartered Accountants in London was held at^ 


The Savoy Hotel, London, on November sth, with 
Mr Robert Adams, c.a., Convenor of the London 
Local Committee of 'The Institute of Chartered 
Accountants of Scotland, in the chair. 

'The dinner was attended by 350 members and 
guests and among the distinguished company present 
were Mr G. I. Stewart, M.C., c.a., President of The 
Institute of Chartered Accountants of Scotland, and 

Professor W. T. Baxter, B.COM., C.A. (Professor of Account- 
tng, London School of Economics); Sir John Braithwaite 
Chairman, Stock Exchange, London); Sir Alexander Carr- 

aunders, M.A., LL.D., F.B.A. (Director, London School of 
Economics); Messrs R. S. Caverhill, F.F.4.; A. S. H. Dicker, 
M.B.E., F.C.A. (President, The Institute of Chartered Ac- 
countants in England and Wales); J. T. Dowling, C.A. 


Vice-President, The Institute of Chartered Accountants of | 


cotland); Sir Harold Gillett, M.C., F.c.A. (President, The 
Chartered Accountant Students’ Society of London); Sir 
Henry D. Hancock, K.C.B., K.B.E., C.M.G. (Chairman, 
Board of Inland Revenue); Sir Edwin S. Herbert, K.B.E., 
LL.B. (President, The Law Society; Mr Thomas Lister, 
М.А., C.A. (Past Convener, London Local Committee, The 
Institute of Chartered Accountants of Scotland). 

Messrs A. C. S. Meynell, F.a.c.c.a. (President, The 
Association of Certified and Corporate Accountants); Ian 
T. Morrow, C.A., F.C.W.A., A.T.LI. (President, The Institute 
of Cost and Works Accountants); W. A. Nicol, C.A., F.C.C.8. 
(Chairman, The Association of Scottish Chartered Accountants 
in the Midlands); W. E. Parker, C.B.E., F.C.A. (Chairman, 
London and District Society of Chartered Accountants); 
The Rt. Hon. Sir Hartley Shawcross, P.C., Q.C, M.P.; 
Messra E. Sinnott, F.LM.T.A., Е.Б.А.А. (President, The 
Institute of Municipal Treasurers and Accountants); R. J. W. 
Stacy, с.в. (Under-Secretary, Insurance and Companies 
Department, Board of Trade); Mr F. Heyworth Talbot, 
Q.C; Sir Richard Yeabsley, С.В.Е., F.C.A., F.8.4.A. (President, 
The Society of Incorporated Accountants). 


Scope of the Accountant's Activities 


Proposing the toast of “I‘he Institute of Chartered 
Accountants of Scotland’, Mr F. Heyworth Talbot, 
Q.C., said that in recent times the wide range of 
training and experience of accountants, and their 
professional and personal equipment, had brought 
them into distinguished service, not only in commerce 
and financial concerns of the highest importance, but 
also in positions of eminence in Government and local 
government, and the nationalized industries. He 
continued: 

‘In these days, an accountant must be a great deal more 
than an accountant as conceived fifty years ago. Today, he 
must be an economist, a statistician, а fjnancial adviser, a 
business manager and a lawyer. Without the accountancy 
profession, the administration of direct taxation in this 
country would break down altogether.' 

Through this great expansion of function in the 
scope of the accountant's activities, he believed it was 
inevitable that the technological curriculum prescribed 
for the aspirant should have become more and more 
intensive and extensive. But he saw a, danger in this, 
for the accountant in practice required something 


more than a knowledge of the techniques of his craft. 
He added: : 

*In addition to quickness of apprehension and flexibility 
of mind, he needs to grasp the problems that arise in human 
relationships — a culture that comes from a liberal education. 
I find it doubtful whether the qualities required of an 
accountant in these days can be adequately developed by a 
course of study which is purely technological. If I had my 
way, every young man and woman who is proposing to 


,enter one of the professions would, before he began his 
' technical course, spend two or three years at a university; 


reading in subjects entirely unrelated to the profession: 
course." 


He congratulated the Institute on. its plan to 


: establish an academic year for apprentices, saying that 


чће wider their culture, the better accountants they 
would be'. 


'Training for the Profession 


Replying to the toast, Mr О. I. Stewart, the 
President, stated- that since the war, there had been 
under consideration the reorganization of the 
examination syllabus to bring it up to date. The 
Syllabus Committee, under the able chairmanship of 
Mr Thomas Lister, had gone into the matter most 
exhaustively and had produced a programme of work 
which. was practical and up to date. They had been 
quite ruthless in cutting out the dead wood. 

In many offices, he said, the apprentice found 
himself in a narrow groove without any of the brighten- 
ing influences of the humanities of university life 
It was because of that that it was proposed to introduce 
the academic year. 

Mr Stewart said he had just returned from a visit 
to the United States and Canada, during which he had 
had an opportunity of observing and discussing what 
was happening to the profession in those countries. 
He continued: 

‘There still persists a serious shortage of recruits for 
accountancy. In an endeavour to counteract this, the 
emphasis in America is changing to the academic, and if 
my understanding is correct, it is now possible to become 
a qualified accountant without possessing any prior 
experience. 

‘I asked how this worked, and they said “well enough". 
For us, that is a new conception — an accountant qualifying 
without being initiated into the dreary routine'. 

The toast of ‘Our Guests’, was proposed by the 
chairman, Mr Robert Adams, who said that the Scots 
in London acknowledged their indebtedness to their 
many friends in the South. They could all look back 
and remember the kindness and consideration with 
which they were treated when they came from Scotland, 
and they were thankful for that. The co-operation that 
existed, between all the professional and educational 
bodies was something which they very much prized. 

In reply, Sir Edwin S. Herbert said, amid laughter, 
that laymen regarded accountants with an attitude of 
reverence mingled with awe; but when a layman met a 
Scottish chartered aceountant, that awe grew deeper 
and deeper. . 4 
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ANNUAL DINNER IN BRISTOL 


Bristol and West of England Society of Chartered Accountants 


The annual dinner, combined this year with a dance, of 
The Bristol and West of England Society of Chartered 
Accountants, was held at The Grand Hotel, Bristol, B 
November 8th. The President of the Society, Mr 

A. F. B. Ham, F.c.a., was in the chair, and with 
Mrs: Ham, and Mr A. S. H. Dicker, M.B.E., F.C.A., 
President of the Institute, and Mrs Dicker, received the 
200 members and guests who attended. 

The toast of ‘The City and County of Bristol’, was 
proposed by Mr Ham, who expressed the concern 
and sympathy of the company at the indisposition of 
the Lord Mayor of Bristol, Alderman G. А. Watson 
Allan, J.P., who had been taken ill at the reception and 
had had to return to the Mansion House with the Lady 
Mayoress. 

Mr Ham went on to speak of the traditions of 
Bristol and told a fascinating story of the exploits and 
prowess of its citizens over the centuries. 

The Sheriff of Bristol, Mr Arthur W. Bryant, 
replied on behalf of the Lord Mayor, and proposed the 
toast of “The Institute of Chartered Accountants in 
England and Wales'. 

Responding to the toast, Mr Dicker extended a 
welcome to the ladies, saying what a delightful change 
their presence made after the sombre black and white 
décor of the usual formal dinners. He continued: 


‘I must explain to the ladies that at these annual dinners 
of district societies the President is expected to deliver a 
hrief homily or make a reference to some Ínstitute matter 
on which the Council or the President himself wishes to 
place some emphasis to members generallv. 

'I dare not depart entirely from this precedent tonight 
because of the presence of the ladies, but I hope that what 
Т am going to say in this respect is not only of immediate 
concern to most of our members but also it is very much 
in the interests of wives and future wives of chartered 
accountants. 


Pension Schemes ... 


‘In these modern days of Welfare State ideals, one of the 
most marked and progressive social achievements has been 
the widespread introduction of pension schemes for all 
classes of workers in industry and commerce, from the top 
“grade of company directors, through the various executive 
and salaried classes to the lowest paid body of manual 
workers. Such schemes are also in full operation in the 
Civil Service and in large corporations such as banking, 
insurance and other similar bodies, whose employees can 
now look forward to their days of retirement free from that 
anxiety for their future security which for so many years 
has been a nightmare for their predecessors. 

‘But, except in the case of large firms, the thousands of 
members of the professional classes have been outside the 
availability of such large-scale arrangements and as the 
industrial and commercial movements progressed the 
plight of the professions became more apparent until it 
was recognized that some similar planning by the profes- 
sional bodies themselves was an urgent necessity, organized 
in such strength as to merit statutory reliefs for taxation 
similar to what is attached to the big schemes. 

*Our Institute was not slow to get down to the problem, 
and now for a considerable time a special committee has 
been considering the formulation of what is in fact pension 
schemes for two classes to whom we have obligations. One 
class is that of the employees on the staffs of practising 
members, and the other one is to tover chartered account- 
ants themselves who are in practice and other members of 


the Institute for whom pensions are not otherwise provided 
by their employers. 5 

"The statutory recognition formed part of this year's 
Finance Act, which made certain provisions after consider- 
ing the recommendations of a Government Committee 
which was appointed for the purpose.’ 


Mr Dicker said that at the annual general meeting 
of the Institute held in May, the Council was author- : 
ized to proceed. with the establishment of such 
Schemes on a contributory basis and to arrange for 
initial contributions from the funds of the Institute 


` towards the management expenses. He continued: 


. for Accountants’ Staffs ... 

‘The scheme for employees was fairly well advanced at 
the time of the annual meeting, but the relief accorded by 
the Finance Act to to the pension annuity funds of assurance 
companies a reappraisal of the merits of invest- 
ment on the vaa Exchange which has led to delay and 
which, although in its final stages, remains to be completed. 
Fortunately it has not been necessary to delay the settlement 
of the rules and introductory booklet, beth of which are at 
present the subject of negotiations with the Inland Revenue. 
The establishment of the scheme, which is considered to be 
well adapted to the needs of a profession such as ours, 
appears to be in sight although a date cannot yet be 
announced.' 


...&nd Practising Members 


Turning to the matter of pensions for the self- 
employed, Mr Dicker said: 

‘I may say that the committee concerned is now examining 
the “second thoughts" of some insurance companies and 
is at pains to ensure that, whether or not it eventually 
recommends the acceptance of an insurance company 
quotation it will have considered the best terms available. 
Here again much of the work upon introductory literature 
and rules has been completed. Members may be assured that 
as soon as it is possible to secure Inland Revenue approval 
and to determine the rates of benefit, the scheme will be 
launched. . 

Mr Dicker concluded his speech with a tribute to 
those ‘whose devotion and unselfish interest are 
responsible for the very efficient and successful 
progress of this old and great district society in the 
west of England’. He said the healthy condition of the 
district societies was very much the life blood of the 
Institute. Presidentially, and personally, he was proud 
to acknowledge the great work in the provinces. 


Before the company broke up for dancing, the 
Sheriff of Bristol displayed a Bristol flag destined for the 
South Pole. He said that if the British Trans-Antarctic 
Expedition, shortly to start their long trip, were 
successful in their aim, the civic flag of Bristol would 
flutter proudly at the South Pole to mark for posterity 
the fact that two Bristol men had taken part in that 
hazardous task. 


The Company 
Among the guests present were: 


Mr C. H. Clements (President, Bristol Incorporated 
Chamber of Commerce and Shipping), and Mrs Clements; 
Mr E. G. Cooper, a.c.a. (President, East Anglian Society of 
Chartered Accougtants), and Mrs Cooper; Mr S. Edgcumbe, 
J-P., F.C.^. (Vice-Chairman, Cornwall and Plymouth Branch, 
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Bristol and West of England Society of Chartered Account- 
ants), and Mrs Edgcumbe; Mr W. V. Eggleton, F.C.A. 


(Chairman, Gloucester Group, Bristol and West of England ` 


Society of Chartered Accountants), and Mrs Eggleton; 
Mr J. E. H. Hamilton (Honorary Secretary, Bristol Char- 
tered Accountant Students’ Society), and Miss Y. Tullock; 
Mr H. A. Kinney, F.C.A. (President, South Eastern Society of 
Chartered Accountants), and Mrs Kinney. 

Mr C. L. O'Callaghan, A.C.A., А.5.А.А. (President, 
Nottingham Society of Chartered Accountants), and Mrs 
O'Callaghan; Mr С. A. Parker (President, Bristol Incorpor- 
ated Law Society), and Mrs Parker; Mr W. E. Parker, 
C.B.E., F.C.A. (Chairman, London and District Society of 
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Chartered Accountants), and Mrs Parker; Mr S. R. Perratt, 
F.C.A. (Chairman, Exeter Branch, Bristol and West of 
England ` Society of Chartered Accountants), and Mrs 
Perratt; Mr J. A. Philpott, F.A.C.C.A. (President, Bristol and 
District Society, The Association of Certified and Corporate 
Accountants); Mr F. P. L. Roberts, Е.5.А А. (President, West of 
England Society of Incorporated Accountants), and Mrs 
Roberts; Mr J. G. Simpkins, a.c.a. (Honorary Secretary, 
Exeter Branch, Bristol and West of England Society of 
Chartered Accountants); Mr E. W. Smith (President, 
Institute of Bankers, Bristol Centre), and Mrs Smith; 
Professor D. Solomons, B.COM., a.c.a. (Professor of 
Accounting, University of Bristol), and Mrs Solomons. 


DINNER IN DARLINGTON 


North Yorkshire and South Durham Branch 
· Leeds, Bradford and District Society of Chartered Accountants 


The seventh annual dinner of the North Yorkshire 
and South Durham Branch of the Leeds, Bradford 
and District Society of Chartered Accountants was held 
at The Imperial Hotel, Darlington, on November 9th. 
'The members and guests, numbering 127, were re- 
ceived by the Chairman of the Branch, Mr C. G. 
Sparrow, F.C.4.,*and Mr W. S. Carrington, Е.С.А., 
Immediate Past President of the Institute. 

Among those present were Mr E. G. Fairburn, 
President,T'ees-side and South-West Durham Chamber 
of Commerce; Mr P. H. Carter, Chairman, Institute 
of Bankers, Middlesbrough and District; and: 


Messrs А. S. Bowes, F.R.1.C.s. (Chairman, Royal Institute 
of Chartered Surveyors, North Yorkshire and South Durham 
Sub-Branch); C. W. Boyce, C.B.E., F.C.A. (Past President, 
and Member of Council, The Institute of Chartered Account- 
ants in England and Wales); A. Boyd, F.S.A.A. (President, 
Incorporated Accountants! North of England District Society); 
J. D. L. Campbell, A.R.I.C.8., A.A.1. (Chairman, Chartered 
Auctioneers’ and Estate Agents’ Institute, South Durham and 
North Yorkshire Sub-Branch); J. M. Goundry (Past 
President, Durham and North Yorkshire Law Society); 
E. R. Longman, r.C.A. (President, Leeds, Bradford and 
District Society of Chartered Accountants); С. Н. 8. Loveday, 
A.C.A. (an Assistant Secretary, The Institute of Chartered 
Accountants in England and Wales) 

Messrs S. A. Middleton, a.c.a. (Honorary Secretary, 
Northern Soctety of Chartered Accountants); R. Mott, 
F.C.W.A., А.С.1.5. (President, The Institute of Cost and Works 
Accountants, Middlesbrough and District Branch); R. Mould- 
Graham, 0.B.E., M.C., T.D., D.L., F.C.A. (President, Northern 
Society of Chartered Accountants); G. D. Paterson, T.D., 
M.A., F.C.A. (Honorary Secretary, Leeds, Bradford and District 
Soctety of Chartered Accountants), G. H. Purchon, (Presi- 
dent, Insurance Institute of Middlesbrough); E. Duncan 
Taylor, F.c.a. (Member of Council, The Institute of Chartered 
Accountants in England and Wales); R. P. Winter, M.C., 
T.D., D.L., F.C.&. (Member of Council, The Institute of 
Chartered Accountants in England and Wales); R. L. W. 
Wishlade, F.C.1.s. (Chairman, Chartered Institute of Secre- 
taries, Tees-side and District Branch). 

The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed By Mr Fairburn, 
who referred to the maintenance of examination 
standards and the question of specialization. 

Responding, Mr Carrington stated that he could 
give the most categorical assurance that the Institute 
did not intend to reduce in any way the standard of 
qualification required of those aspiring to membership. 

Commenting on the question of specialists in the 
profession, Mr Carrington said that ‘although their 


role was a most important one, the general practitioner 
still had a vital part to play. He added that the Institute 
sought to provide a training that gave a man a sound 
knowledge of principles and practice upon which, after 
qualification, he could specialize or, alternatively, carry 
on the service required of the general practitioner, 
dealing with the multitudinous problems which arose 
in an accountant’s office. Mr Carrington went on to 
refer to a recent visit he had made to Germany when 
he had had the opportunity of spending a day at a steel- 
works. He said that it had been an ‘eye-opener’ to him, 
for he had seen a completely integrated works pro- 
ducing two-and-a-half million tons of steel a year. 
Extensions were also being made, designed — so far as 
the rolling mills were concerned – оп an entirely 
automatic principle. 

There were, he said, several things to be learned 
from this. One was that one million tons were being 
added to production, and they were not putting any- 
body out of work, but were contemplating employing 
3,000 more people. He added that the company also 
used electronics; the whole of the wages for 13,000 
people being dealt with on an electronic computer, 
which, in its ‘spare time’, dealt with all the stores. 
reports and stocks records. 

In the company's office was a motto—“Think’. ‘It made 
me think', continued Mr Carrington. "I'o think that 
there you have in what was a badly-bombed area, in 
the heart of a defeated nation, the very latest machines 
working, and the people prospering. 

‘It made me think, also, of what is the position of British 
industry in relation to the obvious competition that we are 
meeting today, and the greater competition we will meet 
in the days to come from Western Germany, the United 
States, and, in certain spheres of activity, from Japan, 
where production is bounding ahead at a considerably 
greater rate than it is here.' 


There was only one source from which capital 
expenditure to meet this competition could be financed 
from, he said, and that was savings. : 

He felt that the great problem which faced company 
management today was the burden of taxation. He 
believed that the primary aim of the Government 
should be to reduce the burden of taxation, both on 
companies and individuals. ` 

The toast of ‘The Guests’ was proposed by Mr 
N. W.. Bell, F.c.a., apd the response was made by 
Mr P. H. Carter. 5 
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NEW LEGISLATION 


All new Acts are noted in this column, together with those Statutory Instruments which are 

ef interest to the profession. The date given indicates when ап Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2. 


STATUTES 
(4 & 5 Eliz. 2) 


Chapter 69: Sexual Offences Act, 1956 


An Act to consolidate (with corrections and improve- 
ments made under the Consolidation of Enactments 
(Procedure) Act, 1949) the statute law of England and 
Wales relating to sexual crimes, to the abduction, 
procuration and prostitution of women and to kindred 
offences, and to make such adaptations of statutes 
extending beyond England and Wales as are needed in 
consequence of that consolidation. 


Price 1s ба net. August and, 1956. 


Chapter 70: Marriage (Scotland) Act, 1956 
An Act to amend the law with regard to notice of 
marriages intended to be celebrated or contracted in 


Scotland. 
Price 4d net. August 2nd, 1956. 


Chapter 71: Overseas Resources Development 
Act, 1956 
An Act to make new provision as to the functions of the 
Colonial Development Corporation, including provision 
in respect of past activities of the said corporation; and 
for purposes connected with the matters aforesaid. 
Price 6d net. August 2nd, 1956. 


Chapter 72: Hill Farming Act, 1956 


Ап Act to extend the time within which livestock 
rearing land improvement schemes may be submitted 
under the Hill Farming Act, 1946, increase the maxi- 


mum amount that may be paid i in the aggregate by way . 


of grants in respect of the cost of work done in 
accordance with such schemes and extend the time 
within which the said maximum may be further 
increased by order of the Minister of Agriculture, 
Fisheries and Food and the Secretary of State; and to 
prolong the powers under that Act of those Ministers 
to make subsidy payments in respect of hill sheep and 
hill cattle. 


Price 3d net. November 5th, 1956. 


Chapter 73: Crown Estate Act, 1956 


An act to provide for the reconstitution of the Com- 
missioners of Crown Lands under the name of the 
Crown Estate Commissioners; to transfer to the Lord 
Privy Seal and the Secretary of State certain powers of 
the Treasury under Section 32 of the Crown*Lands 
Act, 1857, in its application to the said Commis- 
sioners, and to make new provisions as to the annual 
report of the said Commissioners; and for purposes 
connected with the matters aforgsaid. 


Price 4d net. . November 5th, 1956. 


` Price ба net. 


` Price за net. 


STATUTORY INSTRUMENTS 
The Family Allowances (Conditions for 
Increase of Allowance) Regulations, 1956 
(S.I. 1956 No. 1346) 

These Regulations which are made in consequence of 
the passing of the Family Allowances and National 
Insurance Act, 1956, prescribe the condition subject 
to which the increased rate of family allowance for 


'third and subsequent children provided by that Act 


shall become payable under an award existing im- 
mediately before October and, 1956. 


Price 3d net. October 2nd, 1956. 


'The Premium Savings Bonds Regulations, 1956 
(S.I. 1956 No. 1657) 


' These Regulations which extend throughout the 


United Kingdom, prescribe the detailed conditions 
for the purchase and holding of Pæmium Savings 
Bonds. . 


November Ist, 1956. 


The Post Office Register (Amendment) (No. 2) 
. Regulations, 1956 
(S.I. 1956 No. 1669) 
'These Regulations extend to the Post Office Register 
the provisions of.Section 5 of the Miscellaneous 
Financial Provisions Act, 1955.- They simplify the 
procedure for dealing with unclaimed stock. They also 


increase from one year to two years the period which 


may elapse after the due date before redemption 
moneys are deemed to be unclaimed. 


November rst, 1956. 


The Post Office Register (Trustee Savings 
Banks) (Amendment) Regulations, 1956 
(S.I. 1956 No. 1670) 

These Regulations extend to the parts of the Post 
Office Register kept by the trustees of Trustee Savings 
Banks the provisions of Section 5 of the Miscellaneous 
Financial Provisions Act, 1955. 'l'heir effect is that 
the procedure for dealing with unclaimed redemption 
moneys on stock held on these parts of the Register 
will be the same as it is for stock registered at the 
Bank of England. They also increase from one year 
to two years the period which may elapse after the due. 
date before redemption moneys are deemed to be 
unclaimed. 
Price 3d net. November 1st, 1956. 
The Control of Hiring (Rebates) Order, 1956 

5 (S.I. 1956 No. 1716) 
'This Order prohibits the disposal and possession of 
goods to which the Hire-Purchase and Credit Sale 
Agreements (Control) Order, 1956, applies, under 
hiring agreements entered into after November 7th, 
1956, which provide for the making of payments of the 
kind described in Article 2. 


Price за net. ° November 8th, 1956. 
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NOTES AND NOTICES 


Personal 


Messrs А. J. Downs & Co, Chartered Accountants, 
of Parliament Street, Hull, and Union Bank Chambers 
. Riby Square, Grimsby, announce that their senior 

partner, Mr J. R. KINNIS, F.c.a., retired from the 
partnership on October 31st, 1956. Mr Kinnis will 
maintain his long association with the firm in a 
consultative capacity. They also announce that Mr 
јонм FITTON, M.A., А.С.А., has been admitted to 
partnership аз from November rst, 1956. Мг Етттом 
is the elder son of the late Mr W. N. Frrron, who was 
associated with the firm for twenty-nine years, and 
was one of the Grimsby partners for fourteen years. 

Messrs Epwarp Myzns, CLARK & Co, Chartered 
Accountants, of d Arundel Street, Strand, London, 
WCz, and зо Clarendon Road, Watford; Messrs 
CLAREE, EckERSLEY, PRENTICE & Co, Chartered 
Accountants, of 41 Spring Gardens, Manchester, and 
Messrs GEORGE PEDLEY & Co, Chartered Accountants, 
of 8 Ormerod Street, Burnley, announce that Mr 
BERTRAM ARNOLD, A.C.A., who has been a member of 
their Watford office staff for some years, has been 
admitted into partnership. 

Messrs RoBIiNSON, Courson & Co, Chartered 
Accountants, of Alma Chambers, Scarborough, 
Rowan Chambers, Filey, and Hepworths’ Chambers, 
Whitby, announce the retirement of Mr Epwin 
'TRANMER COULSON, F.C.A., from the partnership as 
from October 31st, 1956. The practice is being 
continued at the same addresses by the remaining 
partners, Mr T. Hupson, F.c.a., Mr J. K. Snow, 
F.C.4., and Mr L. WALTER, A.C.A. The name of the 
firm remains unchanged. - | 

Messrs Howarp, . Howes & Co, Chartered 
Accountants, of Norfolk House, Norfolk Street, 
London, WC2, announce that as from October ist, 
1956, they have taken into partnership Mr H. N. L. 
WHITEL, C.A., who has been a member of their staff 
for a number of years. 


Professional Note 


Mr E. E. Bamber, А.С.А., chief accountant of 
Jenson & Nicholson Ltd, has been appointed 
secretary of the company. 


Senior Official Receiver to Retire 


The Board of Trade has announced that Mr W. F. 
Cresswell, С.В.Е., Senior Official Receiver in the 
Bankruptcy (High Court) Department, will retire 
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on December 31st, 1956. He will be succeeded by 
Mr G. F. Morris, Official Receiver in the Companies 
(Winding-Up) Department. 


Chartered Institute of Secretaries 
Sir Frederick Alban, C.B.E, J.P., В.5.А.А., F.C.L.S., 
has been elected to succeed Brigadier Kenneth ` 
Hargreaves, M.B.E., T.D., F.C.I.8., as President of The 
Chartered Institute of Secretaries for 1957; ће will 
take office on January 1st. 

Sir Frederick, who is chairman of the Welsh 
Regional. Hospital Board, was President of The 
Society of Incorporated Accountants from 1947-49 
and is a member of the Council of the Society. 


The Accountants’ Christian Fellowship 


A meeting of The Accountants’ Christian Fellowship 
will be held at Incorporated Accountants’ Нађ, 
Victoria Embankment, WC2z, at 6 p.m., next Friday, 
November 23rd, when an address entitled ‘How it 
began’, will be given by The Rt. Hon. Ernest Brown,, 
P.C. Afterwards there will be a short discussion for 
student members on. the teaching of the Bible in 
relation to points in the address. 


Stamp-Martin Seminar 


A Stamp-Martin Seminar will take place at Incor- 
porated Accountants’ Hall on Thursday, November 
22nd, at 6 p.m., when Professor R. C. FitzGerald, 
LL.B., F.R.S.A., Dean of the Faculty of Laws, Univer- 
sity College, London, will introduce a discussion on ' 
the subject ‘Legal and constitutional aspects of the 
investment of trust funds in the British Common- 
wealth of Nations’. 

This seminar is open to members of the account- 
ancy profession and any other persons who may be 
interested. Tickets are not required, but it would be 
appreciated if those wishing to attend would give 
advance notification to Mr T. W. South, at Incor- 
porated Accountants’ Hall, Victoria Embankment, 
London, WC2. 


Canadian Tax Conference 
Among the subjects discussed at the 1956 Тах 
Conference of the Canadian Tax Foundation, which 
was held at The Windsor Hotel, Montreal, on Monday 
and Tuesday of this week, were "Taxation and foreign 
investment’, ‘Inventory valuation’, ‘Pensions for the 
self-employed’ and "Тоо much tax јат. 
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Тће Chartered Accountant Students' Society 
of London А 

The following meetings of the London Students’ 

Society will be held during next week: : 

Monday, 5.30 p.m. at Caxton Hall, Victoria Street, SWr: 
Lecture on “The purpose and significance of internal 
audit’, by Mr J. О. Davies, F.C.A., A.C.W.A., chief internal 
auditor, National Coal Board. Chairman: Mr P. F. 
Carpenter, F.C.A. 

Tuesday, 5.30 p.m., at the Law Society's Hall, Chancery 
Lane, WCa: Joint debate with the Solicitors! Articled 
Clerks Society on the motion 'In these days tolerance is a 
sign of weakness, not of strength'. 


Wednesday, 5.30 p.m.: Film and demonstration of Hollerith _ 


punched-card accounting (limited number). 
Friday, 5.15 p.m., at the Institute: Introductory, course 
lectures on (1) ‘Audit practice and methods’, by Mr 


W. K. Wells, B.A., F.c.A.; and (2) ‘The law of sale of. 


goods’, by Mr А. С. Staples. 


7.30 p.m., at Southend: Lecture on ‘Bankruptcy law’, by. 


Mr О: Griffiths, M.A., LL.B. 

Saturday, 10.75 a.m., at Luton: Lectures on (1) "The theory 
of capital reorganization in companies’; and (2) “The 
valuation of stock-in-trade for income tax purposes’, by 
Mr Н. С. Edey, B.COM., A.C.A., Reader in Accounting, 

. University of London. : 


'The Institute of Internal Auditors 
х, LONDON CHAPTER ME 
The London Chapter of The Institute of Internal 
Auditors is at present holding a series of evening 
discussion meetings at Unilever House, Blackfriars, 
ЕСА, for members' assistants. 

The meetings commence at 5.45 p.m. for 6 p.m. 
and next Monday Mr R. E. Palmer, F.a.c.c.a., will 
speak on ‘Mechanization: the changing role of the 
internal auditor’. On November 26th there will be a 


Brains Trust, with a panel comprising Messrs R. С.’ 


, Bedford, a.c.a., F. А. Callaby, F.A.C.C.A., F.C.W.A., 
О. А. Mackinnon, c.a., and К. A. Reid, C.A. 


Case Study in Financial Control 

A lecture entitled ‘A case study in financial control’ 
18 to be given by Dr J. M. S. Risk, B.COM., PH.D., 
С.А., F.C.W.A, A.C.LS., next Tuesday, November 
20th, at the Eastern Gas Board's Demonstration 
'Yheatre, Sydney Road, Enfield, Middlesex. The 
meeting has been arranged by the Enfield and 
District Sub-Branch of The Institute of Cost and 
Works Accountants and an invitation to attend is 
extended to interested readers. 


New O.A.B.E.T.A. President 


Mr G. L. Mercer, of Lamson Paragon Ltd, has been 
elected President of the Office Appliance and Business 
Equipment Trades Association, and Major C. V. 
Wattenbach, M.B.E., M.C., of Dictograph Telephones 
Ltd, has been elected Vice-President. 
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Our Weekly Problem 
No. 144: SMOKER'S COFFER 

‘In these days of inflation,’ said Mr L. U. Sidate, 
‘our currency is quite inadequate. For instance, when 
I buy.tobacco I seldom have the correct amount. 
If I buy two ounces I get two (different) coins as 
change; if I buy three ounces I get three (different) 
coins in change; and if I buy four ounces they often 
give me four coins in change." 

At what. price does Mr Sidate buy his tobacco? 

The answer will be published next week. 

TO No. 143: Соор TIME 


ANSWER 
The time was ro o'clock. The clocks took nine seconds, 
six seconds and four seconds to strike. 


SEVENTY-FIVE YEARS AGO 
. From Whe Accountant or NOVEMBER I9TH, 1881 
Letter to the Editor entitled І 
ASSOCIATES OF THE INSTITUTE NOT IN PRACTICE 
Sir,—I should think your indignant correspondent 
N. M. F. could not have been present at the first 
meeting held for the adoption of the bye-laws, for it 


- wss then distinctly stated by the chairman, that the 


question as to whether certificates were to be issued 
to clerks, or only to members of the Institute in 
practice for themselves, could not be decided either 
by the Council or by the Institute at large, inasmuch 
as it turned upon the technical interpretation of the 
word "practice" used in the Charter. Section 16 of 
the Charter says that all members, so long as they 
continue in practice, shall in each year obtain a 
certificate of membership; the obvious inference, I 
think, being that such of them as are not in practice 
shall not obtain a certificate. The bye-laws simply 
provide that members who are not in practice, and 
therefore do not obtain a certificate, shall pay a 
subscription instead of a fee for a certificate. Some 
provision of this kind is necessary, whether clerks are 
to be considered as ‘іо practice" or not, inasmuch as 
members of the Institute may retire from business 
either temporarily or permanently, and may still 
desire to maintain their connection with the Institute. 
The chairman of the meeting, in explaining this 
matter, went on to say that the legal advisers of the 
Council had given it as their opinion that clerks could 
not be considered as being “іп practice," and therefore 
were not entitled to a certificate. As, therefore, the 
question cannot be decided by the bye-laws, it would 
appear that nothing but the decision of a court of law 
can settle the difference of opinion as to which is the 
correct interpretation 

Yours, &c., 

ONE WHO KNOWS. 


London, Noo. 16th, 1881. 
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PAYING WAGES BY CHEQUE 


T is an accepted principle in law that по Act of Parliament 
| inoperative merely because it has fallen into desuet- 

ude. Thus when an enterprising commercial company recently 
formulated a scheme to pay its workers’ wages by cheque, it came 
up against the all but forgotten prohibitive provisions of the 
Truck Acts which, however necessary they may have been 
when they were promulgated, are no longer appropriate to 
present-day industrial conditions. 'The authoritative article 
elsewhere in this issue describing the origins and purpose of the 
Truck Acts makes it clear that this obsolete piece of legislation 
is standing in the way of what, on paper at any rate, seems to be 
a sensible reform. 

'The main advantages put forward by those who advocate paying 
all wages by cheque are that the possibility of *wages robberies' 
would be eliminated and that the work and, consequently, the 
cost. of wages departments would be much reduced. The first 
of these is, in itself, a sufficient justification for the introduction 
of the practice but, on closer examination, the second is perhaps 
more apparent than real. The work of putting the notes and coins 
into the workers’ pockets would not be dispensed with but would 
simply be transferred from the companies’ wages departments 
to the banks and to those obliging tradesmen who could be induced 
to cash cheques. And is there any reason to suppose that the 
worker who, at present, gets his pay packet containing negotiable 
currency handed:to him in his employer's time on Friday afternoon 
would take kindly to joining a long queue at his bank or butcher's 
in his own time on Saturday morning in order to convert his 
cheque into spendable form? Alternatively, if each worker opened 
a bank account, the number of additional cheques to be cleared 
and transfers to be made in the course of a year would run into 
many hundreds of millions. The banks, naturally, would expect 
to be remunerated adequately for these extra services – the 
provision of which, in the case of smaller branches in industrial 
areas, would almost certainly entail a considerable reorganization 
and extension of existing facilities — and, again, would the workers 
be willing to accept the charge therefor which would be debited 
to their accounts? 

Given goodwill, these difficulties – which are problems of 

e practice rather than of principle — should be surmounted but they 
will certainly provide food for lively discussion at the consultations 
on the subject which are likely to take place shortly between 
representatives of the Government, the 'Trades Union Congress 
and employers’ organizations. It is sometimes the simplest changes 
which necessitate the greatest amount of forethought in order to 
make them thoroughly workable. • 
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THE TRUCK ACTS AND PAYMENT OF и 


by SPENCER С. MAURICE 


HE abandonment by Pye Ltd of a 
scheme to pay weekly wages to its manual 
"workers by cheque! draws attention to 


certain statutory provisions which, no matter 


how necessary they were at the time when they 
originated, are now outdated and out of keeping 
with the position of the manual worker in modern 
society. Seeking to economize in the time required 
for the making up of weekly wage packets, Pye 
Ltd put into operation the scheme referred to, 
only to be compelled to abandon it because they 
were advised that such à method of payment 
might well be illegal as gonteemy to the provisions 
of the Truck Act, 1831. 


.. Origin of the Truck Acts 
The practice of truck, or barter, has a good deal 
to commend it, but at a time when the labouring 
man was under the domination of his master, 
and without the wide measure of protection which 
the trade unions give him today, it was open to- 
abuse, which was in fact rife. An employer, 
instead’ of paying his employee in ‘coin of the 
realm, would compel him to take a part of his 


wage in goods. While payment in goods was not : 


of” itself basically objectionable, because- the: 
employer.by buying goods in bulk could let his 
employees have them at prices less than the prices 
prevailing in the retail shops, in practise em- 
ployers all too often took a retailer's profit and 
the employee, so far from receiving cheap goods 
of sound quality, frequently had foisted on: to 
him inferior goods at inflated prices. Commonly 
the method employed was for the master to run 
a ‘tommy shop’ to which thé servant was com-- 
pelled to resort for the greater part of his needs 


becáuse he received a large proportion of his: 


wages in the form of vouchers which could only: 
be used in exchange for goods offered at the 
‘tommy shop’. 

> "To combat the abuse; Parlament at an. ics 
date intervened, but the ‘basis of the modern law 
is to. be found in the Truck Act, 1831, which 
consolidated earlier enactments. The object. of 


hibit in certain trades the payment of wages in 


goods, or otherwise than іп the current coin of ^ 


the realm. Since 1831 several other Truck Acts 
have been passed, adding to and amending the 


Act of 1831. These Acts are.of general applica- - 


а 
1 See Tha Accountant, dated: September 29, 1956. 


((1878): 5 R. 
that Act, as set out in its preamble, was to pro-. had 


tion, but in the case of the hosiery trade there are 
special statutory provisions contained in the 
Hem Manufacture (Wages) Act, те 


Who аге Within the Acts? 


The Act of 1831 was originally limited in its 
application to ‘artificers’. Today it has a much 
wider application – broadly speaking, to every- 
one engaged in manual labour, provided that that 
is his real and substantial work. This is the result 
of the application to the Truck Acts, by Section 2 
of the Truck Amendment Асе, 1887, of the 
definition of the expression ‘workman’ in Sec- 
tion 10 of the Employers and Workmen Act, 
1875. By virtue of that section, ‘workman’ 
includes any person, other than a domestic or 
menial servant – that is, one who works intra 
moenia, within the walls of his master’s dwelling — 
who..being a labourer, servant in husbandry, 
journeyman, artificer, handicraftsman, miner, or 
engaged in any kind of manual labour ejusdem 
generis with those mentioned, has entered. into or 
works under a contract with an employer."Such 
contract may be express or implied, oral or.in 


"writing, or a contract of service or a contract 


personally to execute апу. work or labour. Age 
is immaterial. So also, it seems, is the degree of. 


‘manual skill involved. - 


` A number of cases has come before the Courts 
on the question whether or not a person was a 
manual labourer within the meaning of the Acts, 
and the decisions suggest that the test to be 
applied in answering the question is: In doing the 
work in question, which plays.the more important 
part, head or hands? If the former, the-pérson 


. concerned will not be within the Acts; if the 
latter, he will. But the test is not always easy to 
“apply, as: the cases show; thus in England 


(Morgan `v. London General Omnibus Co Ltd 
((1881) 13 Q.B.D. 832)) an omnibus conductor 


-has been held to be outside Section 10 of the 


Employers and Workmen Act, 1875, although iri 
Scotland. (Wilson v. Glasgow Tramways Co Ltd 
C.S.) 981)) а tramcar conductor 
been held to be within it. The problem is 
complicated. by the fact that ‘manual labour’, 
which is variously defined in other Acts, is not 
in the Truck Acts defined at all. ‘Wages’ and 
‘contract? are so exhaustively deisel m in Seci 
tion 25 of the Truck Act, 1831, as seemingly to 


‘exclude the possibility of any case being taken 


November 24th, 1956 


outside the Acts by virtue only of the nature of 
the arrangement made between employer and 
employee or the manner of payment agreed 
upon: the Legislature was evidently determined 
to prevent any evasion of the Ácts by means of 
informal arrangements. 


Contract to Pay in Kind Illegal 

Section 1 of the Act of 1831 renders illegal, null 
and void any contract which provides for the 
payment to a workman of his wages or any part 
of them otherwise than in current coin of the 
realm, but Section 8 nevertheless permits pay- 
ment to be made in bank-notes or in cheques 
on a bank licensed to issue bank-notes within 
fifteen miles of the place of payment, or contracts 
for payment in such form, if the workman freely 
consents thereto. 

Since English and Welsh bankers are no longer 
permitted to issue their own notes, the Bank of 
England having the exclusive right of note issue 
in England and*Wales,' this provision in so far 
as it relates to cheques, appears today to be of no 
effect so far as England and Wales are concerned, 
and one may suppose that Pye Ltd were so 
advised and that it was for that reason that they 
abandoned their intentions: possibly the position 
in Scotland is otherwise. 

Section 2, a n corollary to Section i, 
makes equally illegal, null and void an agree- 
ment by which provision is made respecting the 
place where, or the manner in which, or the 
person or persons with whom, the whole or any 
part of the wages are to be expended: this section 
was clearly framed to prevent the workman 
being compelled to spend his earnings in the 
‘tommy shop’. Section 6 of the Truck Amend- 
ment Act, 1887, prohibits an employer from 
imposing any such provision as a condition for 
the employment of any workman and from dis- 
missing any workman on account of the place, 
manner or person in which or with whom any 
wages paid by him to such workman are or are 
not expended. 


. Deductions Permitted 
On the other hand, the Acts make legal a number 
of deductions and contracts for such deductions: 
for example, Section 23 of the, Асі of 1831 
authorizes deductions in respect of food prepared 
under the employer's roof and there consumed 
by the workman and the rent of premises demised 
to the workman. In all such cases the prior 
written ‘agreement of the employee must be 
obtained. Section 9 of the Act of 1887 provides 
that where deductions are made for medicine, 
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medical attendance, tools or education, the deduc- 
tions must be submitted at least yearly for audit 
by two auditors appointed by the workmen from 
whose wages the deductions have been made. 
Section 3 of the Act of 1896 requires that written 
particulars be given to a workman of materials 
supplied to him and of deductions made in 
respect thereof. 

Section 4 of the Act of 1887 makes legal a 
contract with a servant in husbandry for giving 
him food, non-intoxicating drink, a cottage, or 
other allowances or privileges as remuneration. ЈЕ 
is clear from Davies v. Lord Berwick ((1861) 
3 E. & E. 549) that the term 'servant in hus- 
bandry' includes the ordinary farm labourer, 
though not a person employed on a farm as a 
bailiff or superintendent. 
` From the very circumstances of his occupation 
there is today probably more likelihood of an 
agricultural worker being. remunerated in kind 
than any other type of employee, and the fact 
that such a method of remuneration, within 
limits, is advantageous to him seems to be 


recognized by this section. In fact, it seems that 


goods and services of any kind — except, appar- 
ently, intoxicating drink – capable of definition 

as ‘allowances’ or ‘privileges’ can be given by way 
of remuneration, provided only that the employee 
consents, but with the prevalent shortage of men 
willing to work on the land – a shortage which 
seems likely to continue —to say nothing of the 
strength of the agricultural unions, the danger of 
farmers abusing the system of truck appears to 
be.negligible. 

Fines 


By virtue of Sections 1 and 2 of the Truck 
Act, 1896, deductions may be made for fines in 
respect of acts or omissions likely to cause damage 
or loss to the employer or interruption to his 
business, or in respect of damage to goods, to 
the amount of the actual or estimated damage. 
Such a deduction may be made only in pursuance. 
of a contract, written particulars of the acts or 
omissions for which it is made, and the amount 
thereof must be supplied to the workman, and it 
must be fair and reasonable having regard to all 
the circumstances of the case. The fact that a 
workman has incurred a fine does not, as was held 
in Buxton Lime Firms Co v. Horne ([1900] 2 Q.B. 
232), mean that the employer is precluded from 
proceeding against him for a penalty or damages 
under the Employers and Workmen Act, 1875. 

In the Irish case of Deane v. Wilson ([1996] 
2 LR. 405) it was held that non-payment of a 
bonus awarded for fàll attendance was not a fine. 
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By virtue of Section 9 of the Act of 1896, 
the Minister of Labour and National Service, by 
order laid before both Houses of Parliament 
(by either of whom it may within forty days be 
annulled), may grant exemption from the pro- 
visions as to certain deductions and also as to 
fines, if he is satisfied that such provisions are 
in any particular case unnecessary for the protec- 
tion of workmen. Orders under this section have 
been made in respect of certain industries in the 
_ North of England. 


Payments in Kind Illegal 

Section 3 of the Act of 1831 renders illegal, null 
and void a payment of or in respect of wages 
made by an employer to a workman in the form 
of goods, or otherwise than in current coin of 
the realm, and in Wilson v. Cookson: Fisher v. 
Jones ((1863) 13 С.В. (N.S.) 496) it was held 
that this was the case even though the workman 
had an option to receive cash and chose to take 
goods instead. 

А scheme whereby the employees of a limited 
company received a part of their wages in the 
form of shares in the company was held illegal 
by the Court of Appeal in Kenyon v. Darwen 
Cotton Manufacturing Co Ltd ([1936] 2 K.B. 
193). On the other hand, payments made to a 
third party at the workman's instance are as 
much payments to the workman as if he had been 
paid in current coin of the realm. Thus in Hewlett 
v. Allen ((1894) A.C. 383), where it was a rule of 
the respondent employer's factory, to which the 
appellant employee agreed, that 'all employees 
will have to become members of the sick .and 
accident club', which had been established for the 
benefit of the respondent's employees, the House 
of Lords held that there was no breach of the 
Truck Acts by reason of weekly deductions from 
the appellant's wages, in which she acquiesced, 
being paid into a separate fund by the respondent 
through the treasurer of the fund. 

By virtue of Section 4 of the Act of 1831, a 
workman may recover from his employer the 
whole or so much of his wages as has not been 
actually paid in current coin of the realm. Sec- 
tions 9 and 10 of the Áct of 1831 and Sections 11, 
12 and 13 of the Act of 1887 prescribe penalties 
for contravention by employers of the provisions 
of the Acts. It was held in Wilson v. Cookson: 
Fisher о. Jones (supra) that the liability to a 
penalty remains even though the employer has 
already been required to pay in cash a sum which 
he has previously paid in goods. The duty of 
enforcing the Acts is pees upon pa and 
mine inspectors. 
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Should the Acts be Repealed ? 


Shortly after Pye Ltd abandoned its scheme to 
pay wages by cheque, the Leicester Area Com- 
mittee of the National Union of Manufacturers at 
their annual general meeting passed a resolution? 
unanimously urging the Government to amend 
Section 3 of the Truck Act, 1831, so as to enable 
employers to pay wages by cheque, and emphasiz- 
ing the danger of cashiers laden with cash for 
wages being robbed. Enough has been said above 
to make it clear that an amendment of Section 3 
in these terms would necessitate amendment of 
some, at least, of the other provisions dealing 
with truck. The legal correspondent of The 
Financial Times? has advocated the repeal of the 
Truck Acts i toto, and in all the circumstances, 
such a proposal does not appear too revolution- 
ary: it has, moreover, the merit of simplicity. . 
That the matter has not gone unheeded by the 
Government is apparent from the reply given by 
the Chancellor of the Exchequer to a question 
put to him in the House of Сопићолз on Novem- 
ber 13th, 1956.2 Referring to it as ‘a rather 
complicated legal question’, he said that he was 
having the matter looked at as a matter of 
urgency and was in consultation with the Minister. 
of Labour about it. The Chancellor pointed out 
that they would have to consult the Trades 
Union Congress and others, but said that if it 
was at all possible he personally would like to see 
a rather obsolete rule of the law done away with 


-and more modern methods adopted. He added 


that the matter could only be dealt with by 
general agreement and with proper protection to 
secure that nothing went wrong. 

It may be thought that the matter is not so 
complicated as the Chancellor evidently fears — at 
least there would appear to be no complication if it 
could be dealt with by total repeal of the Acts ~ 
and that there is really very little danger of 
anything going wrong. So far as employers are 
concerned, there is clearly nothing to commend 
the retention of any part of the truck legislation. 
It is perhaps too much to hope that repeal 
could be carried through without the opposition 
of the trade unions; but now that it is they, 
and not the employers, who have the whip 
hand, can they in all honesty argue that the 
protection aff$rded by the Truck Acts is still 
necessary or, indeed, that they serve any useful 
purpose at all? 


1As reported in The Times, September 18th, 1956. 
3 September sth, 1956. 
» Hansard, Novetnber 13th, 1956, Oral Answers. Col. 737. 
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AUSTRALASIAN COMMENTARY — XXIII | 


Professional Topics in Australia and New Zealand 


by 8. R. BROWN, LL.B., Е СА (АОЅТ.) 
The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 
accounting and company law. 


Accountants as Directors 

N July, the New South Wales Division of 

the Australian Chartered Accountants’ Re- 

search Society held its annual congress and 
one of the papers submitted dealt with the 
responsibilities and liabilities of the chartered 
accountant in practice. Prepared by a panel con- 
sisting of Messrs A. B. Cleland, B.Ec., F.C.A.(AUST.), 
С. A. Gray, F.C.A(AUST.), and J. Е, Weyland, 
F.C.A.(AUST.), this paper considered, among other 
things, the appointment of accountants as com- 
pany directors. 'T'he panel expressed the view that 
before accepting an invitation to join a board, 
the accountant,should satisfy himself that his 
appointment will not be in conflict with or 
detrimental to any other interests or demands 
of his practice. Said the panel: 

*We are informed that certain firms of account- 
ants do not permit their partners or employees to 
act as.company directors and will accept appoint- 
ments only as consultants to a board, and whilst 
there may be much to be said in support of this 
stand, it seems to us that its universal application 
would leave a serious gap in company adminis- 
tration.' 


The view was also expressed that (apart from his | 


statutory duties) the primary function of an 
accountant acting on a board is to concern himself 
with the company's accounting and financial 
control and the validity of its accounts. 


Company Take-overs 

There has been considerable discussion in 
Australia during the last twelve months on the 
question whether legislation should be intro- 
duced to control company take-overs. This has 
arisen due to the numerous offers made direct to 
shareholders. The editor of The Australian 
Accountant, reports that the Stock Exchange of 
Melbourne has informed the Victorian Govern- 
ment that it considers such actiop ‘could prove 
unduly restrictive to the ordinary operations of 
companies and could lead to undesirable subter- 
fuges’. It has therefore circularized listed com- 
panies, suggesting steps which should be taken 
in making or receiving a take-over offer. 

Among the recommendations is one whereby 
a company making such an offer is«sked to warn 


the directors of the company to be taken over of 
its intention to make an offer, asking them 
whether they will indicate either that they will 
recommend the offer to their shareholders or 
that they will not object to the offeror company 


making the offer direct to shareholders. If and 


when the offering company approaches the 
Shareholders of the other company, it is to 
indicate the attitude of that company's dieu 


3 Director of Research 
The Institute of Chartered Accountants in 
Australia has announced the appointment of 
Professor Mary E. Murphy as the first director 
of the Australian Chartered Accountants! Re- 
search and Service Foundation.! Plans have been 
made to incorporate the Foundation in Canberra 
but its headquarters will be in Sydney. The 
activities will be guided and controlled by a 
management committee of'practising chartered 
accountants. | 

- Interim Reports 
The Stock Exchange of Melbourne reports that 


only about 70 per cent of listed companies 


provided interim reports to shareholders during 
1955. The Exchange believes that developments 
of such importance can occur between annual 
accounts, that shareholders deserve at least one 


-interim report, even if it only assures them that 


nothing unusual is happening. In circularizing 
listed companies, the Exchange has emphasized 
the significance of such interim reports, asking 
for them to be issued as soon as possible after 
the conclusion of the half-year. While leaving 
scope for variations arising from different types 
of business, it is suggested that such reports 
should compare the volume of sales with that 
of the corresponding period of the previous year, 
state any unusual factors affecting the. earning 
capacity of the company, and, in the case of 
mining companies, provide a factual statement 
of production and development. (The Australian 
Accountant, July.) 


Export Payments Insurance 
A singular statute, the Export Payments Insur- 
ance Corporation Act, 1956, has brought into 


а У ан и On; M M DNO 
1 See The Accountant, dated June 9th, 1956. 
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' existence а new corporation in Australia. Passed 
by the Commonwealth Parliament in June, the 
Act aims at encouraging Australian manu- 
facturers to venture into, and extend existing 


export fields. The corporation is to carry on · 


business per medium of insurance contracts 
which are for the benefit of persons carrying on 
business in Australia and the risks insured against 
must be those of monetary loss or monetary 
detriment attributable to circumstances outside 
the control of the person suffering the loss and 
resulting from failure to receive payment in 
connection with or arising out of acts or trans- 
actions in the course of, or for the purpose of, 
trade with countries outside Australia. 


Honours in Accounting 


Approval has recently been given for the intro- 
duction of an honours school in accounting with 
the faculty of economics of the University of 
Sydney. This is designed to lead to a degree of 
Bachelor of Economics with Honours. To be 
taken concurrently with the pass courses, the 
honours course will provide an opportunity to 
study the subject at greater length and depth and 
to consider some of the marginal problems, 
undeveloped, areas -and special applications of 
accounting. 
Trust Audits 
An interesting change has been made in Victoria 
in the law relating to the audit of solicitors’ trust 
accounts. The responsibility for deciding whether 
a deficiency in a solicitor’s trust accounts is due 
to inadvertence (or some other circumstance for 
which the solicitor ought fairly to be excused) 
now rests with the Council of the Law Institute, 
instead of with the auditor as formerly. In con- 
sequence of this, the form of the auditor’s report, 
_prescribed by the Solicitors (Audit and Practising 
Certificate) Rules, has been amended. Paragraph 
6 of the auditor’s report is now required to be 
in one of the following three forms: 
(6) That there was not so far as shown by the said 
audit at any time during the period of the audit 
any deficiency in the trust accounts of the said 


Besheesseccevessesoreezsssetosesateenecbouooeseconesoaceveoocaae 


or 
(6) That there was on (or pa the ciae 
ООУР БАРУТ usua 19...... 
a deficiency of Х..................... , more or less, 
in the trust bank account of the said............... 
or E 
(6) That there was on (or about) the.................. 
day. (o£. diese ces guest cas A E iuh 19...... 
a deficiency of Х..................... , Inore or less, 


in the trust bank accoun*of the said............... 
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TUR and the amount of the deficiency wa: 
restored before the date of this report. Suck 
deficiency arose in the following circumstance: 
(here set out the circumstances causing oi 
contributing to the deficiency). 


Accountants and Taxation 

Pointing out that lawyers are just as likely tc 
cause friction in the taxation field as are account- 
ants, Professor R. W. Baker, LL.B., B.C.L., B.LITT., 
Dean of Law, University of Tasmania, has 
suggested a five-point proposal for the avoidance 
of unpleasentness arising from intrusion into 
the taxation field of either lawyers or accountants. 
Firstly, said Professor Baker, accountants must 
be scrupulous in keeping to accountants’ work 
and the lawyer must be equally scrupulous in 
keeping to his, Second, lawyers should encourage 
their clients to seek the advice of qualified public 
accountants when accounting problems arise anc 
similarly accountants should encourage client: 
to seek advice from lawyers whetever legal ques- 
tions are presented. ‘Third, both professions 
should complement each other in respect oi 
business advice relating to objections to assess. 
ments, estate planning, superannuation schemes 
valuation of shares in private companies fo: 
purpose of probate, and so on. Fourth, emotiona 
sensitivity and professional jealousy must b« 
kept to a minimum, and lastly, joint conference: 
should be held with frank and open discussion 
(The Australian Accountant, August.) 


Cheque Endorsements 

The Parliamentary and Laws Committee o: 
The Australian Society of Accountants ha: 
reported that it has considered the desirability 
of the Society endeavouring to have the pro- 
visions of the Bills of Exchange Act simplified 
particularly in relation to the endorsement o! 
cheques. Consideration was given to commercial 
legal and accounting implications of amending 
the law relating to the endorsement of cheques. 

The committee reached the conclusions that 
the Act had worked satisfactorily since its intro- 
duction in 1909; that, as legislation short ој 
complete prohibition on the drawing of cheque: 
payable to order was unlikely to change tht 
present practfce, the manner in which cheques 
should be drawn was a matter on which the bank: 
could advise their customers; and that, should 
any specific amendment be suggested, the Society 
could express its opinion on their desirability 
These conclusions were endorsed by Genera 
Council.  . 
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OBJECTS OF MANAGEMENT ACCOUNTING 


VIEWS OF A PRACTISING ACCOUNTANT 
by J. D. GREEN, F.C.A. 


Second World War, so much has been said 

and written on the subject of management 
accounting that it is impossible to say anything which 
has not at some time and in some place been said 
before by others. I am, therefore, obliged to utilize the 
time in touching lightly upon the 
objects of management account- 
ing as I see them and the manner 
in which those objects may be 
attained. 

Before plunging into the 
subject, let us just pause for a 
moment to look at the history 
of this development in the sphere 
of accounting. Only in the latter 
half of the last century has the 
accountancy profession really 
grown up, following, presum- 
ably, hard on the heels of the 
industrial revolution with its 
large expansion in commercial 
and industrial activity. But in 
this earlier accounting, 
the emphasis was always on the 
historical aspect and it is only 
since 1930 or thereabouts that 
the emphasis has changed to 
that of the control aspect. Thus, 
these techniques really 
had their birth only in the last 
twenty-five years. 

The six years of the war 
tended to push this struggling infant into the back- 
ground when those who were carrying on professional 
work were largely concerned with ‘cost-plus’ contracts 
and other strange devices, doubtless devised for 
the protection of the long-suffering taxpayer, but 
in truth providing an accountant’s paradise in the 
negotiation of settlements with this or that Govern- 
ment department. 

The early years after the war provided, for most 
commercial and industrial enterprises, a strangely 
unreal paradise which we called ‘the sellers’ market’, 
when ex-service gratuities and high wages provided 
for students a classic example of ‘too much money 
chasing too few goods’. Almost anything that could 
be produced could be sold at almost any price, at any 
rate in the home market, and accurate cost control 
was a necessity only for comparatively few concerns. 


р, the years since the end of the 
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But this state of affairs never continues for ever and 
for many, a day of reckoning came in 1951 when 
almost overnight numerous businesses found the 
pattern of their trade changing, and changing so 
drastically that accurate cost control became sud- 
denly a necessity. This, I think, is one of the main 
contributory factors in the wide- 
spread interest in management 
accounting; an interest which 
happened to coincide roughly 
with the production of the 
Anglo-American Productivity 
Council’s Report on ‘Manage- 
ment Accounting”, in Novem- 
ber 1950, and which became a 
*best seller' in the next year. 

Some of you may remember 
that one outstanding fact 
emphasized in that report was 
that while the techniques of 
management accounting were 
as well known and understood 
here as in America, the practice 
of these techniques was not 
nearly so widespread here and 
was, in fact, confined mainly to 
the larger enterprises. 

Since the time when that 
report was published, the interest 
in the subject has been con- 
tinually expanding. Many 
pamphlets and books have been 
produced on the subject, 
lectures have been delivered far and wide and earlier 
this year the British Institute of Management 
organized a conference which was attended by 650 
delegates solely for the purpose of discussing 
together various aspects of accounting for manage- 
ment. 

As I now proceed to the subject, I hope you will 
remember that I am a practising accountant and 
that my remarks are directed somewhat towards 
those who are in professional practice or who are 
in the offices of practising accountants. I make 
no apology for this because I sincerely believe 
that as a body we have a great deal of leeway to 
make up in regard to the attention we give to this 
subject and we have allowed all sorts of people 
to usurp from us a function which we should be 
particularly well qualified to fulfil. 

Only recently, a lecturer to one of our kindred 
bodies specializing rather more in this field, remarked: 

‘A practising accountant has a great advantage 
1 See The Accountant, dated November 18th, 1950. 
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over the consultant in that he usually has an 
intimate knowledge of the circumstances and back- 
ground of the organization. It is, perhaps, unfortun- 
ate that in the main practising accountants have not 
xegarded detailed advising on management, organiza- 
tional or even internal accounting problems, as 
within their scope, except in so far as these are 
directly related to audit or financial accounting 
requirements. There is a very large field, particularly 
among the smaller organizations, where the 
practising accountant's intimate knowledge of his 
client's affairs would enable him to act as a very 
useful agency for investigation and reorganization. 
But, unfortunately, in general terms, practising 
accountants are not always fully conversant with 
up-to-date methods and are thus unable to give the 
necessary advice. I, personally, feel that the 
practising accountant has, in the last few years, 
lost a great opportunity of broadening the services 
which he can give to his clients; there are many 
small firms which cannot afford the heavy fees 
usually charged by management consultants and 
who would have welcomed advice and assistance 
from their accountant had he been in a position to 
help them.' 
In general, these comments must be acknowledged as 
justified and I, for one, hope that every possible 
step will be taken to remedy this situation so that as a 
profession we may be able to offer expert guidance to 
our clients in a technique which is increasingly 
acknowledged as a valuable contribution to successful 
management. And may I say, in passing, that while I 
respect the views of those who have launched 
‘satellites’ through which to operate this kind of 
consultancy service, I nail my flag to the mast with 
those who prefer the service to be an integral part of 
their services as practising chartered accountants. 


What Is Management Accounting 2 · 


In the excellent little introductory pamphlet pub- 
lished by Тће Institute of Chartered Accountants in 
England and Wales, in June 1954, it is stated that: 
*Any form of accounting which enables a business 
to be conducted more efficiently can be regarded as 
management accounting.’ 
While this may sound to some a good generalization, 
[ would commend the definition to you and I hope 
roughout our conference it will not be lost sight of 
n the jungle of some of the specialized techniques to 
Which some tend to give their attention to the exclu- 
iion of all else. 

If we accept this definition, it follows that manage- 
nent accounting is, like work study, of universal 
ipplication and not like some forms of accounting, 
‘onstrained by things like the Eighth Schedule. 

But the description of management accounting 
which I still prefer myself was contained on the fly- 
iheet of the Anglo-American Council's Productivity 
Report on ‘Management accounting’, where we read: 

‘Management accountancy is the presentation of 
accounting information in such a way as to assist 
management in the creation o$ policy and in the day- 
to-day operation of an undertaking. 
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“The technique of accountancy is of extreme 
importance because it works in the most nearly 
universal medium available for the expression of 
facts, so that facts of great diversity can be repre- 
sented in the same picture. It is not the production 
of these pictures that is a function of management, 
but the use of them.’ 

This, I think, is a clear summary of the matter which 
will be understood by all. 


The Techniques of Management Accounting 


I think it would be agreed that, in general terms, the 
techniques of management accounting are: cash 
forecasting; stock control; budgetary control; standard ` 
costing; and marginal costing. 

While these may be said to be the generally 
accepted techniques of management accounting, 
it should not be overlooked that management 
accounting will also make use of what we know as 
financial accounting and forms of cost accounting 
other than standard costing. 

I have already said that management accounting is 
of universal application, but whether all the techniques 
enumerated are of universal application is, perhaps, 
open to question. 

It has been stated by some of the best authorities 
that standard costing is equally suitable for applica- 
tion in the mass production factory or in the building 
of a giant liner like the Queen Elizabeth, but while I 
think this may be literally true, circumstances do 
undoubtedly arise where the more old-fashioned 
forms of cost accounting may be the only satisfactory 
basis for a perfectly efficient system of management 
accounting. 


How are the Techniques Applied? 


Let us for a moment consider the techniques in the 
order in which I have given them. 


Cash forecasting 
Although it is often given scant attention in con- 
sidering the subject of management accounting, 
cash forecasting is, in my opinion, a very essential 
part of any good system of management accounting. 
So important do I consider it, that I was tempted to 
call this part of my talk ‘Running out of money’. 
Along with failure to make a profit, this is one of the 
main difficulties which might beset a business. This 
technique I would commend at any time, but at the 
present time when so many are affected by the 
‘squeezing’ activities of the Chancellor of the Ex- 
chequer, I expect it would be more readily accepted. 
How the forecasting is carried out, and for what 
period in адуарсе, are matters which are dictated 
largely by the size and complexity of the business and 
the magnitude of the commitments. These matters 
may also be influenced by other equally important 
considerations such as seasonal fluctuations in trade. 
Most of us in practice will have had intimate 
experience of the business which seems to be 
perpetually short of working capital and as a conse- 
quence moves in uneasy jerks from one crisis to 
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another. While this condition sometimes stems from 
an insufficiency of permanent capital it is not 
оаа а consequence of over-trading and 

ubles can easily arise if the manager tries to run 
too big а turnover upon inadequate working capital. 
Unless expansion is to be throttled for lack of funds, 
due warning must be given when the situation is 
going to become difficult. 

To look ahead and build up a forecast of the bank 
balance during the coming months requires nothing 
more than a reasonably detailed knowledge of the 
business concerned and a fair measure of common 
sense, plus some knowledge of the likely effect of 
current policy on future requirements. This really is 
all that is necessary in the smaller businesses, 
though, of course, in the giants of industry, the matter 
is much more complex because of the magnitude of 
capital and replacement expenditure programmes 
which usually make it necessary to forecast, not in 
months only, but often in years. 

Tt is à matter which should not present undue 
difficulty for experienced accountants, but is one 
which in my experience is all too often overlooked. 

Other forecastigg is also essential for good manage- 
ment accounting, mainly in connection with 
budgetary contro "о which I shall refer later. 


Stock control 

Good management accounting requires an effective 
and efficient system "of stock control To those 
engaged in management accounting this may sound 
obvious, but in my experience it is a point which has 
often been overlooked and the consequences have 
proved something of a bitter pill. Profits can be 
overstated to a quite considerable extent and the 
investment in stock may be at a level far above that 
which is really necessary – an obvious misuse of 
working capital. 

Those in direct charge must accept responsibility 
for controlling the level of stocks and work in pro- 
gress, but the records can be arranged to assist them 
or to measure the effectiveness of their work. 

The degree of detail recorded depends on the 
circumstances of the case, and the matter will repay 
some careful study. To some extent, the degree of 
detail which can be recorded economically is depend- 
ent on the mechanical aids which are available. If a 
punched-card installation can be used, the amount of 


recording is not likely to present much problem. 


though care should be exercised to ensure that the 
system does not run riot, 

Most forms of management accounting are, in my 
experience, greatly facilitated by some forms of 
mechanical aid and you will all be cgnscious of the 
ever-increasing use of keyboard accounting machines, 
which certainly offer considerable scope in stock 
control if equipment is acquired with an adequate 
number of accumulating registers. 


Budgetary control 


At thia point we enter ground which will be familiar 
to all, either from actual practice or from the bits and 
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pieces which have been either read or heard on the 
subject of management accounting: 

Probably because we find it so often in close 
partnership with standard costing, the two subjects 
seem often to be treated as though they were only 
one. This, I suggest, is not the case, and budgetary 
control can make a valuable contribution to effective 
management even where standard costing is not 
appropriate as, for instance, in some service industries 
not involving any manufacturing processes. 

For businesses which have never prepared a 
budget, the exercise of doing so will, of itself, be 
stimulating, since to be effective, the budget must 
cover all fields of activity. 

Reference has already been made to cash fore- 
casting, which is an important phase in the compila- 
tion of comprehensive budgets. 

Depending on the nature and complexity of the 
business, it may or may not be necessary to prepare 
separately a capital expenditure budget. It is a matter 
which is very often avoided because of its complexity 
and I must admit that the compilation of effective 
capital expenditure budgets is generally beyond the 
capacity of other than ified accountants. The 
reason for this is that to be effective the budget 
must enable comparisons to be made with the 
position if the business were to continue with the 
existing facilities. Furthermore, it is likely that 
estimates of product costs may be required on the 
basis of the proposed expenditure if the expenditure 
is to enable the business to enter new fields of 
activity. This, Perhaps, serves to emphasize the 
importance of particular function and for the 
numerous businesses in which qualified personnel 
are not employed, the practising accountant could 
offer a valuable contribution. 

The operating budget is the matter to which 
attention should next be given. Clearly this falls into 
two main divisions, ones we all understand, namely, 
revenue and 

The preparation of the revenue budget is often an 
illuminating experience in the smaller business. It 
may well be found that scant attention has been given 
to relative profitability of different products. Manu- 
facturing policy is changed frequently without 
adequate attention being given to the causes of 
fluctuating demand and yet, basically, there can be 
very few successful businesses which live entirely 
from day to day, however much it may seem like it. 

Briefly then, the revenue budget should be based on 
a careful consideration of the following factors: 
(1) volume of sales; (2) mixture of sales; (3) estimated 
selling prices. 

The information being collected under these heads 
may arise from various sources. In some smaller 
businesses it may be largely based on a manager’s or 
pore ‘hunch’. Some people may be good at 

unches, but most are not; and only the extremely 
lucky ones are good at this sort of thing all the time. 
In more elaborately o concerns it may arise 
out of a proper conference of the sales force. While 


538 


the latter. method. may, in theory, appear.to be the 
more reliable, it is not always so, since travellers in 
confererice may be influenced by а variety of factors 
such as ‘sales- targets’, ‘quotas’ etc., and, of course, 
that little matter.of personal prestige! . ; 

Not infrequently:it may be found that in. preparing 
the. sales budget, the sales staff wish to add to the 
existing product Ипелођгоадел the range of products 
available for sale, and so strengthen their competitive 
position, Such. recommendations should be carefully 
examined and:.a decision reached as to whether the 
long-term outlóok and: the probable unit volume and 
selling:-pfice :and «cost. justify зераш of the 
recommendations. 
~ »-Fürthermore, the estimate of sales in NN and 
mixture. must be related to productive capacity which 
may easily be a controlling factor in popular lines. 
If.limitations have to be imposed’on certain lines, а 
review of the próposed mixture of sales should be 
аи to.see if any other lines can profitably be 

ed up. 

it were a fact that the fixed cost of all products 
weré uniform, then clearly. the mixture. of products 
in the sales budget would only be of significance in 
relation to manufacturing capacity, but such is 
really never the case and thus the contemplated 
mixture of products in the budget of sales is of 
' significance and must be clearly recorded. 
· Having then estimated quantitatively the volume 
and mixture of contemplated sales, it is necessary to 
turn these quantities to money values by the applica- 
tion of estimated: prices. 

- You may remember that at the conference in 
Oxford earlier this yet, Mr Hodgson? reminded us 
that: . 


‘In practice it is difficult to get people to admit 
* that anything can be done about selling prices, or 
-that any adjustment to the product range could be 
desirable.” . 


But one of the main objectives in any good system of 
management accounting must be to bring out the 
relative profitability of different lines so that their 
separate contribution to profit earning ораси. of 
the business may be clearly seen. 

' The next major step is to set budgets over the 
whole range of expenditure incurred by the business. 
This work is considerably simplified by the prepara- 
tion of a code of accounts. 

We must all be familiar with the generally | hap- 
hazard set-up of expense accounts in the average 
nominal ledger. To facilitate comparison of actual 
expenses with budgets, these accounts must at least 
be grouped under logical headings, and if the pro- 
cesses are numerous or involved it will generally be 
found advantageous to deal with the matter compre- 
hensively and set up a proper expense code, designed 
specifically to meet the needs of the proposed scheme. 


1 ‘Installation of Man et Accounting in a Smail 
Business’, СА Mr Harry D, Е.С.А., F.C.W.A., repro- 
duced in M diim of је 28th and August 11th, 
1956. 
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The actual setting of the budgets requires some 

care and .not a little patience. Frequently they are 
based on what the expense was last year, and then 
when it is pointed out that some conditions are. not 
the same as they were last year, there follows some- 
thing we sometimes call a 'guesstimation' which may 
be either optimistic or pessimistic. The object should 
be to set figures which represent the likeliest level of 
expense and we should not be too disheartened if the 
first attempts should prove to be a little wide of the 
mark. It is better to make готе estimate of expense, 
even though it proves to be wrong, than not to make 
the attempt at all. One can then make а better 
estimate next year. - 
. The budgets when established should be properly 
recorded in full detail to facilitate reference later. 
They should then be allocated to departments (which 
will frequently follow the accounts coding) and then 
the departmental totals should. be split to the various 
processes within each department. This can be quite 
a complicated process which can call for. a. lot: of 
research, and close attention should be given to the 
degree of split appropri to the business, I suppose 
in this matter all of us engaged in this field will have 
met cases where the degree of analysis attempted has 
been so great as to defeat the ultimate success of the 
scheme as a whole and I think most of us still have 
quite.a deal to learn in this matter of degree of 
analysis appropriate to particular businessés. 

During the process of preparing the budget, 
certain departments will have been identified as 
productive and others as non-productive, or service 
departments. As far as possible the budgets of non- 
productive departments should be prepared as 
carefully as for productive departments, since our 
object is to control expenditure over the whole field 
of activity, and their output must generally be 
absorbed by the budgets of the productive depart- 
ments. 

“Now, having established a budget over all fields of 
activity, it remains for us to do two things: 

.(a) to ‘allow flexibility in the budget for such 

controlled variations in the plan as may arise 
' from time to time; 

(5) to fcit at regular intervals actual revenue 
and expense against the budget, to investigate 
where appropriate, the variations and to 
measure the effect thereof on the profit 

AM earning capacity of the business. 

"This is budgetary control in its simplest form and 
it is something we can all understand. In practice it is 
subject to all sorts of elaborations and refinements. 
Not only do we divide expense into productive and 
non-productivé, but we also split into fixed, including 
non-variable and variable, expenses. 

This whole subject of fixed and variable expenses 
is a most important one in budgetary and financial 
control and it deserves far more consideration than 
it often receives, and well repays the care and thought 


which can, and should, be given to it. 


^ Ifthe system of budgetary control is a good one 
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and other conditions are appropriate, the step to our 
next technique is much simplified. That next step is 
to: 

Standard costing Р 

Do let us start by being quite clear that standard 
costing is not some mysterious science or even some 
freak invention of those who would like to appear 
more clever than the rest of us. 

As its name implies, it is in fact a perfectly logical 
method of recording costs actually incurred and 
measuring the effect thereof against a predetermined 
standard. If we get that firmly in our minds, the 
mystery wil disappear and the advantages of the 
technique should become apparent. 

Itis not my purpose here, nor would it be appropri- 
ate for me, to engage upon an elaborate discourse on 
the detail methods of standard costing. These have 
been dealt with admirably in our Institute's publica- 
tion Standard Costing, a book which should be 
studied by all who are interested in entering this 
field of activity. | 

Тће method by which the technique is applied is 
very clearly demonstrated in the admirable little 
chart which appears as an appendix to that book and 


! I hope it will be understood by all. 


Y 


The actual methods of application vary consider- 
ably in one industry as compared with another, but 
there are some features which are common to all, 

Product specifications incorporating details of 
materials required and time allowed must be avail- 
able. In certain circumstances it will be desirable to 
convert these to show the time allowed for each 
process and apply the standard process hourly rates as 
taken from the budget. In the former case, it would 
be appropriate to price the operation at the standard 
material cost (including allowance for scrap) plus the 
labour charge at the hourly or piece-work rate for 
the grade of labour appropriate to the job and then 
to add appropriately for fixed and variable overhead 
expenses. 

'This matter of allocation of overhead expense is 
one on which the experts appear to have taken a 
rather positive line which some of us find it difficult 
to follow at all times. Certain.I am that some care 
must be exercised in choosing, not only the right 
method technically, but also the one which can be 
understood by those who operate the system, or for 
whose benefit the scheme is operated. 

It seems to me to be one of the inherent weaknesses 
of what has been done in this field so far, chat too 
many people have been provided at considerable 
expense with a wonderful system of standard costing 
which is largely wasted because it ds beyond the 
capacity of the management to understand its over- 
elaborated refinements. All too often this has 
resulted in the system being discredited whereas in 
reality it is not a criticism of standard costing itself 
but rather of those who operate it. Finally, in this 
connection do let us give enough attention to 
establishing clearly what are the significant factors. 

Obviously, if you think for a moment, you will 
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realize that in different industries, the incidence of 
cost varies enormously. In many manufacturing 
industries, the labour charge constitutes a main 
element of cost and variations require proper 
examination; while in some process industries, the 
labour cost is so small that most variations therein 
make such an insignificant variation in the product 
cost as to be not worthy of much consideration. 


Marginal costing i 
Before I close, I do want to make a brief reference to 
this subject which I feel to be an important branch of 
good management accounting. 

I fancy that most of us in practice will have come 
across many cases among our clients where in the 
course of discussions on policy or on accounting for 
management it has emerged that some not insignifi- 
cant part of the company’s business is carried on, 
on margins less than normal for other products. 

In a reasonably established business, there is no 
doubt that trading in special lines at margins less than 
normal can make a valuable contribution to the 
profit earnings of the business. However, in the first 
place it is necessary to understand the proper basis 
for computing the contribution to profits which can . 
be earned in this way and this involves a proper 
knowledge of the principles of marginal costing. 
Secondly, it is also vitally necessary to be able 
rapidly to compute the effect on marginal sales of 
changes in level of sales of basic products or in the 
mixture of such sales. 

The subject is a very interesting one as well as 
being valuable in the good management of businesses. 


Presentation of Statements 
This is not the place to indulge in a detailed disserta- 
tion on the form statements for management should 
take. At the same time, I hope it will not appear out of 
place for me to mention some points which appear to 
me to be important. | 
Like the scheme of management accounting 
itself, I do think the statements prepared for manage- 
ment ought to be carefully tailored for each business. 
Generally, I think, the danger is of over-elaboration 
rather than the reverse, but, of course, enough 
information must be provided to ensure that the 
statements are of real value. 
Frequently a good deal of play is made in state- 
ments of results set forth in units other than money. 


-While such can be really useful in the proper place, 


the significance of the figures frequently takes much 
more understanding and they should only be used 
where the significance can be really understood. 
You will all have heard of the submission of 
statements to all levels of management down to 
factory foremen level. In large concerns, this is 
obviously a good thing for at least two reasons. 
Firstly, the higher management must of necessity 
engage in a large measure of delegation of responsi- 
bility, and secondly, in such concerns the intellectual 
standard of foremen és frequently quite high and 
certainly high enough to absorb the significance of 
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properly prepared statements of variances etc. But 
in smaller businesses it very often happens that 
neither of these conditions obtain and the practice 
would then be a waste of time and effort. 

The essential requirements of speed and topicality 
in the production of statements need to be empha- 
sized. Precise accuracy is often not essential and 
should be aimed at only where it can be achieved 
without delaying production of the statements to a 
point where their value is reduced. Small errors in 
estimating can usually be ignored, but do exercise care. 
Remember, the expert has been described as one who, 
ignoring small errors, rushes on to the grand fallacyl 


Тће art of presentation demands simplicity, . 


pertinence and logical arrangement. As far as possible 
the statements should be free from technical account- 
ing terms and clearly expressed and in such things as 
Statements to top management dealing with broad 
trends they should be free from insignificant detail. 
Modern management accountancy techniques are 
difficult to understand unless they are explained in 
relatively simple terms; and management needs 
accountants who can write financial reports in terms 
the manager can understand, always bearing in mind 
that he is not familiar with the vocabulary which 
some accountants are tending to build around this 
subject. So do avoid the use of jargon, especiall 
where it is in substitution for good old-fashion: 
words clearly understood. ; 


Conclusion 


I have, as I said at the beginning, tried in general 
terms to focus attention on the broad pattern of 
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management accounting and I have inevitably done. 


80 through the eyes of the practitioner. | 
Obviously the subject is one which interests many 

accountants, but as Í said in my opening remarks, 

it has not, so far, received from practitioners the 

attention it deserves. 

. The development of these accounting techniques 

has contributed in no small measure to the greatly 


increased use of mechanized accounting equipment 


in recent years and a good knowledge of the varied 
uses of such equipment is a valuable asset in those 
engaged in the installation of management accounting 
systems. In this connection, we should not overlook 
the fact that the next decade or so is going to see 
considerable strides in the development of electronic 
data-processing equipment, Although I am doubtful 
whether the installation of such equipment in that 
period will be at all widespread, there is a possibility 
of wider development of properly equipped installa- 
tions offering service bureau facilities. Such a 
development would open up new concepts of the 
nature of control information available’ to manage- 
ment in the smaller companies and would, therefore, 


be of vital interest to a much wider circle of account- 


ants. : 
In my view, management accounting is not 
something which can be developed and installed by 


' anyone just from reading a few text-books. To be 


successful some real application to the science is 
necessary, but I commend it to all practitioners as 
well as to accountants in industry as something 
whieh Mey will find interesting, useful, and rewarding 
as we 
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Danger Signal 
Part 4 of the 1955 report of the Chief Registrar of 
Friendly Societies, published this week, states that 


the accounts of the Associated Society of Locomotive. 


Engineers and Firemen for the year ended December 
31st, 1954, recorded ‘defalcations written off, as 
irrecoverable’ of just over £10,000. The auditors 
were not, as might reasonably be expected of a con- 
cern with 69,000 members and funds of £1,389,000, 
professional accountants, but two locomotive engine- 
drivers and a timekeeper, appointed in accordance 
with Rule 14 of the Society, which stipulated that 
the auditors must be selected from among those of 
the Union's members employed by a railway under- 
taking. A firm of chartered accountants who were 
called in to investigate, reported that while the lay 
auditors had done 'a lot of checking work', the 
defaleation had only passed undetected because 
certain essential audit checks had not been made. 
These involved comparing the entries in the cash- 
book with the bank statements and counting the 
cash on hand. The investigating accountants made 
detailed recommendations for jmproving the financial 
system which have now been put into effect. Also, the 


rules of the Society have been altered so as to permit 
the appointment of professional accountants as 
auditors. 

To authorize engine-drivers to audit financial 
records involving substantial sums of money is, 
perhaps, not so foolhardy as would be allowing, say, 

rofessional accountants to drive express trains. It 
18, nevertheless, a highly dangerous course of action 
and one wholly inconsistent with the established 
trade union principle that every man should stick to 
his own last. If, however, the lesson of this unhappy 
example of expecting men without the necessary 
qualifications successfully to undertake a highly 
skilled piece of work is fully learned by the leaders 
of the movement, then good may yet come of it. 


"Capital for Farming 
Speaking at the conclusion of Imperial Chemical 
Industries’ farm conference this week, Sir Alexander 
Fleck, the chairman of the company, discussed the 
outlook for farming in relation to its capital require- 
ments. He stressed the importance of a broad survey 
being undertaken by a small group of people to 
examine the froblem of how to improve long-term 
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efficiency in the light of long-term trends. He thought 


that ће improvement of efficiency was connected with 
three inter-related subjects. These were, first, a con- 
sistent and long-term policy of agricultural subsidies; 
second, a similar policy on import controls; and third, 
capital requirements and how they could be met. The 
need to achieve a long-term policy which was free 
from party politics was the theme of the conference 
and it is obviously necessary to achieve this if a con- 
sistent long-term policy is to be evolved and put into 
operation. 

It is almost twenty years since the agricultural 
industry escaped from a depression which had been 
gradually gathering impetus for half a century. It is, 
therefore, not surprising that the industry has at 
times looked backward instead of forward. It is to be 
hoped, however, that'this attitude becomes less com- 
mon as a younger generation, which has known farm- 
ing prosperity, gradually . takes over the industry. 

oday, agriculture is one of the largest users of 
machinery and one of the principal candidates for its 
share of the nation’s savings as well as providing a 
significant proportion of the nation’s food. Its con- 
tinued progress depends on finding a long-térm policy 
which will give security to the farmer on terms which 
will invoke efficiency. | 


Industrial Raw Material Prices 


According to the Board of Trade’s monthly index of 
basic material prices, the raw materials for industry 
declined in price over October by гт per cent. 
According to the index, which is based on June 3oth, 
1949, ав 100, there was a fall of 1:7 points to 155-4 
last month. The main commodities contributing to 
the fall were copper, wool and. rubber, The ев 
were, of course, recorded before the Suez 
became blocked. 8 

Since the beginning of the month the place to look 
for the effect of the Suez blockage on industrial costs 
would bé the main metals entering into international 
trade. These are copper, tin, lead, and zinc. In the 
last few weeks the turnover in these metals has been 
small due to caution on the part of both buyers and 
sellers. In the case of tin, the price was already high 
before the Suez crisis developed and there has been 
the possibility that the United States Government 
might sell tin from the Texas City smelter if prices 
went much higher. This has kept prices down: The 
Middle East crisis has not had much influence on 
copper prices yet, for production is still thought to be 
ahead of consumption. Lead and zinc have become 
scarcer due to a special stock-piling programme in the 
United States and by barter transactions. With prices 
already high and a cautious attitude being adopted in 
the markets, it would probably take a serious worsen- 
ing in the international situation for these commodity 
prices to go up substantially at present. It seems very 
likely that an increase will be gradual as freight costs 
increase with shipments going round the Cape and 
with buyers gradually being forced into the market 
as stocks decrease. И 
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Air Corporations! Borrowing Powers 


The Aircraft Corporations Bill was given an un- 
opposed second reading in the House of Commons 
this week. The Bill doubles the borrowing powers of 
B.O.A.C. to £160 million and raises those of B.E.A. 
from £35 million to £60 million. It also enables 
B.O.A.C. to borrow from the International Bank for 
Reconstruction and Development or from the Export- 
Import Bank. This represents a big extension in the 
borrowing powers of both corporations, but they face 
major replacement programmes over the next few 


years. 
B.O.A.C. is likely to require a total of {200 million 
for the purchase and i ation requirements for the 
new Boeing aircraft being bought from America and 
for the new Је Havilland 118 which is expected to be 
available by the middle 1960s. Internal funds are 
ected to reduce the net requirements below £160 
million. Over the next five years, B.E.A. is expected 
to place orders for helicopters and possibly for a small 
number of jet aircraft for the longer routes. Between 
the two corporations there are 33 Britannias, 22 
Comets, 14 Viscounts, 15 Boeing, and an unspecified 
number of D.H. 118 to be paid for in the next few 
years. This Bill puts a final official seal on the decision 
to buy American aircraft to give this country a com- 
petitive chance in the high-speed air traffic over the 
North Atlantic in the next few years. Beyond that lies 
the hope of the development of the D.H. 118 to 
implement the policy, which is only temporarily 
being broken, of buying British aircraft. 


Fuel for Industry 


With reports of substantial cuts in refinery output in 
Germany and France being announced this week, 


British industry is becoming increasingly concerned 


about the possible impact of the crude oil shortage on 
supplies of diesel and fuel oils. The steel industry has 
already announced that a fall in the supply of oil over 
the next few months could seriously affect the rate of 
steel output. 

It would be possible for the supply of oil for 
industry to be reinforced by a cessation of catalytic 
cracking. This may, in fact, occur, but so far both the 
Government and the oil companies have been reticent 
on the subject. It is clear, however, that the impact of 
an oil shortage must fall primarily on the private 
motorist. The position of industry is all the more 
serious since stand-by plant which can use coal may 
already be pressed into service to deal with’ the 
seasonal over the winter months. If it should 
happen that industrial production begins to expand 
early in the new yéar — and this possibility is growing 
if one discounts for the moment the effect of the Suez 
crisis — industry will face a shortage of oil at a moment 
when there is the greatest demand for it. It might be 
possible to organize a substantial! shift of road traffic 
on to the railways over a period of time, but many 
industrial concerns which have gone over to oil 
owing to the shortage of coal will not be able to make 
alternative arrangements,in the short-run. 
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FINANCE AND COMMERCE 


Despite the dullness of the stock-markets the needs 
of essential industries for new capital are bringing 
intensive activity in new issues. Companies of the 
calibre of British Oxygen, Fisons, Leyland Motors 
and the Reyrolle-Parsons organization are coming 
to the market for a total of some £30 million of new 
money. In the gilt-edged section the West Riding of 
Yorkshire has this week raised £3 million. Even 
under normal conditions these issues would provide 
a heavy meal for the market to absorb. 


In Two Currencies 


This week’s reprint presents the accounts of Leach’s 
Argentine Estates Ltd, of which the main point, as 
Mr B. L. Hughes, A.C.A., the company’s chief ac- 
countant, states, is the separation this year of the 
sterling and peso figures; the reasons for this are that 
one of the company’s estates in Argentina has 
been transferred to an Argentine registered subsidiary, 
and through difficulties attaching to exchange fluctua- 
tion and remittance restrictions. 


Mr Е. M. Carlés, the chairman, points out that for: 


the past five years, the accounts were based on the во- 
called official market rate of exchange of 39:34 pesos 
to the £ ruling at the respective year-ends. In October 
1955, а free exchange market was reinstated with 
certain limitations, following the change of Govern- 
ment. Under the new rules, profits earned by foreign- 
owned companies corresponding to financial years 
` closing after June 3oth, 1955, became remittable 
through the free market and plans were made to 
unfreeze previous profit accumulations, as а 
permitted. 


After initial fluctuations in which the £ rose to 125: 


евоа, the rate has settled for the present around 85. 
Ia view of this situation, the directors have deemed 
it prudent to write down net current assets at April 
18t, 1955, by £50,000. It will also be noted that only 
pons as from that date, remitted in sterling, have 

еп included in the sterling accounts. 


Remittable in Тћеогу 


Under the previous exchange system since 1950, 
profits were theoretically remittable with a restriction 
of 5 per cent on the book investment in Argentina. 


But actual authorization was only obtained to remit: 


the quota of profita corresponding to 1950-51 and 
when the new regulations came into force, applications 
. for a total of 7,967,307 pesos awaited authorization. 
Had they been granted, the controlled rate would 
have been around 40 pesos representing approximately 
£200,000, At the average free market, rate on 
remittances recently effected, the yield would have 
been only £82,000. ‘I mention this’, says Mr Carlés, 

‘to emphasize how the free “peso” rate affects the 
cost of remittances.’ 


Subsequent to the new e&change regulations, the 


company has been authorized to remit some of the 
profits corresponding to 1951-52 and 1952-53 
via the free market, but the board has decided it 
would be perilous to release funds for financial 
services beyond the sums remitted, and is therefore 
unable to recommend any further payments on 
account of preference dividend arrears. Mr Carlés 
comments on the inadequacy of net earnings in 
relation to present-day asset values and to the 
effects of inflation in connection with asset replace- 
ment. 

It will be noted in the balance sheet that the whole 
of the investment in Argentina now appears 28 one 
composite item, the figure of {2,231,954 representing 
the book value of assets, less liabilities and reserves in 
Argentina at April rst, 1955. 

No Figures 

Shareholders in Courtaulds Ltd have recently been 
informed, with the announcement of a maintained 
interim dividend, that ‘profits, Both at home and 
abroad, continue to be affected by highly competitive 
market conditions, and by a general rise in costs not 
compensated by any general increase in selling prices. 
For the first half of the current financial year to 
March 318t, 1957, sales in the home market have been 
maintained in textile’ yarns and fibres, but turnover 
in tyre yarns, reflecting conditions in the motor 
vehicle industry, is materially aad than in the 
first half of the previous financial 

And with a warning that current ва аге 
that the consolidated income of the group undertaking 
will this year be appreciably less than the previous 


year, shareholders are informed that the question of: 


the final ordinary dividend will be considered in the 
light of other relevant circumstances when the year's 
accounts come before the board. 


Quite rightly во, of course; that is to be expected. 


But is it absolutely impossible to go beyond word 
descriptions at the half-year? Other Sie multi- 
million companies are finding it ible to produce 
figures at the half-year. If it 1s possible to say: 
‘profits, both at home and abroad, continue to be 
affected etc.’, figures must be available, as they 
should be in any undertaking, large or small. 


. Money Market 
Applications for the £190 million of ninety-one day 


Treasury bills totalled £299,710,000 on November ’ 


16th. The mfrket obtained 39 per cent of the offer 
at a bid of £98 15s, the average discount rate being 
exactly £5 per cent. For the £go million of sixty-three 
day bills applications totalled £96,430,000 and at a 
bid of £99 2s 7d the market obtained 93 per cent, 
the average rate being £5 os 10:304 per cent. This 
week's offer is £210 million of ninety-one day and £80 
million of sixty-three day bills. 


Sania 
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LEACH'S ARGENTINE BSTATES, LIMITED, AND SUBSIDIARY COMPANY. 
CONSOLIDATED STATEMENT ОР EXCESS OF ASSETS OVER 
LIABILITIES AND RESERVES IN ARGENTINA АТ 3ist MARCH, 1956. 
1955 Argentine Pesos 
Argentine Parent Subsidiary 
Pesos Й Сотрапу Сотрапу 
5 PIXED ASSETS— $ $ $ $ 
Freehold Lands and Properties: 
65,567,487 At cost .. . vs 53,023,373 23,331,645 76,355,018 
19,037,125 Less: Depredation to date .. s 5 de AT 15,948,370 821,184 16,769,554 
46,530,362 37,075,003 — 22,510,461 59,585,464 
1,123,784 * Furniture, as valued by the Management 1,310,608 
47,654,146 60,896,272 
CURRENT ASSETS— 
— Preliminary Expenses (Subsidiary Company)—Balance not written off . a 355,629 
Tools and Loose Piane Animals, Sans care ane SMEs as valued by the 
6,921,616 Management 8,541,035 
27,842,125 Stores and Materials, as ipud. by he агае ЗА A 33,952,556 
32,655,115 Stocks of Sugar and Alcohol, at cost: E E e . 30,023,669 
Investments In А snena, at cost less amounts wizen off привела: Valuation 
88,230 $59,500) ($74,200) 53,530 
Debtors, Bills and Paymanta jn dun including expendicure of $17,608,007 
57,304,593 ($18,091,415) on the 1956 Crop .. 5 63,424,956 
12,518,111 Balances with Bankers, Cash [n hand and in МЕ s MS 19,095,333 
137,330,790 $55,446,708 
less: CURRENT LIABILITIES— | Ta 
41,576,942 Bills Payable—See Note (2)* .. 46,549,330 
9,510,000 Provision for Contingencies .. zs e .. x 613,594 
3,975,689 Argentine Income Tax Authorities .. a ws m .. 6,407,468 
34,142,820 Argentine Natlonal Government—Balance of amounts due re 1951 Ви Crop 31,060,220 
Estimated Balance of 1953, 1334 and 1355 cron Regulating une a= 
25,981,336 pending settlement. . T .. v4 36,597,171 
7 Я ———— 67,657,391 
19,287,030 Creditors and Accrued Liabllities — .. zs ЕЕ vv n x as 21,757,822 
— Proposed Remittance (£30,000), since made vs 5 .. 2,685,700 
134,573,817 145,671,305 
2,756,973  WXCESS OF CURRENT ASSETS OVER CURRENT LIABILITIES 9,775,403 
50,411,119 + 70,671,675 
MINORITY INTEREST IN SUBSIDIARY COMPANY— 
— Proportion of nez tangible assets attributable to minority shareholdings 416 
50,411,119 ` 70,666,259 
RESERVES HELD IN ARGENTINA— Parent Subsidiary 
Capital Reserves: . Company Company i 
1,010,889 Surplus on Sales of Assets (applied In purchase of addidonal fixed assets) ie 1,051,495 — 1,051,495 
— Legal Reserve о ux e cs ee ake ње Lee ces — 71,086 71,066 
1,010,889 1,051,495 71,086 1,122,581 
Revenue Reserves: К 
— Reserve for Replacement of Fixed Assets .. En E d za .. 2,500,000 — 2,500,000 
— Reserve for Contingencies... » .. ss "m .. 9,925,000 500,000 10,425,000 
— Profit and Loss Account— Profits: arhed борна ва n s ae §:900.658 3,317,790 7,218,448 
S 16,325,658 3,817,790 — 20,143,448 
1,010,889 Total Reserves held in Argentina .. «s oe РЯ .. v. .. 17,377,153 3,888,876 21,266,029 
• AE OU ДИ аксе аса сте . 
4940023)  BXCESS OF ASSETS OVER LIABILITIES AND RESERVES IN ARGENTINA . . . . «+ $49,400,230 


s [* Notes not reproduced. — Editor.] • 
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1954155 
Argentine Argentine Pesos 
$ $ $ 
17,889,416 Profit on Trading $5 E às ez . m: Е ГРІ we T .. 29,306,719 
3,102 tacoma from Investments — .. m .. .. . . ae oe a .. 3,360 
17,892,518 29,310,079 
2,284,554 Deduct: Depreciation .. cs 3L is .. ES . Se i 2,572,986 
1,803,563 Provision for Contingencies г v» s è ev E а S 361,216 
312,500 Directors’ Remuneration .. P .. vi - е PA a zs . 7 462,500 
Argentine Taxation: 
4,456,023 Income Tax as А .. ae as Е $7,064,367 
— Emergency Tax .. ee а же. VS БА ` 216,128 
899,199 tal Tax ЛА x es *» ši T ee а xx 2s 1,250,000 
— a — 9,530,495 
9,755.839 11,927,197 
8,136,679 Net Trading Profit es oo . .. .. .. .. .. .. 17,382,882 
— Add: Cane and Tax adjustments relating to previous years A T m 1,531,730 
8,136,579 i 18,914,612 
—. Deduct: Preliminary Expenses (Subsidiary Company) ate F ss us oe Py şs EN 121,892 
— Legal Reservo (Subsidiary Company) s ~ e E 71.066 
— • Reserve for Contingencies .. Vs ds P T An "S d 2,000,000 
— Reserve for Replacement of Fixed. Assets .. e m 5 ks ws 2,500,000 
_ 4,692,978 
8,136,679 Net Profit In Argentina TIT 14,221,634 
: — Deduct: Proportion of Subsidiary Company's Profit pertaining to Minority Shareholders .. 416 
8,136,679 Net Profit attributable to Leach's Argentine Estates, Ltd., and its holding in Subsidiary Company s (4,221,218 
— Profit retained by Subsidiary Company... mm «s ae are aa pt Ps 3,137,790 
8,136,679 Net Profit In Argentina of Leach's Argentine Estates, Lid. 0... " So Wes i 10,903,428 
= Deduct: Remittances converted Into sterling (£72,360) .. 6. 4 00s sn 7,002,770 и 
8,136,679 Transfers to Head Office Profit and Loss Account .. (sr xe $à as $x s vs — 
8,136,679 7,000,770. 
— Balance carried forward os .. ee Mt T oe A m ae .. .. $3,900,658 


Note: Emoluments of the Directors (including $462,500 ($342,522) In respect of services =“ Directors) amounted to 
$538,522 (367,437). 


REPORT OF THE AUDITORS TO THE MEMBERS OF LEACH'S ARGENTINE ESTATES, LIMITED. 


We have obtsined al! the Information and explanations which to the best of our knowledge and bellef were necessary for the purposes of our 
audit, In our opinion proper books of account have been kept by the company so far аз appears from our examination of chives books and 
proper returns audited by our associated firm Deloitta, Plender, Griffiths & Co., of London, adequate for the purposes of our audit, have 

n received from the United Kingdom. We have examined the annexed Balance Sheet, the Consolidated Statement of Excess of Assets 
over Liabilities and Reserves In Argentina and the above Profit and Loss Account which are in agreement with the books of account and returns 
from the United Kingdom. 


Аз exphined in Note a there has been a change іп the basis of accounting under which no starling value has been attributed to the profits 
earned during the year in Argentina In excess of remitcances made on account of such profits, Further, wa are unable, under present 
circumstances, to form an opinion as со the value of the excess of assets over liabilities and reserves In Argentina shown In the Balance Sheet 
in the sum of £2,231,954. In our opinion and to the best of our information and according to the lanations given to us, the above Balance 
Sheet together with the aforementioned Consolidated Statement of Excess of Assets over Liabilities and Reserves In Argentina Er the 
information required by the Companies Act, 1948, in the manner so required and subject to the above observations give a true and fair view 
of the state of the company's affairs at 3ist March, 1956. 


We have also examined the group accounts comprising the statements and Information set out on pages 4 to 11 Inclusive with the audited 
accounts of che companies dealt with thereby, 


Subject to our observations above regarding the value of the excess of assets over Пар Чез and reserves In Argentinz and to che basis of account- 
Ing, the group accounts, which in our opinion have been properly prepared in accordance wich the provisions of the Companies Act, 1948, give a 
true and fair view of che state of affairs as at 31st March, 1956 and of the results of the operations for the year ended on that date of Leach's 
Argentine Estates, Limited, and Its subsidiary, Calilegua Sociedad Anónima industrial y Comercial, so far as concerns the members of Leach's 


Argentine Estates, Limited. 
DELOITTE, PLENDER, GRIFFITHS & CO. 
A. M. DRYSDALE (Partnar), 
BUENOS AIRES, Contador Publico Naclonal 
19th September, 1956. C.P.C.E. de la Cap. Fed. 
Tomo 1, Folio 53. 


• [*Notes not reproduced. — Editor] . 
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З CURRENT LAW 


Validation of Imperfect Trusts 


Vernon and Others (Trustees of the Employees Fund 
of, William Vernon & Sons Ltd) v. Commissioners of 
Inland Revenue ([1956] 3 АП E.R. 14) is a case of 
considerable importance on the law of charities. 
It arose from a claim to exemption from income tax 
on a fund set up for the benefit of the employees of a 
limited company and regulated by a scheme made 
under an Order of Eve, J., in 1921, following earlier 
proceedings, in 1919, before Peterson, J., when that 
learned judge had sanctioned a compromise and 
ordered the preparation of a scheme whereby the 
objects of the fund were ‘to be limited to charitable 
es." 
When the scheme was made it was thought that a 


valid charitable trust was thereby. constituted, but: 


it became clear, following the decision of the House 
of Lords in v. Tobacco Securities Trust 
Co Lid ([1951] A.C. 297), that this was not the case, 
because the nexus of benefit was employment by a 
public company, so that the necessary public element 
to satisfy the law of charities was absent. Nevertheless, 
it’ was argued, before Upjohn, J., that the Com- 
missioners of Inland Revenue were estopped, by the 
order of Eve, J., from denying that the objects of the 
scheme were charitable. This contention had as its 
basis the fact that the Attorney-General, representing 
the Crown, had been a party to the proceedings 
in which that Order was mae. and it was said that he 
was therefore estopped from disputing the validity 
of the trust. From this i it was argued that the Com- 
missioners, being a department of the Crown, were 
also estopped. 

Upjohn, J., held that the Attorney-General was not 
estopped, because there had been no issue when 
Eve, J., made his order — the whole understanding 
being that the trust was to be charitable ~ and, indeed, 
had the power, and possibly the duty, to come to 
the Court and ask for the amendment of the scheme 
80 as to make the trust comform to the requirements 
of charity, That being the case, there was no question 
of the Commissioners being estopped: Upjohn, J., 
did not have to decide whether, had the Attorney- 
General been estopped, the Commissioners would 
have been estopped too. 

The further question arose, whether, if there was 
no estoppel, the trusts were validated under Section 
1 of the Charitable Trusts (Validation) Act, 1954. 
For an ‘imperfect trust provision’, to be valid ated 
under that section, the property subject to the trust 
must be able to ‘be used exclusively for charitable 
purposes’, Upjohn, J., found that a part of the trust 
property in question could not be so ивей; and, 
accordingly, the section could not be called in aid. 
Furthermore, his lordship pointed out that, for the 
Act to apply, the trust provision in question must be 
‘invalid under the law of England and Wales’ and 
that the scheme approved by Ewe, J., was not invalid 


at all; all that was necessary was that, the imperfect 
quality of the trusts having been pointed out to the 
Court, the Court should amend them to conform 


` with the original directions of Peterson, J. 


Limited Charitable Intent 
In Re Coopers Conveyance Trusts, Crewdson and 
Others 9. Bagot and Others. ([1956] 3 All E.R. 28) 
Upjohn, J., pointed out that the authorities 
*. . . Establish clearly the following propositions: 
where in terms an absolute and perpetual gift to 
charity is made with a gift over on cesser which 
fails for remoteness or for some other reason, the 
original perpetual gift to charity remains; but, on 
the other hand, where there is a gift to charity for a 
limited period then the undisposed of interest 
reverts to the grantor.’ 
Later his lordship referred to Re Slevin, Slevin v. 
Hepburn ([1891] 2 Ch. 236) and Re Wright, Blizard 
v. Lockhart ([1954] Ch. 347) and said that those 
cases appeared to him to establish that if one found 
an initial out-and-out or perpetual gift to charity, 
albeit to a particular charity or to a particular charit- 
able purpose, and that charity or charitable purpose 


"failed after the gift had vested in interest, it was in a 


sense irrelevant to consider whether there was a 
general charitable intention, because the gift was 
initially out-and-out, although to a particular chari, 
and the donor had reserved no interest to hi . 
But where the donor had used language showing ап 
intention that in some circumstances he contem- 
plated a failure of the purpose or indicated that his 
gift was only to be for a limited time or purpose, 
then it became a question of construction, whether 
he had made an out-and-out or perpetual gift or not, 
and that question was not inaptly expressed by asking 
whether he had evinced a general charitable intention. 

In the case before his lordship, the donor had 
conveyed certain property to trustees for the pur- 
poses of an orphan girls’ home and had provided 
that in the event of failure of that trust the property 
should be held upon certain trusts which were 
void as infringing the rule against ui pie In 
1954 the orphanage was closed, 

Upjohn, J., having emphasized that in all cases of 
this kind the whole question is to discover what are 
the donor’s intentions, which are to be ascertained 
on a true construction of the relevant documents in 
the light of the relevant surrounding circumstances, 
held that the donor had intended a gift to charity 
limited by the time for which the orphanage could 
be carried on and, since the orphanage had come 
to an end, there was.a resulting trust to the donor’s 
estate, 

Estate Agents' Commission | 
The Court of Appeal has affirmed ([1956] 3 All E.R. 
207) the decisiqn of Lord Goddard, C.J., in Peter 
Long & Partners v. Burns ([1956] 2 АП ER. 25), 
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where his lordship Кад held that there was no differ- 
ence in meaning between ‘binding contract’ and 
‘legally binding contract’, each term having reference 
to an agreement enforceable at law. The defendant 
employed the plaintiffs to sell her garage business and 
entered into an agreement with them whereby she 
undertook . 

‘to pay your commission . . . upon your ‘introducing a 
person ready, willing and able to enter into a binding 
contract to purchase my business . . 

А prospective purchaser was found, who agreed to 
buy the property and signed a contract to that effect, 
but subsequently she rescinded it on the ground that 
she had been misled as to the effect of a road-widening 
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scheme which would, in fact, have encroached upon 
the property to such an extent as virtually to destroy it. 
The plaintiffs, nevertheless, claimed their commission. 
There was some question as to whether the plain- 

tiffs had ever introduced the prospective purchaser 
at all, but the Court of Appeal did not have to reach a 
conclusion on this point, as their lordships agreed 
with the Lord Chief Justice that the plaintiffs’ claim 
at all events failed because the contract was not 
binding on the prospective purchaser, since she was ) 
entitled to rescind it. The Court referred critically 
to the fact that the plaintiffs had hurried on the 
signing of the contract without the parties having had 
proper legal advice. 


CORRESPONDENCE 


Letters mist be authenticated by the name and address of the writer, not necessarily for publication. 
` The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


" Unclaimed Wages and Holiday Рау 
Sir, - Whilst not disputing the correctness of the 
‘conscience and business acumen’ referred to by your 
correspondent ‘P. А. M.’ in the issue dated November 
17th, I think he is not quite correct in implying that 
these ‘profits’ тоша -Бе taxable. In Morley v. 
Tattersall (17 A.T.C. 164) it was agreed that such 
receipts should not be brought into the books. as. 
long as liability still existe. 

Yours faithfully, 
London, SWT. ГЕЈ. "BACON. 


Interim Accounting Periods: Decimal System 


Sr, — With reference to the article by Mr H. Beverley 
Thomas in your issue of November тоћ, the decimal 


system of accounting periods which he advocates is. _ 


ingenious’ but it can only be of value in a company . на мерена iue He Diss for quick: end 


where production and gales are unaffected by outside 
circumstances and where they maintain a constant 
pattern throughout the year. 

It seems tome that what Mr Thomas is НЕ to 
do is to produce periodic accounting statements which’ 
are always comparable, one with another, and this is 
manifestly impossible unless he also devises some 
system of taking into account those factors which 
are not within the power of the company to control. 
In other words, and to borrow a phrase from the 
laboratory, such statements can only be of value for 
comparison purposes df pressure and temperature 
remain constant.’ - 

For instance, how vad he deal with the accounts 
of a brewery when Easter and Whitsun fall respec- 
tively into March and May one уедг and April and 
June the next? Or the accounts of an ice cream or 
mineral water company, when, like this year and last, 
one summer is hot and the other is cold? Or what 
about the effect of strikes, either in one’s own com- 
pany or in another? And since one can only compare 

with like, how would he deal with the accounts 
of a firm of demolition contractors or constructional 
engineers, where no two contracts’ are alike and 


' physical difficulties may vary from month to month 


or even from day to day? 

It seems to me that periodic accounting statements, 
even when mathematically they are exact replicas 
of each other, must, in many cases, be apt to be mis- 
leading unless read with a good deal of intelligence 
and mental reservations and allowances. After all, a 
month or even five weeks is not a very long period 
às a basis for comparison purposes, especially when 
such factors as weather, labour situation, international 
situation, ‘credit squeeze’, etc., may, any or all, have 
some effect on the company’s business, . 

I do not under-estimate the value of periodic 
accounting statements, though I suggest that many 
businesses are not suitable for the production of 
such, but I believe their value lies more.in keeping 
the management up to date with the trend of trade, 


pup far-reaching, changes in policy. 
Yours ка; 


Maidenhead Thicket, Berks 


How ‘Fixed’ are ‘Fixed Assets’? 
Sm, - Your correspondent, Mr Ralph А. Hadrill 
(November toth issue), rightly draws attention to the 
anomalies inherent in the accountant's use of the term 
‘fixed assets’, but before considering this expression 
it is necessary to draw attention to the basic deficiency, 
namely, the lack of an authoritative terminology for 
our subject, which hampers the work of our profes- 
sion in many respects. 
Such ПРВУ clear expressions as ‘capital’, 

‘reserve’, , ‘liability’, ‘income’ and ‘expense’, to 
name ouly s fe 8 are also candidates for our concern. 
When used in conjunction with a variety of epithets 
they often serve to cloud our own minds before even 
we set them loose to impair the judgments of others. 
That assets can be intangible, for example, seems 
fundamental, but what kind of assets are some of 
those intangible ones we see in balance sheets today? 
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In the same issue of The Accountant you print an 
address given by the Vice-Chancellor of Reading 
University on ‘Specialization within a profession’. 
No matter how advisable it may be for accountants to 
specialize, I would respectfully suggest that there is 
an obvious danger in it as long as we do not even 
possess a common language. It would hardly be 
possible for doctors to specialize did not 'clavicle' 
mean exactly the same thing to an ear, nose and 

‘throat man as it does to his patient. In other words, 
an infant profession needs a wet-nurse more than it 
does a tutor. 

The tendency for accountants to specialize is born 
of economic necessity and ‘does not reflect any basic 
professional need in the forms which it now takes, 
A cost accountant is an accountant, a company 
ee is not. There are, no doubt, many account- 

se ipped for making a lasting contribution to the 
general theory of accountancy, and who would be 
happy to devote themselves to it, but who would pay 
them a living wage? 

A sense of humour is not usual among accountants 
(our lives do not offer many opportunities for its 
exercise), but Mr Hadrill obviously possesses one 
and must thereby find occasional relief. He will 
forgive me for taking his question seriously and 
pointing out that fixed assets are expenses which will 
ultimately arrive in the profit and loss account via 
depreciation, if at all, and thus differ from current 
assets which may or may not be expenses, depending 
upon a variety of questions which it would be out of 
place to go into here. In this sense, a stretch of river 
could be a fixed asset to a fishery, and a mass of pro- 
tons, negatons, etc., to the Atomic Energy Authority. 
In which text-book or official publication he will find 
this subject treated, I know not; it has taken me ten 
years to find out by what is known as the empirical 
method. 

It would seem to be sufficiently basic to call for 
elucidation at a comparatively early stage in an 
accountant’s studies, It is to be hoped that the 
Council of the Institute will one day satisfy this very 
crying need by setting up a committee to review the 
whole question of accounting terminology. When it 
does so, let us hope that provision will be made in 
its terms of reference for liaison with professors of 
economics and with the. American Institute of 
Accountants, which has already made several brave 
attempts in this direction. 

Yours faithfully, 
London, МИТ. KENNETH 5. MOST. 


Apportionment of Doctor’s Expenses 


бік, ~ А medical practitioner recen роо 
correspondence from the British Me Journal 
indicating that on the question of apportionment 
between private and practice expenses for income 
tax purposes ‘a not uncommon ratio to be applied to 
rent and rates is one-half’. The answer went on to 
state that this might be inadequate if the site value 
was especially high and pointed out that the ground 
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floor, used largely for the practice was of higher value 
than other parts of the house. 

In this district, involving practices in the amaller 
provincial towns, attempts to establish more than 
one-third of rent and rates have been resisted by the 
local Inspector of Taxes. 

Can any of your readers state whether, in some- 
what similar circumstances, a charge of say 5o per 
cent has been established. 

Yours faithfully, 
QU. 


| 


Television Insurance 


Sir, – I am engaged in preparing the accounts of а 
radio and television business which has recently 
introduced a maintenance guarantee scheme for 
television sets sold. The terms of the scheme are that 
for a premium (yearly or monthly) paid by the 
customer, the firm will maintain (repair and replace 
all components) the installation in good working 
order during the period covered by the premium. 
А no-claims bonus of 10 per cent, 15 per cent and 
20 per cent of the premiums respectively for the. 
second, third and fourth and subsequent years is 
offered on renewal of the premium. 

All costs of maintenance claimed by the insured 
are to be charged against the premiums received, but 
my problem is what percentage of premiums should 
be kept in reserve at each financial year-end. Тће 
unexpired portion of each premium will vary and 
more claims against the scheme are probable as the 
sets become older. 

Can any reader advise me from their experience of 
any similar problem, both from an accounting and 
income tax point of view? 

Yours faithfully, 
Н.М. V. 


Hospitality for Young Professional People 


Sig, - Some time ago you published a letter (May 
7th, 1955 issue), inviting cd emt for membership 
of The Coffee Pot, a club for young professional 
people, founded by Mrs H. D. R. P. Lindsay. The 
response has been so good that at present there are 
no more vacancies. 

A second club in London, The Samovar, has, 
therefore, been started by Mra Lindsay for graduates 
and other young professional people between the 


. ages of about nineteen and thirty, who would like to 


meet young men and women of similar interests in 
p surroundings. Members of Тће Samovar 
ve the use of the excellent restaurant of The 
Coffee Pot Club. Club evenings are held once a 
week on Wednefdays in the studio, and concert and 
theatre parties and various activities are arranged on 
other ev . Inquiries about the club should be 
made to the membership secretary, The Samovar. 
Club, 108 Baker Street, London, W1. 
Yours faithfully, 
PATRICK GUITON. 


Lou. Wr.» Chairman, The Samovar Club. 
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TAXATION CASES . 


A full report of the cases summarized in this column will be published, with Notes on the Judgments, - 
in the Annotated Tax Cases. j 


Commissioners of Inland Revenue v. 
National Book League à 
(In the High Court of Justice (Chancery Division) 
July 11th, 1956 
(Before Mr Justice VAIsEY) 
Income tax – Charity - Deeds of covenant — No increase 
in subscription during covenant period — Restaurant and 
other facilities available – Whether covenanted sums were 
annual payments ~ Income Tax Act, 1952, Section 447. 

The objects of the respondent were to promote the 
reading and writing of good English and generally 
the encouragement of literature and the habit of 
reading arid the wider distribution of books. The 
respondent held the lease of a house in the West End 
of London and there provided an exhibition gallery, a 
library, three sitting-rooms, a restaurant and a cock- 
tail bar. The restaurant was managed by a firm of 
caterers, lectures and similar functions were arranged, 
and there was a journal. There were about 10,000 
individual members, and about 2,800 of them entered 
into deeds of covenant under which they agreed to 
remain members and to make annual subscriptions 
at the then existing rate for at least seven years. By 
the special resolution under which these deeds of 
covenant were made, the rates of subscription were 
increased except for those members who entered i into 
the deeds of covenant. 

The respondent was admittedly a charity, and it 
applied for exemption, under Section 447 (1) (5) of 
the Income Tax Act, 1952, in respect of the sums 
received under the deeds of covenant. The Special 
Commissioners allowed the claim. Тћеу considered 
that such advantages as were afforded to the members 
by the available facilities were not advantages of a 
substantial character. 

Held (reversing the decision of the Commissioners), 
that the advantages in question were substantial, and 
that the payments under the covenants were payments 
in return for which the subscriber got some substan- 
tial advantages. 


Commissioners of Inland Revenue v. 
. National Coal Board 


In the Court of Appeal - Tuly 24th, 1956 
(Before Lord Justice SINGLETON, Lord Justice 
Morris and Lord Justice ROMER) 

Profits tax — Industrial allowance ~ Dwelling- 
houses at colliery ~ Likely to have littleer no value when 
mine worked out- Both events in distant future — 
Income Tax Act, 1945, Section 8 (3) – Finance Act, 

1947, Schedule VIII, Part I, paragraph 1 (1) (5). 
The National Coal Board owned 124 dwelling- 
houses, which were occupied by persons employed at 
a mine owned by the Board. The mine would close 
in 2141 as the coal seams would then be exhausted 
according to the best estimate that could be made. 


. Roxburgh) (Lord Justice Romer dissenting), 


The houses were likely to have a substantial value till 
2091, 8nd afterwards to be of little or no value. 

In connection with the assessment for the charge- 
able accounting period ended December 31st, 1951, 
the Board claimed an allowance for the houses on the 
footing that they would be likely to have little or no 
value to the Board when the mine was no longer. 
worked; and that-therefore the proviso to Section 8 (3) 
of the Income Tax Act, 1945, authorized the allow- 
ance claimed. The Inland Revenue contended, on the 
other hand, that in applying that proviso the supposed 
position existing at the time, when the claim for the 
allowance was made, should be considered; that, so 
considered, the position was that the houses would 
not be of little or no value at the relevant time; and 
that, therefore, the proviso to Section 8 (3) did not 
apply, and the claim was barred by the subsection. 
Тће Special Commissioners decided that the allow- 
ance should be given. 

Неја (reversing the decision of Mr Justice 
that the 
word ‘when’ in the proviso to Section 8 (3) of the 
1945 Act should be read as "if". 


West Suffolk County Council v. 

| W. Rought Limited 

In the House of Lords - July 25th, 1956 
(Before Lord MORTON or Henryton, Lord GODDARD, 
Lord MacDznMorr, Lord Kerra ов AVONHOLM and 

Lord SOMERVELL OF HARROW) 

Income tax – Compulsory purchase – Compensation for 
temporary disturbance of business — Loss of profits – 
Whether amount deducttble for tax. 

The appellant compulsorily purchased the premises 
in which the respondent carried on business as а 
hatters’ furrier, and took possession of the premises 
on October 6th, 1952. The respondent had no other 
business premises, and was unable to recommence 
business in new premises till midsummer 1953. In a 
claim for compensation for the compulsory acquisi- 
tion of its business the respondent included an item of 


И | (20 20,716 for temporary disturbance, this item being 


ased on loss of profits for the period from October 
6th, 1952, to midsummer, 1953. 

The claim was heard by the Lands Tribunal, and 
the appellant contended that in assessing the amount 
payable for temporary disturbance a deduction 
should be made for the income tax that would have 
been payable by the respondent if it had earned the 
profits in question. The Inland Revenue had given 
an assutance to the respondent that it would not be 
liable to income tax on the sum awarded as compensa- 
tion for temporary disturbance. The Lands Tribunal 
decided that no deduction for income tax should be 
made, and awarded {1,600 for this item of claim. 

Held (reversing the decision of the Court of Appeal), 
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that the £11,600 should be reduced by a sum in 
respect of the tax which would have been payable 
by the respondent if that amount of profit had been 
made in the period in question. ` 


In re Houghton Main Colliery Company Limited 
In the High Court of Justice ey Division) 
July 30th, T 
(Before Mr Justice WyNN-PARRY) 
Income tax ~ Liquidation — Claim for pensions ~ Lun 
sum payable — Whether tax deductible. 

The company went into voluntary liquidation on 
June 30th, 1953, and claims were made in the 
liquidation by the managing director and the secre- 
tary in respect of pensions which were payable to them 
under agreements with the company. The liquidator 
took out a summons for the determination of the 
question whether, in calculating the lump sum payable 
in respect of these debts for the pensions, income tax 
and surtax should be taken into account, and if so, 
what fiscal years should be considered for the purpose. 

Held, (1) that income tax and surtax that would 
have been payable had the pensions continued should 
be taken into account in computing the lump sums; 
(2) that it should be assumed that the pensions would 
have begun on June 3oth, 1953; (3) that the number 


of years which should be considered should be the. 


number of years taken into account by the actuary. 
in arriving at the capital sums. 
In re Letts 
In the High Court of Justice (Chancery Division) 
October roth, 1956 
(Before Mr Justice UPJOHN) 
(1) Estate duty — Transfer of shares — Whether a gift — 


Whether for full consideration — Customs and Inland - 


Revenue Act, 1881, Section 38 — Finance Act, 1894, 
Section 2 (2) (с) – Finance Act, 1940, Section 44 - 
Finance Act, 1950, Section 46. 

(2) Estate duty — Gift inter vivos — Direction to 
company to allot shares to donees — Subsequent allotment 
– Whether direction effective as assignment of donor's 
interest — Customs and Inland Revenue Act, 1887, 
Section 38 ~ Finance Act, 1894, Section 2 (2) ()- 
Finance Act, 1946, Section 47. 

(1) In 1935 the deceased and his two sons and two 
nephews entered into partnership to carry on a 
business. The deceased was described as the senior 
partner, and he was entitled to 10/24ths of the profits 
of the business. On the death of the deceased his share 
was to be divided equally between the two sons and 
two nephews. This transaction was at arm's length 
and for full consideration. 

In 1944 the business was transferred to a company, 
and the former partners received preference and 
ordinary shares in the company. The ordinary shares 
were divided among the former partners in propor- 
tion to their shares in the partnership. By an agree- 
ment of May sth, 1944, the deceased covenanted 
that he would not dispose of his ordinary shares 
except to his partners or some.or one of them and the 
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latter agreed among themselves that any shares so 
acquired from the deceased should go among the four 
of them equally. In 1948 the deceased agreed with 
the other four partners that 20,000 of his ordinary 


: shares should be exchanged for preference shares in 


the company. At that time the ordinary shares were 
paying a dividend of about 374 per cent, and were 
worth about 18s 6d each; the ordinary shares were 
worth £4 8s each. The decéased was then eighty. 

It was contended for the plaintiffs that in 1948 the 
deceased. had only a life interest in his ordinary 
shares, and that therefore the 20,000 préference 
shares that he received in exchange for the 20,000 
ordinary shares represented full consideration in 
money or money's worth. It was argued, in the 
alternative, that the deceased received, at the age of 
eighty, an absolute interest in the 20,000 preference 
Shares; and. that there was thus partial consideration 
moving to the deceased in money or money's worth. 

Неја, that the 20,000 preference shares were liable 
to estate duty, but that there had been partial 
consideration for the gift of these shares. . 

(2) In the vending agreement of 1944, when the 
partnership business was transferred to the company, 
the consideration for the transfer of certain assets was 
the allotment of preference shares to the former 
partners. In connection with this part of the transac- 
tion some of the assets in question were written up 
from £18,304, at which they then stood in the books, 
to £25,000; and it was agreed that of that write-up, 
each partner should be entitled to a proportion equal 
to his share in the profits of the company. Thus by 
virtue of his 10/24ths share the deceased's proportion 
of the write-up was £7,342, and he became entitled 
to have allotted to him that additional number of 


- preference shares. 


At about the same time the deceased was proposing 
to make a gift of the 7,342 preference shares, when 
issued, among his two sons and his daughter, and on 
July 2gth, 1944, the deceased signed a document 
requesting and authorizing the company to allot the _ 
7,342 preference shares among his three children in 
proportions there stated. The shares were actually 
allotted on February oth, 1945, and the deceased died 
within five years of this date. 

It was contended on behalf of the plaintiffs that 
the evidence clearly showed that the deceased 
intended to give the shares in 1944, when he signed 
the letter of direction to the company; that he then 
did all that he could do to divest himself of his 
interest in the 7,342 preference shares, which the 
company was in a position to allot; and that there was 
therefore an effective gift of those shares on July 
29th, 1944, which was more than five years prior to 
the deceased's death. 

Held, that the document of July 29th, 1944, was an 
equitable assignment of all the deceased's interest in 
the 7,342 shares; that there was then an implementing 
of the deceased’s intention of making a gift; that a 
perfect gift was made on that day; and that estate 
duty was, therefore, not leviable on those shares. 


November 24th, 1956 


THE ACCOUNTANT 551 


WOMEN CHARTERED ACCOUNTANTS' 
DINING SOCIETY 
ANNUAL DINNER IN LONDON 


Sixty members and guests were received by the 
Chairman of the Women Chartered Accountants’ 
Dining Society, Miss V. M. Burton, F.c.a., at the 
annual dinner of the Society held at The Hotel Rubens, 
London, SW1, on November 16th. : 

'The guests of honour were: Mr А. S. H. Dicker, 
M.B.E., F.C.A., President of The Institute of Chartered 
Accountants in England and Wales, and Mrs Dicker; 
Mr Stuart Ogg, President of the, National Dahlia 
Society; and 

Mr A. L. de Bruyne (Secretary, 7th International Congress 

of Accountants, Amsterdam, 1 n 1957); Mr C. Boertien (Assistant 

ecretary, 7th Internatio Congress); Mr B. J. Davis 


(Member of the Executive Committee of the Chartered 


Accountants’ Benevolent Association), and Mrs Davis; Mr 
А. S. Maciver, M.C., B.A, (Secretary of the Institute); 


Mr C. M. Strachan, O.B.E., F.C.A. (Member of be Copiar 


the Institute). 


Tribute to the Institute 


Proposing the toast of “The Institute of Chartered 
Accountants’, Miss Burton paid a tribute to the Council 
ds secretariat of the Institute for all their invaluable 
wo: 

Miss Burton went on to advocate an increase in 
the number of articled clerks allocated to each practising 
member, and added: 

‘Members of the profession are so active helping others 
it is sometimes difficult to find people willing to work in 
the profession. It is hard on us when we have trained clerks 
who, when qualified, have to leave the office for service in 
H.M. Forces, and we are faced with the problem of working 
without qualified assistants for some time to come. If we 


were allowed additional clerks our individual practices ~ 


would be strengthened.’ 

After commenting that whatever the future might 
hold in the field of automation, the Institute would 
cope with the situation as it arose, Miss Burton 
referred to the annual summer course at Oxford, 
saying: у 

‘It is a most happy gathering and the best of speakers 
give lectures on matters of current importance. The 
speakers give much of their time to individual study groups. 


While only two women members attended in 1955 and’ 


again in 1956 I do hope more will make every effort to 
in 1957. It is a wonderful experience and I trust I shall bé 
fortunate enough to be there.’ 


Increasing Number of Women Members 
Replying to the toast, Mr Dicker said that in this 
enlightened era it was universally accepted that the 
ranks of the professions included an increasing element 
of women, many of whom had attaihed the highest 
eminence in their spheres. Lady barristers, doctors 
and architects were taken for granted, and quite 
tightly so, because they had earned recognition. In 
the realms of politics and the Civil Service they were 
found in the highest positions, all doing a splendid job. 
He continued: 

‘As was to be expected, the opening of the doors of 
Moorgate Place provided a ready attractidh for the ladies, 


with the result that just over 200 have qualified as chartered 
accountants, over two-thirds of whom are either in practice 
or employed in practising offices :.. I acknowledge the 
valuable contribution they are making towards the general 
welfure of the Institute. As I go round the provinces it is 
gratifying to see.quite а number of lady. articled pupils, 
to whom I wish the best of luck in their examinations.’ 


First Lady Chartered Accountant 


_ Mr Dicker recalled that the first lady chartered 


accountant, Miss Mary Harris Smith, taking advantage 
of an Act of Parliament in 1919 which removed the 
sex disqualification, was made a Fellow straight away, 
without an examination; she had been in practice since 
1879. The first lady to qualify by examination – who 
he was glad to see present at the dinner— was Miss 
Ethel Watts (Applause). 

Mr Dicker went on to describe some examples of the 


female motif in the architecture of Moorgate Place. He. 


referred to the sculpture and allegorical scenes on the 
outside friezes and commenting on the well-known 
figure representing Economy ~ "The Institute Lady’ – 


- he said: 


"This figure, which is familiar to thousands, forms the 
subject of the Presidential Badge of Office, and is to be 
found on all documents appertaining to the Institute. 

She stands out in stone over the main entrance and is to 
be found also in stained glass in the staircase windows. 

‘The figure is of seventeenth-century origin and was at 
that time described as: 

“А matron of serious aspect crowned with olive and 
holding a compass in her left hand, a rod in her right. 
Behind her is a rudder. Every family has need of its own 
particular laws, so she is shown holding a rod signifying 
commend. The garland of olive shows that the good 
economist must песевза у maintain peace in her house. 
The compass teaches how each economist should measure 
her powers and so estimate by means of reckoning what 
she has to spend.” ' 


Mr Dicker added that the compass should more 
correctly be described as dividers for use in accurate 
measurement and this could be held to refer to 
Economy’s impartial patronage of both auditing and 
standard costing. 

The toast of ‘Horticulture’, was proposed by Mrs 
P. M. M. Shepherd, А.С.А., who said it was their 
custom to do honour to one of the professions or arts, 
and this year the theme was horticulture. Mr Stuart 
Ogg responded to the toast. 

The.toast of “The Guests’ was proposed by Miss E. 
M. Smith, a.c.a., who, after welcoming the guests, 
expressed their regret at the absence, through illness, 
of Mrs Maclver, and sent their wishes for her speedy 
recovery. 

Replying to the toast, Mr Strachan said it was 
hoped By the Council that many of the ladies would 
attend the 7th International Congress of Accountants in 
Amsterdam next September. There would be no 
autumn meeting of the Institute, where they had always 
been happy to see the women members, but he sug- 
gested they should look forward to Amsterdam, 
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FOR STUDENTS 


COST ACCOUNTING 
Standard Costing 


Standard costing is a technique which is of com- 
paratively recent origin, and its purpose is to enable 
costs to be controlled rather than merely to determine 
them as do other systems of cost accounting. 

Cost of production of any commodity or service 
‘depends upon two factors — expense and output. 
Under a system of standard costing, standards are 
established for both these items, __ 

The physical units of raw materials which are to be 
used in obtaining one unit of production are established 
and units of overhead expenses (in money terms) are 
also fixed. The expenses of obtaining the raw materials 
(including labour etc.) are the subjects of further 
standards, as are all the indirect expenses which 
together comprise the overhead expenditure. 

From a comparison of the costs of production (as 
determined by the standards) with the standard output 
at a standard selling price, one may arrive at a figure 
of standard profit. 

In practice, this will seldom, if ever, be the actual 
.profit which arises: estimates may have been at fault, 
budgets may have been revised, or external factors 
, may have made it impossible to conform to the various 
standards. In practice, however, these variances from 
the standards do not vitiate the cost accounts; they are, 
indeed, the purpose of the whole system. 

Variances which arise will be identified immedi- 
ately a comparison of the actual expenses, quantities 
of materials, etc., is made with the standards; in 
practice, this means as soon as the variances arise. [^ 
will then be possible to calculate quite simply the 
overall effect that such variances will have upon the 
standard profit, and furthermore, by suitable analysis 
of the variances it will be possible to bring respon- 
sibility for such variances down to identifiable matters 


or persons. 

COMPANY LAW 

; Directors - V | 
Section 189 of the Companies Act, 1948, renders it 
illegal to pay to a director remuneration free of income 
tax or of income tax other than surtax or otherwise 
calculated by reference to or varying with the amount 
of the director's income tax or income tax other than 
surtax. The only exception to this rule is in the case of a 
contract which was in force on July 18th, 1945, which 
expressly provides for the payment of such remunera- 
‘tion. If the provision is contained in a later contract or 
in the company's articles, the net sum to which such 
reference is made is to be regarded as being a gross 
sum subject to income tax and surtax. 

Loans to directors and guarantees in connection 
therewith, are prohibited by Section 190. Exceptions 
to this general rule are made: 

(a) where the company is an exempt private 

company; 

(Б) where the director is a holding company; 

(с) іп the case of companies whose Drdinary 
business includes the lending of money or the 
making of guarantees; 

(d) where the loan is to meet expenditure to be 
incurred by the directgr for the purpose of 
performing his duties ag such. 


In the last-mentioned exception, it is necessary for 
the company to give prior approval at a general meeting 
at which the purposes of the expenditure and amount 
of the loan or extent of the guarantee are disclosed; or 
if the approval of the company is not so given, the loan 
must be repaid ог the guarantee discharged within 
six months from the conclusion of the annual general 
meeting following the making of the loan or guarantee. 

Compensation for loss of office may be paid to a 
director only when the details are disclosed to and 
approved by the members of the company (Section r91). 

Any payment, or transfer of property, to a director 
by way of compensation for loss of office which is not 
approved by or has not been disclosed to members of 
the company is illegal and such moneys or property 
as have been received by the director are deemed to 
have been received by him in trust for the company 
(Section 192). 

These provisions also apply where an offer i is made 


to pay compensation to a director conditional upon the 


transfer of all or any of the shares in the company 
which arises from offers made to the general body of 
shareholders or by certain individuals or with other 
provisions attaching thereto. In suéh cases it is the 
duty of the director to take all reasonable steps to 
ensure that the shareholders receiving the offer for 
their shares are acquainted with the details of the 
proposed payment, even though this payment is not 
proposed to be made from the funds of that company. 


INSTITUTE RECOMMENDATIONS 
No. XIII. Accountants' Reports for 
Prospectuses 
Recommendation ХИТ of Тће Institute of Chartered 
Accountants in England and Wales was published on 
March r1th, 1949, and relates to the treatment of fixed 


‘assets and depreciation in accountants’ reports for 


prospectuses. 

The foreword notes that under the Fourth Schedule, 
Companies Act, 1948, the report by a company's 
auditors, which is required for prospectus purposes, . 
must deal with (a) the profits or losses for each of the 
five financial years immediately preceding the issue of 
the prospectus; and (b) the assets and liabilities at the 
last balance sheet date. In practice, reports usually deal 
with ten financial years in order to comply with stock 
exchange regulations. In all such reports, the auditors 
must state what adjustments, if any, have been made 
to the figures of profits or losses, or assets or liabilities, 
in comparison with the published accounts. (As an 
example of such adjustments, it may be stated that it 
is the custom to delete extraneous or non-recurring 
profits or losses so that the true trend of trading profits 
may be disclosed.) 

The amounts charged against profits by way of 
depreciation pfovisions will depend both upon the 
historical cost of the fixed assets (which is unlikely to 
coincide with the replacement cost) and with the 
depreciation policy adopted since their purchase. In any 
event, the written-down value of the fixed assets in the 
books of account will seldom give any indication of the 
current market values of those assets. Sometimes fixed 
assets have been valued independently, and these 
values have thén been incorporated into the books with 
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the consequence that depreciation provisions there- - 


after have been calculated not on the historic cost, 
but upon the basis of the valuation figures. Sometimes 
valuations have been made, but the figures resulting 
therefrom have not been incorporated into the books 
of account, though they may well have been the cause 
of a change in the depreciation policy adopted in 
respect of those assets. 

Further points which are made in the foreword to 
Recommendation XIII are that variations in the 
depreciation policy of a subsidiary company will have 
repercussions in the accounts of the holding company 
when such matters as goodwill are considered; and 
will also give rise to a misleading indication of the 
profits assessable to taxation and hence the net amount 
of profits available for distribution. 

The specific recommendations of the Institute, 
may therefore be summarized as follows; 

(1) If material to the report, the amounts charged 
for depreciation should be stated. 

(2) Where there has been any change in the basis of 
depreciation, the effect of the change should be indi- 
cated if it is material and cannot be adequately dealt 
with by way of adjustment to the figures. 

(3) Where the taxation allowances for depreciation 
differ materially from the charges made in the accounts: 

(a) if the difference is material in relation to the 
profits or losses shown, this fact should be stated 
and the difference revealed if appropriate; || 

(b) if the allowances obtained for taxation purposes 
are substantially greater, it should be considered 
whether the adjustment should ђе made to 
substitute the tax allowances for the depreciation 
provisions made. 

(4) ТЕ the charges made in the accounts for depre- 
ciation are substantially greater than the allowances 
obtained for tax purposes (including cases where no 
allowance whatsoever may be obtained for tax 
purposes): 

(а) the amount of the excess of depreciation charged 
over tax allowances obtained for the year pre- 
‘ceding the report should be stated; 

(5) the report should indicate that the depreciation’ 
must be obtained from a net taxed fund. . 

(5) Where a valuation of fired assets has been in- 
corporated into the books: 

(а) it is not customary to make adjustments to the 

depreciation charged in previous accounts; 

(b) the report should indicate the approximate future 
annual provision computed on the basis of the 
valuation, comparing this with the actual pro- 
vision made in the previous year’s accounts. 

(6) Where a valuation of fixed assets-is used by the 
directors in the prospectus to indicate the assets cover 
for the issue, but the valuation is not incorporated in 
the accounts: 

(a) the report should not include figures based on a 

valuation in excess of the amounts in the accounts; 

(b) Before consenting to the inclusion of their report 
in the prospectus, the accountan& should either: 

(i) ascertain from the directors that the directors’ 
estimates of future profits available for divi- 
dend, as shown in thé prospectus, have been 
arrived at after the appropriate deductions 
have been made for the profits it will be 
necessary to retain as reserves (including 
profits set aside for the redemption of prefer- 
ence shares or debentures) in érder to main- 
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tain the assets cover indicated in the ргоз- 


pectus; or 

(ii) if such deductions have not been made, they 
should satisfy themselves that the disclosure 
is sufficient to show how far the directors 
have taken this factor into account. 

(7) In the case of a holding company effect should 
be given to the foregoing recommendations where 
either: 

(a) the cost of its shares in subsidiaries is materially 
in excess of the amount at which the underlying 
net assets stand in the accounts, and a material 
part of the excess relates to fixed assets which are 
subject to depreciation; or 

(5) there is used in the prospectus a valuation of the. 
subsidiaries’ fixed assets, which is materially in 
excess of the amounts at which such assets stand 
in the accounts, or so stood immediately prior 
to their valuation. 

(8) In the foregoing recommendations, references 
to allowances for taxation purposes should be inter- 
preted as being references to annual allowances, 
excluding initial allowances, balancing allowances, and 
similar items. It may be necessary, in some cases, how- 
ever, to take into account balancing allowances and 
charges where these are material. 


PARTNERSHIP LAW 
Partnership Property 
It is frequently necessary to determine what property 
belongs to the partnership and what property remains 
the individual property of the partners. 

Generally, the decision must rest upon the partner- 

ship agreement or the intention of the partners. 
When a partnership is formed the assets which are to be 
the property of the firm should be.stated in the 
partnership agreement, but unless otherwise agreed, 
all property, rights and interests in property originally 
brought into the partnership or acquired on account 
of the firm or for the purposes of and in the course of 
the partnership business, is partnership property. It 
must, therefore, be held and used by the partners 
exclusively for the purpose of the partnership. Where 
property is bought with the money of the firm, unless a 
contrary intentión is shown by the acts of the partners, 
it is deemed to be partnership property. 
- A contrary intention might be shown by debiting 
the current account of a partner with an asset bought 
with the firm's money, e.g. a desk. In such cases the 
property in the asset bought will remain that of the 
partner to whom it is charged and it will not be 
considered partnership property. 

During the continuation of a partnership all 
partners are deemed to be joint owners of partnership 
property, and, therefore, every partner owns, in 

, а part of every asset. Under normal cases of 
joint ownership, on the death of one owner, his co- 
owners succeed to his share, but in the case of partner- 
ship property this is not so, and the personal repre- 
sentative of a deceased partner is entitled to his 
interest in the partnership. 

On death, a partner's share is deemed to be 
pers , even though the whole of the assets of the 
firm may consist of real property. Accordingly, in the 
estate of the deceased partner they must be shown with 
other personalty and interest on estate duty is payable 
on the amount of the partner's share of assets from the 
date of death to the date pf payment of the estate duty. 


554 


THE ACCOUNTANT 


November 24th, 1956 


NOTES AND NOTICES 


The Editor of The Accountant 


Mr Arthur E. Webb has been appointed Editor of 
The Accountant in succession to Mr Derek du Pré 
who resigned on September rst, 1956, on his appoint- 
ment as Joint Secretary of The Institute of Cost and 
Works Accountants. 

Mr Webb has been Assistant Editor for the past 
seven years. 


The Institute of Chartered Accountants 
in England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council Meeting held on November 7th, 1956, who 
completed their Fellowship or Membership before 
November 19th, 1956. 


"Associates elected Fellotos 
Bostock, Christopher Ingram, M.a.; 1951, A.C.A.; (Annan, 
Dexter & Co), a1 Ironmonger Lane, London, ECa; (for 
other towns see *Deloitte, Plender, Griffiths, Annan & Co). 
Delahunty, Paul Vincent; 1951, ACA: (Frank Wilkinson 
& Co), 327 Stretford Road, Manchester, 15. 
Etchells, Frank Winston, B.4.; 1932, A.C.A.; (* 
& Norton), Station Street Buildings, Hoddeisüeld. 
Finch, Cecil John; . 1951, “A.C.A.; (Mercer & Ноје), 
‘Gloucester House, 72 London Road, St Albans. 
Hall, John Anthony Kenneth; 1950, A.C.A.; (Mercer & 
Hole Gloucester House, 72 London Road, St Albans. 
RAI ore, Shirley; 1948, A.C.A.; 140A Redland Road, 


Hunter. ИА Alexander; 1951, А.С.А.; (Kenneth 
& Со), Тће London Assurance House, 36 Bennetts 


Birmin, 

Ingram, ugh Cedric; Me Fano (Langley, Stuttard 
& Co), arr Road, Nelson, Lancs, and at Burnley. 

Kershaw, Lawrence Morris; 1947, A.C.A.; (Harrison, Son, 
Hil & Co), Charter House, 52 б 

I. 

Landin, Davie; 1923, A.C.A.; 68 Queen Street, Sheffield, 1. 

Langdon-Davies, Robin Harry, р.р.с.; 1950, A.C.A; 
(Thornton & Thornton), 8 King Edward Street, Oxford. 

Meads, Harold Godfrey, в.сом.; 1930, A.C.A; ‘Wood- 
lands’, Hanyards Lane, Сои еу, Herts 

Michaels, Gerald Harry; 1950, A.C.A.; G. H. Michaels & 

, a88 Seven Sisters Road, Finsbury ark, London, N4. 

Munday, Robert Cecil; 1947, А.С.А.; (Buzzacott, Lilly- 

inis & Co), Copthall House, Copthall Avenue, London, 
2. 

Oldroyd, Ronald; 1946, А.С.А.; (У. L. Gallant & Co), 28 
East Parade, bd. 

Touche, Anthony George; 1951, А.С.А.; (*George А. 
Touche & Co), Suffolk House, Laurence Pountney -Hill, 
London, EC4, and at Birmingham. 

Walker, John Storr; 1948, A.C.A.; (T. & H. P. Bee), 
Queen's Chambers, 16 Queen Street, Blackpool, and at 
Fleetwood and Preston. 

Watson, Alec; 1941, А.С.А.; (Langley, Stuttard & Co), 12 
Hargreaves Street, Burnley, and at Nelson. 

Willis, Norman Geoffrey; 1951, A.C.A.; (Poulsom & Co), 
National Bank Building, Fenwick Street, Liverpool, 2. 


(Not in England or Wales) 

Piercy, William Maurice, 19339, А. Per (*Evatt & Co) and 
(*Price Waterhouse & Co), N.T.S. Building, D’ Almeida 
Street, (P.O. Box 164), Singapore, and at Ipoh, Kuala 
Lumpur, Malacca and Penang. 


“placed against а Firm Name sigfiifies that the Firm is not 
а compord of memes of the Institute. 


loucester Place, London,- 


Personal 


Messrs CHALMERS, WADE & Со, Chartered 
Accountants, announce that Mr W. E. BURNLEY, 
B.A., A.C.A., who has been a partner in their. Yeovil 
office since April 1st, 1922, has retired from .the 
partnership as from October rst, 1956. He will 
continue to be associated with the firm and will be 
available for consultation. They also announce that, 
Mr С. N. Dove, a.c.a., who has been with the firm 
in Yeovil for a number of years, has been admitted 
to partnership from the same date. 

Messrs Hacker, RuBENS & Со, of 18 Maddox 
Street, London, Wr, announce that as from Sept- 
ember rst, 1956, Mr MICHARL L. PHILLIPS, A.C.A., 
has been admitted into partnership. The name of the 
firm will remain unchanged. 


Professional Notes 


Mr R. C. Heron, А.С.А., has been appointed 
secretary of Cochran & Co, Annan, Ltd. 

Mr W. J. Parker, A.5.4.4., formerly secretary of 
Everett, Edgcumbe & Co Ltd, has been appointed 
chief accountant of Addressograph-Multigraph Ltd. 


National Insurance Pensions: ‘Late-age 
Entrants' 

The National Insurance Advisory Committee is to 
examine and report on draft regulations! concerning 
‘late-age entrants’ to the National Insurance scheme. 

‘Late-age entrants’ are defined as those people who 
were not insured for old age pensions when the 
National Insurance scheme began on July 5th, 1948, 
and who were then between the ages of 55 and $5 
if men, or between 50 and 60 if women. The dr 
regulations would allow them to claim their retire- 
ment pensions (and where necessary give notice of 
retirement) up to sixteen months in advance of 
July 5th, 1958, when they can qualify for their 
pensions. | 

Usually retirement pensions can only be claimed 
up to four months in adis vance: the proposed extension 
would allow an earlier start to be made in dealing 
with the 400,000 or so claims involved. 

Representations on these draft regulations will be 
considered by the Committee and they should be 
sent before December roth, 1956, to the Secretary, 
National Insurance Advisory Committee, 10 John 
Adam Street, London, WC2. 


Chartered Accountants’ Hockey Club 
Mr H. Tranter, the Shropshire, Midlands and 
England reserve goalkeeper joined the Club recently. 
Mr Tranter is the producer of the Hockey Associa- 
tion's instructional *talkie' film, which is at present 
being shown throughout Great Britain. 


2 Draft National Insurance (New Entrants Transitional) 
Amendment Regulations, 1956. H. M.S.O. sin net. 


‘November 24th, 1956 ` 


Mr pu Cann asked the Chancellor of the Exchequer 
the number of retirement benefit schemes which have 
been approved by the Inland Revenue in each of the 
following categories, namely, schemes approved under 
Section 379, Income Tax Act, 1952, group schemes 
and schemes relating to named individuals of the 
funded type to which Section 386 (1) of the Income 
Tax Act, 1952, relates, and unfunded arrangements 
to which Section 386 (2) of the Income Тах Act, 1952, 
relates, during each of the months of August, Sep- 
tember and October of this year, or to the latest 
convenient date. 

Mr H. Brooke: The answer is аз follows: | 

(x) Schemes approved under Section 379, Income Tax Act, 

I952 
аи and September 1956 
October 1956 
(2) Group schemes to which Section 386 (9 relates 
August and September 1956 
October 1956 : 
(3) AM arrangements to which Section 386 9 
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5 
(4) бен arrangements to which Section n 386 G) rates 
August 1956.. se : 

я September 1956 Le z ve 52 E 
i October 1956 

The figures under (2), (3)- and (s above include both 6) 
schemes approved under Section 388 (1) and (ii) schemes 
brought to the notice of the Inland Revenue which, though 
of a similar pattern, do not require such ‘approval, usually 
because the employer is not a body corporate. The latter 
are thought to represent a d proportion of each total. 

* Figures for August and September, separately, are not 
available. 

_ Hansard, Nov. 19th; 1956. Written Answers. Col. 58. 


The Association of Scottish Chartered: 
_ Accountants in the Midlands 
The first meeting of the 1956-57 winter session of 
The Association of Scottish Chartered Accountants 
in the Midlands was held on November 8th, when 
Mr G. H. Gardner, of France, Fenwick (Insurance) 
Ltd, addressed members on ‘Pension Schemes’. 
Other meetings have been arranged as follows: 
* Thursday, December 13th: "Ihe organization and func- 
tioning of the stock exchanges of Great Britain’, by 
Mr P. J. Feeny, of Messrs Cutler & Lacy, Stock- 


brokers. 


` Tuesday, January 15th, 1957: ‘Some accountancy 
of prospectuses and share marketing operations’, ge 
Mr J. A. Robertson-Walker, :0.B.E., B.A., С.А. 


The- annual .dinner will be held on March rst, and is 
to be attended by the President and the dos of 
the Scottish, Institute. E 
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Manchester Society of Chartered 
Accountants 

The next meeting of the Manchester Society of 
Chartered Accountants will be held at the Chartered 
Accountants’ Hall, 46 Fountain Street, Manchester, 2, 
on December 3rd. The meeting, which commences at 
6 p.m., will be addressed by Mr G. A. Boardman on 
“Management requirements of the industrial and 
practising accountant’. 


` Central. London Discussion Group 
'The Central London Discussion Group of the 


` London and District Society of Chartered Account- 


ants will meet at The Lamb and Flag, Rose Street, 
WC2, next Tuesday, at 6 p.m., to discuss ‘Industrial 
relations’. The subject will be introduced by the 
Group chairman, Mr E. Smith, A.C.A. 

Prospective members are invited to telephone or 
write to the Hon. Secretary, Mr Stanley Dent, a.c.a., 
187 Wardour ee London Wi. Gerrard 7026. 


The Institute of Cost and Works Accountants 
. NORFOLK AND SUFFOLK BRANCH 


The third annual dinner of the Norfolk and Suffolk . 
Branch of The Institute of Cost and Works Account- 
ants was held at The Royal Hotel, Norwich, on 
November 16th. The guests were received by Mr 
R. T. Jarvis, a.c.w.a., President of the Branch, with 
Mrs Jarvis, and Mr Ian T. Morrow, C.A., F.C.W.A., 
President of the Institute, with Mrs Morrow. 
Among the guests were: ` 

'The' Lord Mayor and Lady Mayoress of ‘Norwich, The 
Mayor of Gt. Yarmouth, the Bishop of Norwich and Mra 
F.c.A., and Lady 
Mayhew, and Messrs A. E. Shaw, FCA. (Vice-President, 
East Anglian District Society of Chartered Accountants); 
J. С. Thornley, F.s.a.a. (President, Incorporated Account- 
ants’ District Society of East Anglia); H. Adams, 
F.C.1.8. (Chairman, East Anglia. Branch E the Chartered 
Institute of Secretaries); Derek du Pré (јони Secretary, 
The. Institute of Cost and Works Accountants). 


The toast of “The Institute’ was proposed by Sir 
Basil Mayhew, who reviewed the circumstances.and 
emergencies of the First World War which im- 
mediately preceded the formation of the Institute. 
He referred also to the Institute’s extremely rapid 
growth since the last war. . 

In reply, Mr Morrow stressed the continued 
development of the Institute and the emphasis placed 
on service 10 students; he also compared general 
management training in this country. with that in the 
U.S.A. 


JOHN FOORD & COMPANY 


56 -VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS- AND ASSESSORS 


OF WORKS, „FACTORIES, PLÁNT-&: MACHINERY, Etc. 
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Union of Chartered Accountant Students’ 
Societies 


Members of students' societies are reminded that all 
students' societies welcome to their meetings members 
of other societies who are temporarily in their area. 

There is also an arrangement for transfer of mem- 
bership without additional fee for members who 
permanently change their district. The interchange 
should be carried out through the secretaries of the 
societies concerned. 

À list of towns where students' societies hold 
meetings will be found on the cover of this issue of 
The Accountant. 


The Chartered Accountant Students’ Society of 
London 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m., at Caxton Hall, Victoria Street, SW:. 

e on “The current economic problems of the 
country’, by Professor F. W. Paish, M.C., M.A., Professor 
of Economics and Business Finance, University of 

‘London. Chairman: Mr R. P. Matthews, J.P., B.COM., 
F.C.A. ў 

Tuesday: Visit to Ford Motor Works (limited number). 
6 p.m.: Film and demonstration of punched-card 
accounting (limited number). 

Friday, 5.30 p.m., at the Institute: Introductory course 
lecture on “The law of Banking’, by Mr P. W. Medd, 
Barrister-at-law. А 
7 p.m., at Chelmsford: Lecture on ‘Consolidated accounts’ 
by Mr R. Glynne Williams, F.C.A. | 


Annotated Tax Cases 


Part 3 of Volume XXXV of the Annotated Tax Cases, 
edited by Mr Roy Borneman, Q.C., is published 
today and contains reports, with notes on the 
judgments, of the following cases: C.J.R. v. National 
Coal Board (Ch.D.); William Vernon & Sons Ltd 
Employees Fund о. CIR. (Ch.D.); Marshall 
Richards Machine Co Ltd v. Jewitt (Ch.D.); C.I.R. v. 
White Bros. Ltd (in liquidation), (Ch.D.); C.LR. 
v. Pollock & Peel Ltd (in liquidation), (Ch.D.); 
New South Wales Commissioner of Stamp Duties v. 
Permanent Trustee Company of New South Wales 
Cre С.Т.Р. v. Mardon (Ch.D.); C.I.R. v. Buchanan 
Ch.D.); Jacobs v. Eavis (Ch.D.); Pyrah v. Annis & 
Co Ltd (Ch.D. Evans Medical Supplies Ltd v. 
Moriarty (Ch.D.),; London Investment and Mortgage 
Co Ltd v. C.I.R. (Ch.D.y; B.P. Refinery (Kent) Ltd v. 
Kent River Board (Q.B.D.); Hart v. Sangster (Ch.D.). 

The annual subscription to the Annotated Tax 
Cases is 305 post free; the publishers being Gee & Co 
ое Ltd, 27-28 Basinghall Street, London, 
EC2. 
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Our Weekly Problem 
No. 145: TRICKY BUSINESS 


Charles Sidate was examining the Part 2 examination 
results of the String Pullers' Association. No one 
failed in both papers. Eighty-seven passed in 'In- 
fluence’ and ninety-three in ‘Graft’, Twenty-two 
failed in one or the other. | 

How many received the diploma for passing both 
examinations? 

The answer will be published next week. 


ANSWER TO No. 144: SMOKER’S CoOFFER 


At 4s 10d per ounce. Р 
Change from ros for.2 ozs: threepenny piece, penny. 
37 » £I 5, 3 028: half-crown, florin, shilling. 


" » £1 4 4028: two threepenny pieces, two 
pennies. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant ог NOVEMBER 26TH, 1881 


Extract from the paper entitled — . 


CANADIAN LOAN COMPANIES’ BALANCE 
SHEETS 


The following is from a paper read before the 
Institute of Accountants and Adjusters of Ontario at 
their meeting on September 3oth last, by Mr. W. A. 
Douglass, of the Freehold Loan and Savings Com- 
pany: ... | 

MEANINGLESS AND UNEXPLAINED 'ERMS.—1f any 
document in this world should be clear, free from 
obscurity or ambiguity, а balance-sheet should, It is, 
therefore, almost more than surprising that sharehold- 
ers show so much patience in accepting statements 
that contain terms just as clear as so much Arabic or 
Chinese. One statement gives under the head of 
receipts: Repayment on ml es so much; on 
account of mortgages so much. Why these two items. 
are separated, in what way they differ, so that they 
should appear distinct, nothing is given to explain. 
Insurances, in the same statement, 18 80 many thou- 
sands, but whether this is part of the company's 
expenses or to be charged to borrowers is not ex- 

lained. One statement enters an item as "petty 
ка The shareholder reading that finds there is 
mystery everywhere, even in figures, and what ‘‘petty 
ledger” means he asks himself in vain. It may be a 
skilful artifice to get shareholders to attend the annual 
meetings to obtain explanations of those parts of the 
report which they cannot understand: 
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STAMP DUTIES AND THE 
PAYMENT OF MONEY 


VERY time money is paid the transaction can involve the 

two parties in a total expense of ninepence for stamps 

alone; twopence on the cheque, twopence on the receipt, 
and twopence halfpenny postage on each of them. One of the 
incidental repercussions of the excellent report of the Committee 
on Cheque Endorsement, which was the subject of a leading 
article in our issue of November 17th, has been a renewed interest 
in the question..of expenditure on stamps. 

The traders’ credit system of settling a large number of 
accounts at once was referred to in the report as offering a saving 
of expense for the debtor, but this hàs been questioned. We 
publish on another page a letter pointing out that the bank may 
charge as much as ninepence per item when such a system is. 
adopted. 'This is no doubt in addition to any stamp duty which 
may be attracted and therefore it is pertinent to consider whether 
the twopence cheque duty on the individual payments is in fact 
avoided. Of course, if the system is not adopted, the individual 
cheques would each result in an addition to the bank charges 
payable, at any rate in the ordinary case. 

Whether a system of block payments avoids stamp duty 
depends on the precise manner in which it is operated. As long 
ago as 1904 the Board of Inland Revenue issued a ‘minute’ 
claiming that multiple duties were payable if the system described 
in the minute were adopted, and this system does not differ very 
greatly from the traders’ credit system described in the 
report. Under the system described by the Inland Revenue, 
the debtor hands to each creditor a document informing him 
that a named banker has been authorized to pay the creditor 
the sum mentioned in the document and that payment will be 
made if the document is presented to the bank. Concurrently 
with or before (the minute said ‘antecedently to’) the issue of this 
document, the debtor writes to his banker giving a list of the 
various persons to whom payments are to be made on presenta- 
tion of the documents, and requesting the banker to make such 
payments accordingly. 

The Inland Revenue said in the minute that they were advised 
that the letter of request to the banker came within Section 32 (6) 

eof the Stamp Act, 1891, as an order to pay money, and that a 
separate stamp was payable for each individual amount on the 
list, as a separate and distinct transaction. They said they were 
also advised that each document described above and handed to 
the payee fell within the first part of Section 32 as entitling the 
payee to the payment, accordingly that document also was 
chargeable to stamp duty. • 
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The Inland Revenue also said in the minute that 
they were confident that they could rely upon 
the ready assistance of bankers and their officers 
in seeing that documents of this character 
were correctly stamped, but they added in 
the next sentence a warning that should occasion 
arise, they would have no alternative but to take 
proceedings for recovery of the penalties imposed 
by Section 38. The minute was addressed as 
well to local authorities using their treasurer as 
banker and adopting the system described. 

What happens in the traders’ credit system 
may be somewhat different. The list of creditors 
(with the names of the appropriate branches of 
their respective banks) which is handed to the 
debtor's banker presumably contains no direc- 
tion to pay such creditors and therefore, pre- 
sumably on that ground, it is not regarded as an 
‘order’ for the payment of money; although it 
may well be that under the arrangements arrived 
at between the debtor and the banker such a 
document is in practice so treated. If the debtor 
draws a cheque for the aggregate amount in 
cash and orally instructs the banker to apply'it 
as shown in the list; it seems clear that that cheque 
can attract only twopence duty. Since. the list 
contains sufficient information to enable the 
paying banker to have the individual amounts 
credited direct to the accounts of the recipients, 
letters from the debtor to the creditors are not 
essential. Incidentally, it may be observed that 
one of the bodies which gave evidence to the 
Mocatta Committee was the Board of Inland 
Revenue. : 

One witness suggested a variant of the traders' 
credit system, a variant involving the use of a 
separate document for each individual payment. 
The creditor would send а card to his debtor 
with each invoice or statement of account, tlie 
card containing the name of the creditor's bank 
and appropriate branch. Тће debtor would add 
his own name to the card and hand it to his own 
bank, the payment then being made through 
banking channels. The object of this suggestion 
is to save labour, not, apparently, stamp duty. 
The card in question would seem clearly to 
constitute a document ‘entitling . . . any person 
. . . to payment by any other person. . . .; 
within Section 32 of the Stamp Act, 1891." 

An ingenious attempt to avoid cheque stamp 
duty by the use of documents with the attractive 
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name of ‘chequelets’ received short shrift from 
the Court in 1927. The Midland Bank issued to 
its customers books of ‘receipt’ forms and under- 
took to pay to third parties any amount under £2 
shown on a form signed by the customer. 'T'he 
Bank did not stamp these forms, arguing that.a 
receipt for less than {2 did not attract duty. 
The Court accepted the argument that the docu- 
ment was not a cheque; but held that it was 
a document entitling a person to payment of a 
sum of money, within the first part of Section 32 
of the Stamp Act, 1891. The decision emphasizes 
the principle that in determining the status of a 
document for stamp purposes, regard must be 
had to its function, rather than to the name 
which the makers give to it. 

In the matter of receipt stamps, the Mocatta 
Committee expressed the opinion that where a 
debt is paid by order cheque, a receipt adds 
nothing by way of evidence of payment, not- 
withstanding the almost universal custom of 
giving receipts for payments made by such 
cheques. Receipt-giving may well be a survival 
from the days when few people had bank accounts 
and most debts were settled’in cash or bank- 
notes. It is all the more curióus, therefore, that 
the present tendency is to give receipts where 
payment is made by cheque but not where it is 
made in cash. 

Anyone who makes a payment of £2 or more, 
whether by cash or by cheque, is entitled to 
demand a stamped receipt. If tbe recipient 
refuses to give such a receipt, or gives a receipt 
not duly stamped, he incurs a fine of £10, but 
only the Inland Revenue may institute proceed- 
ings for it. Hotels usually require payment in 
cash but very many of the smaller ones habitually 
neglect to stamp the receipts. In many large 
shops the cash customer receives a document 
which tries hard to be all things to all men 
without attracting stamp duty. With one eye on 
the Stamp Act the designers of such documents 
sedulously avoid all words denoting the receipt 
of money. Nevertheless, the document is not 
usually giver» to the customer until he has paid 
the cash, and he knows that if he is challenged 
on his way out of the shop with the goods, the 
document will be accepted without question as 
proof that he has paid for them. Nothing more 
appears to be needed to make the document a 
receipt. . 
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ч CAPITAL AND OUTPUT 


ГА HE interchange of ideas and methods 
between the accountant, the economist 
and the statistician is a notable feature of 

present-day practice. Thus, the nation's eco- 

nomic progress is presented in the form of 
social accounts, whilst the management account- 
ant assessés the progress of his business in 
statistical terms. Тће possibilities of further 
co-operation of this kind have been increased by 
the paper read by Dr Barna of the National 

Institute of Social and Economic Research to 

the Royal Statistical Society last week. 

The title of the paper, “The replacement 
cost of fixed assets in British manufacturing 
industry in 1955’, is possibly deceptive in the 
sense that it provides no guide to the relation 
between original and replacement costs. The 
paper presents an estimate, at replacement prices, 
of the total value as new, of the fixed assets 
now in use in industry, the industrial distribu- 
tion of these assets, and it suggests certain 
relationships between the amount of capital 
in use and the net output of the industry using it. 


The estimate of the value of fixed assets at 


replacement costs was made by. a. sample 
inquiry into the fire insurance value placed upon 
these assets. The inquiry was thus a direct one 
conducted by means of a questionnaire, supple- 
mented by oral and written explanations where 
necessary. In all, some ninety companies, con- 
trolling about 13 per cent of total employment 
and holding about 17 per cent of total assets, 
provided usable replies. The adequacy of this 
sample may be questioned by the statistician, 
but its acceptance by Dr Barna should give 
grounds for confidence. 
_ From the data provided by contributing 
firms, Dr Barna has estimated that at the 
middie of 1955 the replacement cost, new, of 
the fixed assets held by manufacturing industry 
was of the order of £15,000 million: a sum equal 
to nearly two and a quarter years’ net output of 
the ‘manufacturing industries. Rut what is 
probably more important is the ratio of fixed 
assets to employment. As an average, this is 
shown to be £1,800 per man, but there are wide 
variations -from ‘this average.. - 

Dr Barna divides industries into three main 
strata depending upon the degreg of capital 


intensity, i.e. fixed assets per employee. In the top 
stratum there are ten major industrial groupings, 
each of which show fixed assets of more than 
£3;000 per employee. At the head is mineral oil 
refining with a capital intensity of over £13,000 
per employee, followed by coke-ovens, sugar 
refining, chemicals, grain milling, paper, rayon, 
drink, iron and steel, and cement. At the other 
extreme are four traditionally handicraft or manual 
industries: clothing, pottery, manufactures of 
wood, and biscuits, in which the capital employed 
is less than £1,000 per employee. 

Together, the first and third strata employ 
about 20 per cent of the persons engaged in 
manufacturing; nearly 80 per cent are in the 
middle stratum in which the capital employed is 
between. {1,000 and £3,000 per employee. 

Dr Barna’s study has established that there is 
a fairly close relationship between assets рег 
employee and net output per employee. This 
concept of net output per employee is an import- 
ant one and needs, perhaps, to be defined. The 
net output of a firm is the difference; between the 
sales value of the output and the purchases of 
materials, fuel, components, etc., which have 
gone into the production of this: output. It 
represents, therefore, the value added to the 
purchases as a result of the productive process 
and is an amalgam of the efforts of labour and 
capital. Dr BARNA uses an alternative name for 
net. output – ‘value added’. Clearly, one would 
expect that value added per employee would be 
higher in industries with a high capital intensity 
than those in which the ratio of assets to employ- 
ment is low, since capitalis in fact replacing 
labour in the former industries. This expectation 
is verified by the inquiry. Indeed, Da Barna · 
suggests that value added per employee can be 
estimated as equal to a basic wage in manu- 
facturing plus 16 to 19 per cent of the replacement 
costs of assets per employee. This, of course, is 
an average for each industry. . 

Accountants can profitably use Dr Barna’s 
findings to discover how the firm in which they 
are interested compares with the average for the 
industry. This comparison can relate to capital 
intensity per employee, and also to capital used 
per employee as a proportion of value added 
per employee. `~ e, 
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THE FINANCING OF LOCAL GOVERNMENT 


IRTUALLY the only source to which 
local authorities can look for the financing 


of their various duties is the rates, and 
these have become more and more inadequate 
for their needs. The result has been a rapid 
increase in the contributions which have to be 
made by the central Government: inevitably this 
has been accompanied by greater control of 
local authorities by Whitehall. Feeling that such 
dependence was injurious to the system of local 
government, The Royal Institute of Public 
Administration in 1954 set up a study group 
whose terms of reference were to survey existing 
policies and practices for raising local authority 
revenue in the United Kingdom and elsewhere, 
to report on the question of importing overseas 
practices into the United Kingdom, and to con- 
sider whether sources of revenue alternative to 
rates could be devised. The inquiry assumed, not 
only the desirability of independence in local 
government, but also that those functions -at 
present entrusted to local authorities would 
remain in their hands. 

Мв F. A. Cocxrreip, Finance Director of 
Boots Pure Drug Co Ltd, was appointed chair- 
man of the study group. Its nine members, 
representative of central and local government 
and of the universities, included three members 
of the accountancy profession, Mr W. L. 
ABERNETHY, A.8.A.A., F.L.M.T.A., Deputy Comp- 
troller of London County Council; Mr R. S. 
MCcDOUGALL, A.C.A., F.1.M.T.A., County Treasurer 
of Hertfordshire; and Dr A. H. MARSHALL, 
С.В.Е., B.SC., PH.D. EF.S.&A, F.LM.T.A, City 
"Treasurer of Coventry. 

The report of this group has now been pub- 
lished under the title of New Sources of Local 
Revenue.* While the group was mainly concerned 
with local authorities in England and Wales, 
mónographs were, in the course of the study, 
prepared on the sources of local authority revenue 
in eleven other countries, and the book includes 
as a supplement to the report a full description of 
the system of local income tax in Sweden, pre- 
pared by Mr A. L. IMRE, C.A., F.LM.T.A., City 
Chamberlain of Edinburgh, and MR L. 5. 
Моврну, late H.M. Senior Principal Inspector 
of 'l'axes. 

T George Allen & Unwin Ltd. Lendon. 260 pp. 255. 


The present system of rating obviously bears 
unfairly on those occupiers of property who pay 
rates for the benefit of the community as a whole. 
The group was not directly concerned with the 
injustices of the system. It does, however, 
recommend the abolition of derating, which 
chiefly affects agricultural and industrial here- 
ditaments, as being no longer justified. 

А local income tax, such as exists in many 
countries overseas, imposes more fairly the burden 
of local authority finance. The group, however, 
rejects the idea of abolishing rates altogether 
and replacing them with such a local income tax 
as being neither practicable nor desirable, but it 
does recommend that the rates be supplemented 
by a tax on income not exceeding 3d in the £, 
the exact amount to be levied being left to the 
individual authorities. In addition, it recom- 
mends that tax on entertainmént, and possibly 
motor vehicle duties and driving licence fees 
might be transferred to local authorities. 

Such steps would give greater flexibility ‘to 
local government finance and permit the with- 
drawal of some seven-eighths of the present 
Exchequer grants, with increased independence 
in local government in consequence. The group 
stresses the fact that the taxpayer would pay no 
more in the aggregate, but merely more to his 
local council and less to the CHANCELLOR OF THE 
EXCHEQUER, and it is rightly concerned that 
reforms should be on simple lines: an expensive 
administrative machine to collect any new tax 
must clearly be avoided. 

There is a very great deal to be said for de- 
centralizing the functions of government – in- 
deed, there are many who feel that there is room 
for further decentralization – but undoubtedly it 
is widely felt that local councils are not so careful 
as they might be of the. taxpayers money. 
Though the group was not directly concerned 
with the question of local government expendi- 
ture, it may well be that a local income tax would 
make the taxpayer more aware: of the extent of 
that expenditure and, while it is thought that 
few will deny the need for reform in local 
authority finance,:it is clearly desirable that 
vigilance should bé maintained to curb extrava- 
gance in local government. 
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DIRECTORS' COMPENSATION FOR 


LOSS OF OFFICE 
SOME PRINCIPLES OF ASSESSMENT 
by H. N. BEETLESTONE, LL.B. | 


, HE compensation for loss of office 
frequently paid to company directors, can 
generally be classified under one or other 

of two heads. In the first place, there are sums 

which may be paid to directors to persuade them 
to retire gracefully from the scene when the 
board of a company is being reconstituted as, 
for example, in an amalgamation or reconstruc- 
tion. Secondly, there are payments which have 
to be made when a director, who has had the 
foresight to arm himself with an express contract 
of service, has to be got rid of before the termi- 
nation of his contract. Payments of the second 
class are, in fact, damages for breach of contract. 

In a case where there is no express contract of 

service the director may be in a difficult position, 

as in Read v. Astoria Garage (Streatham) Ltd 

([1952] 2 T.L.R. 130), but the present discussion 

will be confined to questions of amount in cases 

where liability is not disputed. 

The distinction between the two classes of 
case is recognized by the Companies Act, 1948. 
By Section 191, payment to a director of com- 
pensation for loss of office is unlawful, unless 
particulars have been disclosed to mémbers of 
the company and the proposal has been approved 
by the company. Similarly, by Section 192; 
approval of the company is necessary for any 
payment being made to a director as compen- 
sation for loss of office-in connection with the 
transfer of the whole or any part of the under- 
taking, or property, of the company. Section 193 
makes it the duty of a director to disclose any 
payment for loss of office made in connection 
with the transfer of his shares in the company. 
Finally, Section 194 (3) expressly recognizes the 
second class of case referred to above, as refer- 
ences to compensation: for loss of office in 
Sections 191, 192 and 193 do not include any 
bona fide payment by way of damages for breach 
of contract, or by way of ава respect of 
past services. 


Taxability in the Hands of the Recipient 
The position as to the taxation of sums paid by 
way of compensation for loss of office remains, 
at any rate for the time being, as was exemplified 
in two contrasting decisions of the Court of 


Appeal in 1950; Henley v. Murray (29 A.T.C. 35; 
31 T.C. 351) and Dale v. de Soissons (29 A.T.C. 
125; 32 T.C. 118). 

Where the compensation is paid under the 
terms of the agreement, or where a director with 
a contract entitling him to periodic remuneration 
accepts a lump sum in lieu of reduced or altered 
remuneration, with consequential amendment in 


the terms of his service, the lump sum will be 


taxable in the hands of the recipient, as part of 
the remuneration to which he was entitled for 
his services. Such a case was Dale v. de Soissons, 
where the company had the right to terminate 
the director's contract at a specified time by the 
payment of a specified sum by way of compen- 
sation for loss of office. The company exercised 
the option. The payment was held to be taxable 
as: the director had forgone no rights, but had 
received exactly what he was entitled to under the 
terms of his contract. Where, howéver, as in 
Henley v. Murray, the contract is abrogated and 
the lump sum is paid for the consideration for 
the abandonment of all the director's rights 
under the contract then such sum (which is in 
fact a payment of damages for breach of contract) 
will not, on the present state of the authorities, 
be taxable in his hands. 

Two notes are necessary to the foregoing. 
'The distinction between the two types of case 
is not an easy one, and the Master of the Rolls 
remarked at the beginning of his judgment in 
Dale 9. -де Soissons (29 A.T.C. 126), that the line 
between those cases where the taxpayer has 
succeeded, and those where he has failed, may 
perhaps be described as ‘a little wobbly’. The 
formula ‘compensation for loss of office’, though 
not to be deprived of significance, is not, in a 
case of this kind, conclusive. Secondly, there is a 
passage in the speech of Earl Jowitt in British 
Transport Commission v. Gourley (34 A.T.C. 305) 
which seems to indicate that, at any rate as far 
as the House of Lords is concerned, the point 
may still be open that compensation for loss of 
office iit the Henley v. Murray type of case may 
be taxable in the hands of the recipient. At page 
306 his lordship said: 

"T'he first case in which this question arose for 

decision was Fairholme v. Firth & Brown Lid 
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([1933] 14 7 T. 332). That was a case in which a 
company 
director. The damages were assessed at £18,000, 
and the issues for determination were: (а) whether 
any sum awarded to the plaintiff by way ot damages 
would be subject to. British income tax and/or 
surtax; (b) if not, whether this fact, and the fact 
that the plaintiff would have been liable to'income 
tax and surtax, if the money had been paid under 

'* the agreement, should be taken into account in 
. assessing damages. Point (а) was not, in fact, 
argued, it being agreed by counsel on both sides 
. that the damages would not be subject to tax; and, 
accordingly, Mr Justice du Parcq assumed, with- 
out deciding the point, that no tax would be 
. exigible on the amount of the damages, and pointed 
‘out that this was the foundation for the argument 
on point (5). I express no opinion what the answer 
` to point (а) would have been if it had been the 
‘subject of a judicial decision. There may well be-a 
difference between actions for регзопа! injuries 
and actions for wrongful аса) in regard to Ње 
obligation of the plaintiff to pay tax on the amount 
of damages received; and cases on the one topic 
may, therefore, be a dangerous guide to follow on 

· the other.’ 


It may be possible to dispose of the question 


of liability to tax of any sum paid by obtaining 
a ruling from the Revenue authorities, as was 
done in different, though comparable, circum- 
stances in West Suffolk County Council v, W. 
Rought Ltd ([1956] 3 All E.R. 216); see the letter 
set out in full in Lord Morton's speech at page 
219 of the report. 


The Gross Amount of Compensation 
Whether or not any sum paid by way of com- 
pensation for loss of office to a director will attract 
tax in his hands, the first step is to determine 
the gross amount of such compensation. The 
ascertainment of the gross sum to be paid will 
be in accordance with the normal rule that the 
measure of damages for breach of contract is the 

.loss incurred, and, subject to the common law 
duty of the director to take other suitable employ- 
ment, if it can be found, will be the remuneration 
that would have been payable under the contract 
of service. The gross sum having been determined 
either by the Court or by agreement, if it is 
further decided or agreed that this sum will be 
taxable in the hands of the director it should be 
paid in full without deduction. However, in a 
case where it is not considered to be liable to tax 
in the hands of the director, the gross sum must 
be reduced to allow for the incidence of taxation, 
in accordance with the principle in British 
Transport Commission 9. Gourley. 

British Transport Commission v. Gourley was, 
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of course, a personal injuries case, but the 
principle was applied, by Pilcher, J., in a case 
involving the wrongful dismissal of a managing 


‘director, in Beach v. Reed Corrugated Cases Ltd 


(35 A. T.C. 126). This case gives useful guidance 
on the question of the inclusion of directors’ fees, 
as opposed to remuneration under the service 
agreement, in assessing compensation. Át page 
129 of the report, his lordship said: 

‘I should also add that I do not think that in all 

the circumstances it is-proper to include as a 

constituent of the gross figure the yearly loss of 

£578 from director’s fees. The amount of such fees 
would, no doubt, be voted yearly by appropriate 
resolution and might be substantially reduced if 
business were bad or increased if it were good. It is 
not impossible that the directors might, in certain 
circumstances, have decided to forgo all their 
directors’ fees. The ‘plaintiff’s service agreement 
does not provide for the payment of director's fees 
of any ‘stated amount. While the inclusion or 
exclusion of director's fees for the contractual 
period from the plaintiff's gross claim involves & 
substantial gross figure, this figure was not included 
as an item of loss in the original or amended claim. 

While the plaintiff would no doubt have received a 

substantial figure from the director's fees during 

the remainder of the period covered by his agree- 
ment, there was no contractual obligation upon the 

company to pay him such fees or any fees, and I 

therefore propose to ignore them.' 

The question of directors' fees may not always 
be so easy to dispose of. In this case there was no 
mention of directors' fees in the service agree- 
ment. If, however, the agreement had expressly 
recognized that the director. was also entitled to 
be paid such fees as were provided for in the 
articles, or might from time to time be voted by 
the members, a different approach might have 
been necessary. 

Beach v. Reed Corrugated Cases Ltd also con- 
tained an example of one type of directors' 
pension scheme. The scheme was non-contribu- 
tory, that is, the defendants paid the contributions 
to insurers for the benefits provided. Provision 
was made, in the event of the employment being 
terminated, for the director to receive certain 
benefits and options. The plaintiff had received 
these benefits in accordance with the rules of the 
scheme and i$ was not disputed that, under the 
rules, his rights under the scheme were exhausted, 
and that he had no further claim against the 
defendants under the scheme itself. ‘The director 
contended, however, that by their wrongful 
determination of his contract the defendants had 
in fact deprived him of the opportunity of event- 
ually receiviig a much larger sum. 
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The claim for damages under this head was 
disallowed, on the ground that the defendants 
had a perfect right under the scheme and trust 
deed to discontinue the scheme, in whole or with 
regard to any one individual, at any time. They 
had discontinued the director's assurance and 
paid him out under the rules of the scheme, and 
his rights under the scheme as such had been 
exhausted. Although participation in the scheme 
was an attractive term of this directot’s service 
agreement, the company could not be held liable 
for damages in contract for failing to do what they 
were not obliged to do under the contract. This 
is, nevertheless, very much a question of fact, 
depending on the terms of the particular scheme, 
and the position might well be different in other 
cases. 


Reduction for Taxation 


'The gross sum payable by way of compensation 
or damages having been ascertained, the question 
next arises as to what sum, if any, should be 
deducted from "that gross sum in respect of 
taxation. The best means of settlement of both 
the gross and net sums is, if possible, by negoti- 
ation between the parties and their accountants. 
If agreement is not possible the assistance of an 
accountant will be of great help to the Court in 
determining the matter. | 

Useful guidance as to the principles to be 
applied was given by Wynn-Parry, J., in Re 
Houghton Main Colliery Co Ltd ([1956] 3 All E.R. 
300). In that case a company went into liquida- 
tion, a pensioner being entitled by contract to 
a pension. He was therefore entitled to prove in 
the liquidation and the gross sum to which he was 
entitled was agreed. The question was whether 
there was to be a deduction for the incidence of 
taxation. His lordship held that a deduction for 
income tax (including surtax) should be made, 
and stood the matter over to afford the parties, 
and their accountants, an opportunity to agree 
the amounts. His lordship gave guidance on the 
following points which appear to be of general 
application: 

(1) An elaborate assessment is not necessary: a 
reasonable assessment on broad lines is sufficient; 

(2) The notional amounts must not necessarily be 
regarded as the top or, for that matter, the bottom slice 
of income: the total income for any felevant period 
must be treated as increased. This seems to imply 
that an average overall rate of tax should be sought. 

It should also be remembered that the rate should 
be od sa ora not merely to the plaintiff's earned 
income, but to the aggregate of his earned and 
investment income. Regard may also be had to the fact 
that the director is able, and may intemd, to dispose 
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of his capital and income therefrom in such a manner 
that his liability to income tax will be diminished. 
(Beach v. Reed Corrugated Cases Ltd.) | 

(3) Calculations should, where appropriate, be 


. related to a period of years: thus in a case where 


compensation for loss of office is claimed regard must 
be had to the shortest length of time the service 
agreement had to run before it could have been law- 
fully determined. TEE 
Conclusion 

'The first question must be whether the director 
will be liable to pay tax on any sum he receives 


гав compensation for loss of office. In this con- 
. nection it would appear that the onus of proof 


will lie on the director to establish that any sum 
awarded will be taxable. There is no direct state- 
ment on the point in British Transport Com- 
‘mission v. Gourley, but equally so there is no 
indication that there is any shifting of onus, 
which, in matters relating to damages, normally 
rests on the plaintiff. If, therefore, the director 
can establish that what lies ahead of him is a 
battle: with the Revenue, the result of which is 
uncertain, but the probability is that he will 
have to pay tax on his compensation, then he will 
be entitled to receive compensation unreduced 
by any considerations of the incidence of taxation 
(Hall & Co Ltd v. Pearlberg ({1956] 1 All E.R. 
297)). 5 
' Where the incidence of tax has to be taken into 
consideration the danger seems to lie in attempt- 
ing too rigid an approach. It is impossible to 
assess with mathematical accuracy what deduction 
should be made by reason of the tax position, 
and the difficulties will increase with the length 
of the period to be taken into consideration. ‘The 
estimate will be none the worse even if formed 
on broad lines which may be described as rough 
and ready. Each case must be approached in a 
common-sense way, in the light of its own 
individual circumstances, and some cases will 
obviously present fewer complications than others. 
In British Transport Commission v. Gourley, 
Lord Goddard said, at page 311: 

‘The rate of tax to be taken must . . . be the 
effective rate of income tax and, if necessary, suitax, 
which would have been applicable to the sums in 
question if they had been earned. That rate depends 
on the combination of a number of factors that 
may vary with each case- allowances, reduced 
rates, surtax rates, other income of the claimant 
or his wife, charges or reliefs. The task of deter- 
mining it may not always be an easy one, but, in 
complicated cases, it is to be hoped that the parties, 
with the help of accountants, wil be able to 

. agree figures. If not, the Court must do its best to 
arrive at a reasonable figure; even.though it cannot 
· be said to be an exact one.’ 
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ETHICS AND ACCOUNTANCY - I 


"А SURVEY OF THE ETHICAL CODES 
OF SOME ACCOUNTANCY BODIES 


by K. L. MILNE, F.C.A.(Aust.) and J. L. RAWNSLEY, A.C.A.(Aust.) 


A session at this year's week-end congress of. the South Australian Division of 
The Australian Chartered Accountants' Research Society was devoted to con- 
sideration of ‘The Ethics and Prestige of the Profession’. The subject was introduced 
by members of a study group of the Research Society, convened by Mr K. L. 
Milne and chaired by Mr J. L. Rawnsley who have collaborated in the preparation 
of this series of articles. Other members of the group who contributed to the 
discussion and consequently to these articles, were Messrs M. C. Lemon, R. D. 
Hastwell, J. L. Walter, I. R. Morris, P. N. Fleming and C. W. Smith. 
The authors acknowledge the help given to the study group by the Editor of 
The Accountant, in sending them publications dealing with the ethics of various 
European professional bodies. The group also received willing assistance from a 
number of overseas accountancy bodies. 
This first article presents some of the regulations contained in published codes of 
ethics of the profession; the second article will suggest some alterations to the 
written ethical codes; while the third will deal with the broadening scope from 
. ethics to philosophy. 
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AURING the past decade, not only has 

р“ been а tremendous increase in the 

number of accountants in most countries, 

but an astonishing growth in the number of 

services which the accountant is called upon to 
provide. 

When such expansion is accompanied by an 
ever changing political, social and economic 
climate, the stimulus becomes more urgent to 
review — even to revise – the rules governing the 
profession and its members. 

Since men first began living in communities, 
some of them have thought it necessary to pro- 
mulgate rules to govern the conduct of the 
members of the group. There is little doubt that 
the earliest ‘ethics’ propounded by the first 
‘professional practitioners’ — men combining the 
functions of priest, doctor, teacher, law-giver 
and policeman – were designed to establish the 
authority of the leader and to define and provide 
for the discipline of the group. Two additional 
‘gets of rules became necessary; one to protect 
the individual from the selfish and predatory 
instincts of his fellows and another to protect 
his fellows from similar instincts in the individual. 
These principles can be recognized in our own 
rules of today. 

For the modern professions in today's complex 
society we must expand our definition to embrace 
those with whom we work — colleagues; those who 
seek, and pay for, the services of the professional 
man – clients; those who, without being clients, 
nevertheless benefit directly because of ‘the 
individual work of the professional man — third 
parties; and others who benefit, indirectly and 


however tenuously. because of the existence of the 
professional body – the public. • 


Scope of the Survey 

The study group inspected publications of The 
Institute of Chartered Accountants in England 
and Wales (Royal Charter and Council Resolu- 
tions), The American Institute of Accountants 
(Rules of Professional Conduct), the Nederlands 
Instituut van Accountants (Rules of Professional 
Activities and Code of Ethics), the French 
L’Ordre National des Experts Comptables et des 
Comptables Agréés (Official Regulations), and the 
German Bundesverband der Vereidigten Buch- 
prüfer [Sworn Accountants] (Outline of Law Cover- 
ing the Profession), and the regulations concerning 
the Italian profession of Accountants and Com- 
mercial Experts.. Locally available information 
regarding the profession in Brazil, Egypt, India, 
New Zealand, and Switzerland was also consulted. 

In Australia, England, Egypt, the Netherlands, 
Switzerland and the United States, voluntary 
collective organizations have drawn up rules or 
codes of professional conduct, which apply to 
their members, but in no cases have the bodies 
control over all the practising accountants in the 
respective countries. In each country, however, 
practising accountants with proper qualifications · 
are statutorify recognized under appropriate 
legislation in one or more fields of activity and the 
statutes usually reinforce, and sometimes add to, 
the ethical rules of the voluntary collective bodies, 


Fundamental Rules 
The English and Australian Institutes, for ex- 
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ample, set forth, in their respective Royal Charters, 
fundamental rules which provide that if any 


member 


‘is held . . . to have been guilty of any act or default 
discreditable to a public accountant . . . he shall 
be liable to be excluded . . . or suspended . . . [and 
in the case of the Australian Institute] or to have a 


fine inflicted upon him . . .". 

The various Companies Acts provide, in addition, 
certain rules to ensure a degree of independence 
by auditors of companies. 

Practising accountants in Brazil, France, India, 
Italy, New Zealand and Western Germany are 
controlled by legislation which sets up appropriate 
councils or committees, usually national and 
regional, and invariably elected from and by the 
members, subject to Ministerial approval. Each 
of the controlling statutes includes regulations 
concerning the professional conduct of ac- 
countants registered thereunder; some briefly 
stated, others — in France, for example — set out 
at considerable length. All but New Zealand's 
have been promulgated since August 1945. 

It is generally recognized that any set of rules, 
however comprehensive, cannot provide for 
every ethical eventuality. Consequently each set 
of rules contains a provision similar to the 
French Article 4 (Chapter IT), headed “The Life 
of the Individual', which, in translation, reads: 

‘Since an irreproachable moral reputation is one 
of the essential conditions for admission as also 
for the maintenance of the Association, any 
damage to it constitutes a grave fault. All con- 
victions by common law as well as any irregu- 
larities in private life, which could be deemed to 
attack the dignity of the profession, may, in 
particular, bring with them penalties including 
being struck off the list. 

` "АП members of the Association must abstain, 
. even outside the exercise of their. profession, from 

all actions of a nature likely to bring it into dis- 

repute.’ 

It is perhaps characteristic of accountancy’s 
acceptance of its professional obligations that 
one of the first concerns of all the codes to which 
we had access, is to protect the interests of persons 
outside the ргоѓеѕзіоп – Һе public, interested 
third parties, and clients. 

All the bodies provide that mempership shall 
be restricted to persons of good repute and of 
proven skill in accounting and other allied sub- 
jects. Standards vary, but it is interesting to note 
that the Nederlands Instituut requires eleven 
years of part-time study. 

In addition to educational requirements, the 
American, Netherlands and French codes, in 
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particular, contain regulations designed to ensure 
a high standard of service. 
The American Institute's Rule 5, for example, 
provides (in part) that 
‘In expressing an opinion or representations on 
financial] statements which he has examined, a 
member may be held guilty of an act discreditable 
to the profession if:. 
(c) he is materially negligent i in the conduct of his 
examination or in making his report thereon; . 
(d)he fails to acquire sufficient information to 
warrant expressing an opinion . 
The Nederlands Instituut's Article 2 (2) pro- 
vides that 
‘Members are required to perform their work in 
such a way that its execution provides a reliable 
basis for their statements concerning its results.’ 


(This is one of several rules concerning the work 
of members.) 

The French Article 1 requires (inter alia) each 
member 


*to give each question he examines all the care and 
time it requires so that he may acquire un adequate 
certainty even before he makes a proposition of 
whatever nature’; [and] ‘to give his opinion without 

. taking the wishes, even unspoken ones, of his 

' client into consideration and to make a statement 
with sincerity and without deceit while main- 
taining, if necessary, the required reserve with 

' regard to the value of hypotheses and conclusions 
made’, 


Accountants’ Personal Responsibility 


All the codes examined agree that the accountant 
shall be personally responsible for the services 
which he renders, or, if this is not possible, shall 
rely only on the work of colleagues bound by a 
similar code. The first fundamental rule of the 
Australian Charter’ states: 

‘A member shall not allow any person not being 
either a member of the Institute or in partnership 
with himself as a public accountant to practice in 

. his name as a public accountant.’ 
Another example is the American Institute's 
Rule 6, which stipulates that: 

"А member shall not sign a report purporting 
to express his opinion as the result of examination 
of financial statements unless they have been 
examined by him, a member or an employee of his 
firm, a member of the Institute, a member of a 
similar association in a foreign country, or a 
certified public accountant of a state or territory 
of the United States or the District of Columbia.’ 

Only members of the French and Swiss bodies 
are permitted to practise accountancy as members 
of limited companies constituted for that pur- 


pose, and even in tho$e countries the companies 
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are subject to the same control as individual 
members. In France, for example, at least three 
of the. shareholders, holding the majority of the 
capital, must be members of L'Ordre National 
and must occupy the principal administrative 
positions in the company. 

In Switzerland, the controlling and examining 
body, the Swiss Chamber of Accountancy, consists 
of three professional groups: 'T'he Association of 


Swiss Accountants (principally individuals); The . 


Association of Swiss Fiduciary and Auditing 
Companies (consisting of about twenty members, 
all organized as limited companies); and district 
associations of auditors of banks and savings 
banks (also mainly orgánized as limited com- 
- panies). The members of each group consider 
' themselves bound by the rules of the Chamber. 


Clients’ Interests 


All the bodies agree that the accountant shall not 
place himself in such a position that the interests 
of his client may be impaired. 

Members of the Australian Institute shall not 
share fees with a solicitor (directly or indirectly); 
nor, as in England, shall he accept commissions 
from auctioneers etc. _ 

‘without the consent of his client in writing first had 

and obtained.’ . 

The American Institute is rather more em- 
phatic: 

‘Commissions (etc.) . . . or profits of work 
recommended or turned over to the laity as incident 
to services for clients shall not be accepted И 
or indirectly by a member. 

The Nederlands Instituut is similarly unequi- 
vocal, Article 8 stating — 

‘Members in practice as public auditors shall 
not be permitted: 

(a) to accept commission; 

(b)to accept remuneration for work done or 
advice given in the course of their appointment 
except that which they may properly claim 
with reference to the extent, nature and signi- 
ficance of the appointment.’ | 

While the French Article 18 (a) states — 

‘Members . . . will receive . . . fees which are 
exclusive of all other payments, even of an indirect 
nature, by a third person and of whatever title... 
(c) Under no conditions may fees be paid in the 

form of benefits, commissions, or on a share 
basis.’ 

Fees contingent upon the findings or fesults of 
accountancy: services are generally prohibited, 
with certain statutory exemptions. 

To ensure that members will so devote them- 
selves to the practice of,*their profession that 
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clients will receive the best possible service, 
each code contains similar strictures to the 
American Institute’s Rule 4, which provides that 
members 


‘shall not engage in any ТЕРИМ or occupation 
conjointly with that of a public accountant, which 
is incompatible or inconsistent therewith’. 
In Australia, the word ‘conjointly’ is omitted 
but the General Council of the Australian 
Institute has. ruled that certain businesses or 
professions are ‘consistent’ if carried on in con- 
junction with the profession of a public account- 
ant. No doubt the -Council recognized local 
conditions of the time which justified such con- 
cessions. In our opinion that time has now past. 
In the Nethérlands, France, Italy and the 
United States the codes each provide that | 


*Accountants and commercial experts enrolled 
- in the register are bound to the professional secret.’ 

(Italian Article 4.) 
but the Australian and English Institutes are 
silent on this point. 

The French L'Ordre National has a number of 
interesting regulations designed to protect the 
interests of the client; Article 16, for example, 
includes both the following warning and en- 
couragement: 

‘Members must abstain from all useless work 
designed for gain only’; ‘Members have the right 
and the pe to investigate, with an eye on the 
advantage of their clients, and within the bounds 
of legality, honesty and correctness, all measures 
apt to save costs, dues, taxes and undue imposts.’ 


: Responsibility to Third Parties 

Having offered some measure of protection to 
clients, the codes concern themselves with 
attempts to ensure that members shall be mindful 
of their responsibility to third parties. Many of 
the rules already mentioned contribute toward 
this end. | 

In England. and Australia the respective 
Institutes' directions go no further than to prohi- 
bit the signing of a certificate of estimated future 
profits or some similar certificate. 

Тће American Institute provides, in addition, 
that 

"А member shall not express his opinion on 

financial stfements of any enterprise financed in 

whole or in part by public distribution of securities 

or on statements which are used as a basis 

of credit), if he owns or is committed to acquire a 

financial interest in the enterprise which is sub- 

stantial either in relation to its capital or to his own 

personal fortune, or if a member of his immediate 

family owns or is committed to acquire a substantial 
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interest in the enterprise, unless (im the case of. 


statements used as а basis of credit only) in his report 

he discloses such interest.’ (Rule 13 condensed.) 

The Nederlands Instituut’s code. of ethics, 
Article 3, provides, 

‘т. Members are not permitted to issue a a certificate 
to accounts in the preparation of which they have 
been directly or indirectly involved.' 

And Article 4, 

‹т. Members shall be permitted to act as public 
auditors on behalf of any person, enterprise, 
corporate body, or institution, only if their 
interests, either general or special, are not in- 
compatible with impartiality.’ 

Elaboration follows in each Article. 
The French Regulations, Article 11 provides, 
inter alia, 

(е) Members of the Association are in alr ia 
forbidden... to manage affairs, draw up deeds .. 
(etc.)... or "to carry out tasks involving the science 
of accountancy for undertakings in which they 
themselves are directly or indirectly interested 
(financially) toeany extent that could be deemed 
substantial.’ 

‘(k) Members are not permitted to accept, even 
under the title of auxiliary or temporary work, any 
public function which is remunerated by a salary, 
or any private employ under the same conditions, 
or even for a fee, if the working conditions place 
the member of the Association in a &ubordinate 
position with regard to the person or corporation 
which pays them the salary or fee.' 

The German Outline of Law, Third Part, 
paragraph 51 (1) provides: 

. (1) A sworn accountant must pursue his pro- 
fession independently, conscientiously, observing 
ре в. secrecy, and on his own responsibility. 

particular, must he be impartial when auditing 
and giving testimonials,’ | 


Benefits to Practitioners from Rules 

At this stage it may well be suggested that all 
of the rules so far considered offer nothing but 
restrictions to the individual. Such a view is, 
of course, superficial Firstly, it is of some 
benefit to the individual practitioner in süb- 
mitting himself to such disciplines, to know that 
most of his colleagues also agree to abide by the 
rules; and secondly, a sound and respectable code 
of ethics, evidenced in the work and life of 
member accountants, must raise? the prestige 
of the profession, with resultant benefits to all 
of the members. 

There are, however, other rules which can be 
classified as being designed, inter alia, to protect 
individual practitioners. The generally agreed 
prohibition on advertising and spliciting, for 
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example, protects the sole practitioner against 
his more affluent colleagues; but it also protects 
potential clients against the extravagant claims 
of the unscrupulous. . 

A regulation (paragraph 56) of the German 
body not only protects practitioners against 
embarrassment: 

‘A sworn accountant is obliged to refuse a 
` business e ment if this tends to engage him 
for an illegal activity or if the danger exists that an 
embarrassing situation may result if the business 

. engagement is accepted’, 

but also protects third parties who may trade 
more readily with a business supported by a 
sworn accountant. 

"The rules requiring an accountant to communi- 
cate with a colleague whom he is to supersede 
offers some protection to the retiring accountant, 
.and also guards the interests of third parties 
` against unscrupulous or dishonest clients. 

Rules such as these arise, in England and 
Australia, from interpretations of the expression 
‘unprofessional conduct’. In most other countries 
they are contained in the stated codes. 

The French regulations contain a part headed 
‘Relations of members to each other’ which sets 
out such admonitions as: 

‘Members of the Association owe each other 
reciprocal courtesy and assistance. They must 
abstain from all injurious words, from all male- 
volent imputations, from all written statements 

. either in public or private, from all overtures, offers 
of service, and in general from all machinations 
liable to damage the standing of their colleagues.’ 

Under ‘Relations - with clients’ are included 

articles concerning collaboration which 

‘must take place under. conditions which аге 
* compatible at the same time with the standing 

of the member appealing for collaboration as well 

as that of the collaborator. А payment of fees 

- between members of the Association must not take 

- place except when actual collaboration takes place.’ 
It may be that the modern trend towards speciali- 
zation in Australia justifies similar, but more 
specific, directions concerning collaboration and 
consultation. Such a rule would benefit practi- 
tioners and clients alike. 

This survey does not claim to be exhaustive; it 
presents the more common and more important 
rules, and suggests why such rules exist. One 
important conclusion may be drawn. While 
there is, little doubt that accountancy is accepted 
as a profession throughout the western world: 
there is no doubt that accountancy bodies, and 
the majority of their members, recegnize their 
professional responsibilities and obligations. 
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WEEKLY. NOTES 


The Rent Bill 


The Rent Bill, which will free a large number of 
houses from control and permit increased rents for 
houses remaining controlled (provided that necessary 
repairs are carried out), was debated on its Second 
Reading on November 22nd and 23rd. Тће Bill was 
read a second time by 314 votes to 250. In the course 
of his reply to the debate, Mr Duncan Sandys, the 
Minister for Housing, said that the average level of 
adult male earnings today was not far short of £12 

r week. Nearly three-quarters of the houses in 
England and Wales which would remain controlled 
would still have rents below ХІ per week, which 
meant that nearly three-quarters of all controlled 
rents would be under ro per cent of the average 
weekly earnings. There would always be some people 
who could not afford to pay a reasonable rent and 


they must bé helped, but the assistance should соте: 


from the community as a whole, not from individual 
landlords. 


Houses; Investment or Trading Stock? 
A speculative builder gave up building in 1939 on 
health grounds, when he still had five houses which 
were let. These were the last five of forty houses 
which he had built with the intention of holding as 
an investment, the other thirty-five having been sold 
to raise money for another project. The builder 


did not notify the Inland Revenue that he had- 


permanently discontinued his trade and, of course, 


n building ceased to be practicable during ` 


e war which began а few months later. There 
being no claim that the trade had ceased, the Inland 
Revenue did not substitute, for the cost price of the 
five houses, the market value, as would be required 
by what is now Section 143 of the Income Тах Act, 
1952. The five houses, after having yielded an 
income over several years, were sold in 1945, 1946 
and 1947. The General Commissioners held that the 
profits of proceeds were assessable to income. tax 
under Case I of Schedule D. On appeal, Harman, J., 
sent the case back to the Commissioners to look at 
the matter again and to say whether there had been 
а cessation, not of building, but of the trade of a 
speculative builder; and whether the five houses had, 
therefore, ceased to be part of the appellant's stock- 
in-trade (Cadwallader v. Wheeler (34 A.T.C. 277)). 
The learned judge intimated that the Commissioners 
might get assistance fróm the SCR in Harvey 9. 
Caulcott (31 A.T.C. 90; 33 T.C. 15 

At the further hearing the appellant gave evidence 
that: 

(i) he deed 3 in 1939 both as a builder and as a 
speculative builder and had never recom- 
menced; 

. (ii) in January 1938 he opened a separate bank 
account into which he paid his rents and which 
had nothing to do ins business; 


(ш) the repairs to the’ five боша were une by 
other builders and paid for out of the separate 

: account. 
The Commissioners found that there had been a 


cessation of trade and that the five houses ceased (ође 


part of the appellant’s stock-in-trade. When the 
case came before Danckwerts, J., on November 2181, 
he ordered that the four assessments appealed 
against be discharged and that the Inland Revenue pay 
the appellant’s costs, both of the two hearings in the 
High Court, and of the second hearing before the 
Commissioners. 


The Rule against Perpetuities 


The Law Reform Committee, appointed by the Lord 
Chancellor in 1952, was invited in 1954 to consider 
the rule against perpetuities and has now issued its 
report thereor.! This report contains an excellent 
though brief summary of the law relating to the 
rule and to cognate matters. The recommendations 
made аге the reverse of revolutiongry, but if adopted 
they would certainly produce an improvement. One 
recommendation is that a settlor or testator should be 
allowed to specify the precise period to constitute 
the perpetuity period, but subject to a maximum of 
eighty years. Where ho such period was specified, 
the general law would apply. For the purpose of the 
rule it is recommended that the present legal fictions 
that a woman may have a child, no matter what her 
age, should be abandoned and that the Court should 
have power to accept medical evidence on the matter. 
Perhaps the main recommendation is that a policy of 
‘wait and see’ should replace the present rule that 
all eventualities, however remote, should be taken 
into account in deciding whether a particular pro- 
vision is made void by the rule against perpetuities. 


Tax Relief for Shipping 

The Peninsular & Oriental Steam Navigation Co 
announced last week that it is proceeding with the 
registration of a subsidiary company in Bermuda in 
case it should be decided in the near future that an 
investment in this company. would be desirable. 
This suggests that P. & O. may be forced to adopt 
the expedient of registering ships under a flag of 
convenience in order to be able to compete with 
shipowners under the tax-free flags of Liberia and 
Panama. 

Some three months ago the Maritime "Transport 
Committee of the O.E.E.C. drew attention to the - 
rapid growth Of shipping tonnage registered under 
flags of convenience. By December 1955 the total 
tonnage registered under the flags of Liberia, Panama, 
Honduras and Costa Rica amounted to 9:3 million 
gross registered tons representing nearly 10 per cent 
of total world tonnage. 


1 Cmnd. 18. H,M.S.O. 15 6d net. 
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The avoidance of tax on ships Р under 
these flags enables owners to set aside much larger 
sums for replacement than can be done when profits 
are subject to a high rate of tax. British shipowners 
have subrnitted a case for tax relief to the Chancellor . 
of the Exchequer. This suggests doubling of the 
investment allowance; the setting aside each year of 


funds in a building account which would only be - 


subject to tax if used for any other purpose than 

building ships; arid the abolition of the balancing | 
charge. A number of British shipping companies 

have already set up subsidiaries in Bermuda and 

others are reported to have been investigating 

registration in Jamaica and Hong Kong. 

It would seem that this may be a case where some 
remission of taxation is essential if the size of the 
merchant fleet registered in this country is to be 
maintained. Existing British-owned ships or tonnage 
under construction for United Kingdom owners 
cannot be transferred abroad, but if the major part 
of new construction were to be undertaken for sub- 
sidiaries registered abroad it would not be long 
before a substantial reduction took place in total ` 
United Kingdom registrations. . 


Airlines' Revenue Estimates 
The increased borrowing powers of B.O.A.C. and 
B.E.A., to which we referred in Weekly Notes last . 
week, should be viewed in relation to the estimates of 
increased revenue given by the Minister of Transport 


+ 


and Civil Aviation in the House of Commons on the =. 


occasion of the third reading of the Air Corporations ° 
Bill last week. He stated that on a very conservative 
estimate based on the lowest fare assumptions, the 
revenue of B.O.A.C. is expected to grow two and a 
half times іп the next five years from {42 million . 
to about £105 million. It is, however, expected that 
revenue will treble between 1955-56 and 1963-64. 
B.E.A.’s revenue is expected to double from £21 
million to £45 million in the next five years and to . 
treble over the period 1955-56 to 1963-64. i 

In comparison with the increased borrowing 
powers of about £80 million, B.O.A.C. is expected 
to provide internal finance over the next five years 
comprising obsolescence and depreciation amounting 
to #31 million and proceeds from the disposal of 
aircraft totalling £16 million, In the case of B.E.A. 
internal finance to be provided totals about £26 
million compared: with the increased borrowing 
powers of £25 million. The former figure is made 
up of £22} million obsolescence and depreciation, 
£3 million from disposal of aircraft and f$ million 
surplus on revenue account. 

A point made by the Minister was that the cor- 
porations have not yet agreed with their auditors a 
common policy for writing off aircraft. He expected, 
however, that agreement would be reached within · 
the next few months. 

It is apparently intended to adopt a system of de- . 
preciation over a fixed term of years in place of the 
present complicated arrangements for writing off vary- 
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ing proportions of the capital cost of the aircraft. 

It will be seen that on the basis of the estimates 
given above the revenue of B.O.A.C. over the next 
eight years is expected to increase by an amount 
almost equal to the increased borrowing powers. 
The position for B.E.A. is more favourable in that 
increased revenue is expected to amount to over 
£40 million compared with increased borrowing 
powers of only £25 million. The Minister, however, 
stated that in the outcome it was hoped that the 
revenue figures would be considerably better than 
those which he had given. 


The Coal Industry and Suez 


` The possible effects on the coal industry of restriction 


in the supply of oil fuels are likely to attract increasing 
attention as industry examines the extent to which oil 
shortages can be made good by increased consumption 


. of coal. While the possibilities of short-term recon- 


version from oil to coal-firing are obviously limited 
there is little doubt that coal consumption will rise, 
and since production of coal has proved very inelastic 
in recent years, this may well lead to an increase in 
imports of coal and a further drain on dollar resources. 

It is fortunate that the total distributed and un- 


- distributed stocks of coal, at 23 million tons, are 


higher by 1:3 million tons than at the corresponding 
date in 1955. Coal production this year has also been 
400,000 tons higher than in 1955, mainly on account 
of an increase in open-cast output. Stocks held by 
manufacturing industry and by the gas and coke oven 
industries are, however, lower than in 1955. Overall, 
stocks are equivalent to about five weeks’ consump- 


_ tion but with the maximum winter demand develop- 


ing they may well fall fairly rapidly. 

The National Coal Board is now considering the 
extent to which more coal can be delivered by rail 
as opposed to road. In the last two years there has 
been a steady increase in the quantity delivered by 
road and this amounted to 34-7 million tons in 1955 
compared with 28-3 million tons in 1954. Movement 
of coal from some open-cast sites has to be by road 
since no rail facilities are available, but a considerable 
proportion of the total sent by road could undoubtedly 
be diverted to rail. Since industry in general will also 
be forced to make increasing use of rail transport, 
the demand for large coal for locomotives must 
increase, The output of large coal, however, has 
dropped in 1956 by about 3} million tons as a result 
of increased mechanization, and of total coal imports 
amounting to 4-8 million tons so far this year, three 
milion tons have consisted of large coal. Some 
increase in imports of large coal would therefore 
seem inevitable. 

Considering the position as a whole, much is likely 
to depend on the weather. If the obstruction of the 
Suez Canal is prolonged and the winter is severe, it 
may not be long before a coal shortage develops. If 
the temporary settlement of the United States dock 
strike breaks down it may not be.easy to obtain 
increased supplies from the U.S.A. 





570 


THE ACCOUNTANT 


December Ist, 1956 


FINANCE AND COMMERCE 


Although steadier, the stock-markets remain subdued, 
It is extremely difficult, under present circumstances, 
to take any positive investment view, particularly 
since the economic consequences of the cutting off 
of Middle East oil supplies have yet to be fully 
measured. Against this uncertain background, a heavy 
weight of new industrial capital is being called for 
and the market is hard pressed to absorb the many 
millions of fixed interest stock being issued. 


Too Conservative 


J. F. Stone Lighting & Radio Ltd is the subject of 
this week’s reprint. The company runs the chain 
of shops selling television, radio, lighting equipment, 
“etc. The balance sheet, it will be seen, carries a note 
relating to the provision for taxation in which con- 
nection the chairman, Mr D. G. Nairn (incidentally, 
a member of the London Stock Exchange), has quite 
a lot to say. Mr Nairn stresses the vital importance 
of valuing relevant assets ‘both realistically and 
accurately’ when assessing profits to a given date in a 
business, part of which is carried on through the 
medium of contracts extending over a period of time 
which overlaps the balance sheet date. This, he says, is 
precisely what the directors have done, particularly 
in relation to ‘stocks in hands of customers on rental 
agreements’. 

Unfortunately, the Inland Revenue has intimated 
to the company’s accountants that they consider the 
valuation basis too prudent for taxation purposes. 
It is the old story, says Mr Nairn, of the difference 
in outlook between industry and the Inland Revenue, 
with the latter claiming tax on profits before they 
are considered in commercial circles to have been 
earned. 

In this respect, he continues, provision has been 
made in the accounts for taxation on the profits shown 
in the accounts on the basis of valuation which the 
directors consider to be correct. And then, drawing 
attention to the £100,000 provision, Mr Nairn says 
he feels sure stockholders would rather have accounts 
on a conservative basis than otherwise. 


Question of Value 


In stressing the conservative profit basis, Mr Nairn . 


admits that he has more in mind than a mere differ- 
ence of opinion with the Inland Revenue. What he is 
worried about is the possibility of a take-over bid 
and his purpose is to show shareholders the wide 
difference that can exist between intrinsic value and 
share market value, based, as he says, more often 
than not, on the changing ownership of a relatively 
few shares. 

Not only are profits conservative and the dividend 
substantially cevered, but fixed assets are carried in 
the balance sheet at a very low figure. The directors 


intend to bave them professionally valued so that the 
extent of the differences between actual and book 
values ‘which are likely to be substantial’ can be 
ascertained and disclosed to shareholders. 

Which, of course, is all to the good, but quite 
apart from take-over bids, it is, under the circum- 
stances, information which shareholders should have. 
There has been more than one case recently of trying 
to convince shareholders of intrinsic value after a 
bid for the shares on a market value basis. 

Meantime, it is proposed to double the ordinary 
‘capital by capitalizing £600,000 of reserves. 


A Touch of the Dramatic 


There is a touch of the dramatic in the way share- 
holders in Silentbloc Ltd have rallied to the support 
of their chairman, Mr B. Н. Dulanty., As we ге- 
counted in our issue of October 27th, Mr Dulanty's 
re-election to the Board was unexpectedly opposed 
at the annual meeting; so unexpectedly that the board 
had not even asked shareholders fog proxies. A poll 
. was demanded on the resolution and the meeting was 

* adjourned for the poll to be taken. But not having 
asked for proxies thé board were still without the 
benefit of proxies at the adjourned meeting. 

There was, however, a way out: date the adjourned 
meeting sufficiently far ahead to make possible the 
caling of an extraordinary meeting to follow it, 
for the purpose of electing the chairman if he should 
not be re-elected at the adjourned meeting, and 
ask for proxies for the extraordinary meeting. 

The poll was taken and Mr Dulanty, who had the 
confidence of the other directors, lost his seat by 
521,171 votes to 458,795. Then, owing to the com- 
"pany's curious Articles, the decision had to be 
clinched by another resolution to the effect that the 
office of director thus vacated be not filled. That also 
was carried on a poll vote. | 

For the extraordinary meeting, the board were able 
to call on the whole body of shareholders for their 
view on the matter and that was given in no un- 
certain manner. Mr Dulanty was put back on the 
board by a majority of 1,196,115 votes – 1,924,811 in 
favour to 728,696 against. The full voting strength is 
3,300,000 votes. 


Money Market 


The market reduced its bid for ninety-one day 
Treasury bills to £98 14s 114 per cent on October 
23rd. Applications totalled £354,595,000 and at the 
reduced bid the market obtained 30 per cent of the 
bills offered. The average rate was £5 0s.3-34d per cent. 
For the sixty-three day bills the market maintained the 
bid at £99 25 7d and secured 94 per cent of the £80 
million bills offered, the average discount rate being 
£5 os 10°83d per cent. This week’s offer is £220 
million of ninety-one day and {£70 million of the 
sixty-three day bills, > 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the soriter, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Cheques v. Тгадегв' Credit System 


Sm,-In your leading article of November 17th 
you state that it is cheaper to make a large volume of 
payments by traders' credit than by cheque. 'This is 
not necessarily so, depending primarily on the charge 
made by the bank for its services in handling each 
method of payment in relation to the saving of stamp 
duty. (My company's bankers make a direct charge 
of gd per item for handling payments by traders’ 
credit.) 

Secondly, payments effectively made on a given 
day.by the traders’ credit system are probably 
debited to the payer’s bank account, on the average, 
three days sooner than if made by cheque. Adoption 
of the traders’ credit system would thus cost a com- 
pany operating on a 6 per cent bank overdraft approxi- 


mately {500 per annum for each {1 million o 
turnover. 
Yours faithfully, 
Edinburgh. | R. E. PEARS. 
‘Paying Wages by Cheque’ 


Sm, - On a first reading of the leading article in 
your issue of November 24th, one envisaged the 
references to ‘the banks’ to mean ‘the big five’ and 
other similar banks. 

‘On reflection, however, one remembers the role 
played by the Post Office and Trustee Savings 
Banks which, owing to the interest receivable on 
deposits, would undoubtedly be favoured by perhaps 
the majority of the recipients of wages by cheque. 
One feels that the introduction of a wages-by-cheque 
system would place a formidable burden upon the 
organization of these banks. 

At a time when the five-day week is so prevalent, 
is it equitable to expect our friends of the bank com- 
munity to be denied the very real privilege of a 
regular ‘Saturday morning off'? Perhaps the ‘con- 
siderable reorganization and extension of existing 
facilities’ contemplated in your leading article in- 
cluded the extension of bank office hours into the 
evening on Mondays to Fridays, if not into the after- 
noon on Saturdays. (Heaven forbid the thought of 
Sunday opening of banks.) 

If the wages-by-cheque system proves to be an 
inevitable development of the future, one forecasts 
a possible demand for an extension of the 'traders' 

"credit system’ to cover employees’ wages. This 
possibility appears to merit careful consideration 
and fully recognizes what Mr Spencer G. Maurice 
referred to in his article in the same issue as 'the 
position of the manual worker in modern society’. 


. Yours faithfully, 
Crawley, Sussex. D. A. J. WELCH, a.c.w.a. 


Auditors’ Reports 


Sır, — I have recently read the following auditors’ 
report on a public company’s accounts: 

"We have examined the above balance sheet and | 
profit and loss account which are in agreement with 
the books of account. In our opinion proper books 
of account have been kept. We have obtained all 
the information and explanations which we consider 
necessary for our audit. In our opinion these accounts 
give the information required by the Companies 
Act, 1948, and show a true and fair view of the . 
state of the company’s affairs at... 1956, and of 
the profit for the year ended on that date.’ З 
The report in general use, which follows the 

recommendation of counsel (see The Compantes Act, 
I947, issued by the Institute in 1948) reads as 
follows: 

‘We have obtained all the information and ex- 
planations, which to the best of oug knowledge and 
belief were necessary for the purposes of our audit. 
In our opinion proper books of account have been 

` kept by the company so far as appears from our 
examination of those books. We have examined the 
above balance sheet and annexed profit and loss 
account which are in agreement with the books of 
account. In our opinion and to the best of our 
. information and according to the explanations given 
us, the said accounts give the information required 
by the Companies Act, 1948, in the manner so re- 
quired and the balance sheet gives a true and fair 
view of the state of the company' s affairs as at . 
and the profit and loss account gives a true and fair 
view of the profit for the year ended on that date.’ 
The words omitted in the shorter form are 
italicized. 
The shorter form is clear and easily understood 
by the lay reader, but does it comply with the 
Ninth Schedule of the Companies Act, 1948? 


Yours faithfully, 
London, ЕСт. THOMAS KENNY. 


How ‘Fixed’ are ‘Fixed Assets’? 

Sir, – I share Mr Hadrill's dislike for the appellation : 
‘fixed assets’ (November roth issue), but it is the ` 
adjective which is misleading. The substitution of 
‘fixed capital’ suggested by Mr Harman (November 
17th issue) is hardly the right remedy. In a partner- 
ship balance sheet, the term ‘fixed capital’ may be 
required on the other side. 

І propose ‘perdurable’ assets. This adjective, the 
form of which is suggestive of a telescoping of 
‘permanent’ and ‘durable’, conveys just the attributes 
required. In substitution for ‘current assets’ to 
which Mr Hadrill would surely object in the balance 
sheet of an electricity or water undertaking, I propose 
‘transient’ assets. 

_ Because the term ‘fixed assets’ has found its way 
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into the Companies Ácts, must it be a fixture in every 
balance sheet? Several other words such as 'unchang- 
ing’, ‘enduring’, ‘immutable’, ‘abiding’ and *in- 
transient’ are available, Who will give a lead to break 


away from tradition? Yours faithfully, 
Sutton, Surrey, H. K. PERCY. 
Si, -I have to thank Messrs Wrigley, Harman 


(November 17th issue) and Most (November 24th) 
for their replies to my published in your 
issue of November roth, ail < af wh 

interesting. However, I am not quite happy about 
the definition ‘fixed in the hands of the owner for a 
lengthy period’ as this could also apply to unsaleable 
stock. 


Another reply was sent to me direct by one of 
your readers who does not desire publicity; it is so 
good that I give it below. 


‘In the balance sheet of my company assets аге ' 


divided into four groups: 
. (1) Fixed assets – land, buildings And permanent 
machinery etc., showing cost and depreciation. 
(2) Movable plant – furniture, motor vehicles, 
shown at book or depreciated value. 
(3) Investments. 
(4) Current*assets.’ 


Apart from thie, the problem has changed its. 


aspect since I wrote to you: in view of petrol rationing 
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it may now be that ‘fixed assets’ will prove to be 


the correct description after all! 
Yours faithfully, 
London, EC2. RALPH A. HADRILL. 


Apportionment of Doctor's Expenses 
Sr, – With reference to the letter from ‘Quantum’ 
in your issue of November 24th, we have a con- 
siderable number of medical practitioner clients and 
can confirm that one-third of rent, rates and other 

pertaining to the house is usually allowed 
for tax purposes, in addition, of course, to the actual 
expense incurred on the surgery itself. The propor- 


. tion claimed, however, is dependent entirely on the 


facts in each case, particularly as to the amount of 
accommodation actually devoted to the practice. 

We have several cases where we claim and obtain 
an allowance of one-half where the number of rooms 
in use justifies it, e.g. in one case there are two 
waiting-rooms. А 

No doubt the question of rating can be taken into 
account also as suggested by your correspondent. 

То sum up, therefore, there is no hard-and-fast 
rule that one-third is the proportion allowed, and 
one-half can be claimed if the facts warrant it. 

Yours faithfully, 
GREEN MAN. 


TAXATION CASES 


А full report of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases, 


Commissioners of Inland Revenue v. Hobhouse 


In the High Court of Justice (Chancery Division) 
| October 17th, 1956 
(Before Mr Justice DANCKWERTS) 
Surtax ~ Deduction — Annual payment ~ Deed of coven- 
алі — Payments on а specified. day ‘in each year — 


Covenant to run for specified period of years rom the. 
payment 


date thereof — Whether made before end of 
first such year a valid payment — Income Tax Act, 
1952, Section 524, (3). 

On May sth, 1953, the respondent executed a deed 
of covenant to pay to his son an annual sum of £450 
less income tax. The first payment was to be due 
forthwith, and the subsequent payments were to be 
made on May tst in each year. By clause 2 (5), one of 
the dates when the covenant was to terminate was 
the expiration of eight years from the date thereof. 
The first payment was made on May 5th, 1953, and 
the second payment on May ist, 1954. 

It was contended on behalf of the appellants that 
the eight years mentioned in clause 2 (5) meant eight 
years calculated from May 5th, 1953, and that the 

word ‘year’ at the end of clause т meant the same 
twelve months, so that the second payment could not 
be made before May 1st, 1955. 

Held, that the word ‘year’ in clause т had its 

ordinary meaning of a calendar yegr, and that the 


payment made on May rst, 1954, was a valid pay- 
ment under the deed for tax purposes. 


Davidson v. Deeks 
In the High Court of Justice (Chancery Division) 
October 17th, 1956 
(Before Mr Justice DaNCKWERTS) 

Income tax — Schedule A — Maintenance relief - Sum 
charged on frontager for road works – Whether an пет 
of ‘maintenance’ – Private Street Works Act, 1892, Sec- 
tion 6 — Income Tax Act, 1918, Schedule A, Мо. V, Rule 
8 ~ Income Tax Act, 1952, Sections 94, 99, 100, ror, 

The appellant, the lessee of a house under a lease for 
ninety-nine years at a rent of {11 a year, was charged, 
under Section 6 of the Private Street Works Act, 
1892, with a sum of £76 6s 11d for road work carried 
out by the local authority on the road running past his 
house. He contended that the payment of £56. 6s 11d 
by him was a payment in respect of maintenance 
within Section тог of the Income Tax Асі, 1952, 
and that he was entitled to relief under that section. 

Held, that maintenance for the purpose of Section 
ror was maintenance work done on the land in 
respect of which the claimant was assessed to 
Schedule A tax, and that as the appellant was not so 
assessed in respect of the piece ог Лава forming the 
road, he was not entitled to the relief. ~ 
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‘CENSUS OF DISTRIBUTION 
AND OTHER SERVICES, 1957 


Preliminary Announcement 


In view of the assistance which accountants will undoubtedly be called upon to give 

in the compilation of the returns by tradera in 1958 in respect of the Census of 

Distribution and Other Services for 1957, we have been asked by the Chief Statisti- 

cian of the Board of Trade's Census Office to bring to the notice of the profession 
the following details of the Board's plans for taking the census. 


À sample census of distribution is to be taken by the 
Board of Trade for 1957, but not more than 1 in 10 
of the smaller independent traders will be required to 
make returns. The census, which will cover retail 
distribution and certain allied service trades, forms 
part of the programme recommended by an inde- 
pendent committee which included representatives 
of trade and industry. 

Forms for completion will not be issued umtil 
January 1958; but specimen copies have already 
been prepared, and are being issued shortly to the 
largest retailers, and to finance houses, check traders, 
credit traders, and mail-order houses; all traders in 
these categories are to be included in the census. It 
will not be possible to notify the other smaller traders 
in the areas to be included in the sample until lists of 
their names and addresses are compiled next year. 


Information to be Treated as Confidential 


The information given will be treated as strictly 
confidential and will be seen only by those concerned 
with taking the census or with preparing census reports. 
The published results of the census will not disclose 
the business of any individual undertaking, nor will 
detailá of any trader's business be passed to other 
offices or departments of the Government. 

The census will be taken under the Statistics of 
Trade Act, 1947, and the Board have made an Order 
prescribing its scope and the matters about which 
returns may be required. This Order is the Census 
of Distribution (1958) Order, 1956 (S.I. 1956, Мо. 
1733). 

'The independent committee, which recommended 
that this census should be taken, was appointed in 1953, 
to review the general policy followed in taking censuses 
both of production and distribution; the chairman was 
Sir W. Reginald Verdon Smith. In its report (Cmd. 
9276) the committee recommended that full censuses 
of distribution should be taken every ten years, and 
that sample surveys should be taken from time to 
time during the interval between them. Тће 1957 
census will be the first sample survey of this kind, and 
the first large-scale survey of distribution since the 
census taken for the year 1950. 

The census will provide an up-to-date basis for the 
measurement of current trends in retail sales and 
consumers' expenditure which at present still relies 
on the results of the ri950 census. It will provide 
information about the distributive trades for incor- 
poration in the accounts relating to national income and 
expenditure. In the field. which it covers, it will pro- 
vide, for 1957, information about capital expenditure 
and stocks which, as the Chancellor of the Exchequer 


! H.M.S.O. 3d net. 





stated in the House of Commons on August 1st, is 
needed in assessing the economic situation. It will also 
provide substantially complete information about the 
different types of consumer credit. 

'The scope of the census, and the questions to be 
asked, have been settled after consultation with the 
statutory advisory committee, which includes a number 
of traders. | 

The following kinds of business are included: 

Retail trade (excluding auction sales and the sale of coal 
and other solid fuels, timber, building materials other than 
wallpapers or paints, corn, seeds, fertilizers and other 
agricultural supplies, motor vehicles); hairdressing, mani- 
curing and beauty culture; footwear repairing for the 
general public; the provision of finande for the sale of 
goods under hire-purchase or credit sale agreements; check 
trading. 

The census will not cover wholesale distribution, 
public houses, or the provision of services other than 
those mentioned above. 


Е Questions to be Asked 
The forms of return provide that, if it is inconvenient 
for the trader to make a return for the calendar year 
1957, information may be given for a business year 
ending on any date from April 6th, 1957, to April sth, 
1958, inclusive. 

Small retailers with а turnover of £7,000 or less in 
the year, hairdressers and footwear repairers will be 
asked to state only the nature of their business, their 
total takings during the year, and particulars of the 
number of persons working in the business. 

Larger retailers with a turnover of more than £7,000 
will, in addition, be asked questions on: wages and 
salaries; trading purchases; stocks; book debts; sales 
analysed by groups of commodities; credit sales and 
amounts of credit outstanding at the end of the year. 

The largest retailers (including department stores, 
multiple organizations with ten or more branches, and 
co-operative societies) will also be asked for information 
about their capital expenditure on new buildings, 
vehicles, and other capital equipment. 

Finance houses will be asked to provide an analysis 
of the agreements they have entered into or discounted 
during the year, and of the amounts outstanding at 
the end of the year. 

Check traders Will be asked the value of checks etc. 
issued in the year, the value (if any) of checks exchanged 
at their own shops during the year, and the amount 
still to be paid at the end of the year on checks issued. 

Further information about the census may be obtained 
from the Board of Trade, Census Office, Lime Grove, 
Eastcote, Ruislip, Middlesex. Telephone: | Pinner 
9800, extension 323. 


i 
. December. 1st, 1956 


THE ACCOUNTANT 


575 


MANCHESTER SOCIETY OF CHARTERED 
ACCOUNTANTS 
ANNUAL DINNER 


The annual dinner of the Manchester Society of 
Chartered Accountants was held at The Midland 
Hotel, Manchester, on Thursday, November 22nd. 
The President of the Society, Mr J. H. Bell, B.A., 
F.C.A., presided, and with Mr A. S. H. Dicker, M.B.E., 
F.C.A., President of the Institute, received the company 
of over 300 members and guests. 

Among those present were Sir Walker Shepherd, 
Councillor Harry Sharp, J.p., Lord Mayor of Man- 
chester; Mr F. Rostron, M.B.E., M.1.E.E., M.LE.8, Presi- 
dent of the Manchester Chamber of Commerce, and 

Messrs S. G. Barker (Chairman of the Council, Man- 
chester and District Bankers Institute}, E. G. Cooper, 
A.C.A. (President, East Anglian Society of Chartered Account- 
ants); R. G. Crook, A.C.1.1., A.M.C.1.B. (President, Insurance 
Institute of Manchester); J. H. Dafforne, F.C.1.8., A.LA.C., 
F.H.A. (Chairman, Manchester and District Branch, Char- 
tered Institute of Secretaries) W. A. Eastwood, F.C.W.A. 
(President, Institute of Cost and Works Accountants, Man- 
chester and District Branch); A. F. B. Ham, Е.С.А. (President, 
Bristol and West of England Society of Chartered Account- 
ants), L. C. Howitt, M.ARCH., DIP.T.P., D.P.A., F.R.I.B.A., 
M.T.P.l. (President, Manchester Society of Architects); 
J. Hunter, rF.R.1.C.8., F.A.I. (President, Manchester Society of 
Land Agents and Surveyors). 

Messrs H. A. Kinney, Е.С.А. eer ‘South Eastern 
Society of Chartered Accountants); R. Leech, M.B.E., 
T.D., F.C.A. (President, mt and Danis Society of 
Chartered Accountants); D. J. Macbeth (President, Man- 
chester Law Society); ТА. Пн B.A., F.C.A. (Presi- 
dent, Liverpool Society of Chartered Accountants), A. S. 
Maclver, M.C., B.A. (Secretary, The Institute of Chartered 
Accountants in England and Wales); Lieut.-Col. W. M. 


Musgrave-Hovle, M.c., T.D., D.L. C Manchester 
Stock Exchange) Messrs Basil E. Nield, M.B.E., Q.C. 
(Recorder of Manchester); C. L. O' , ACA. (Presi- 


dent, Nottingham Society of Chartered Accountants); D. Т. 
Owen, ¥.C.A, (President, South Wales and Monmouthshire 
Society of Chartered Accountants). 

Messrs R. A. Palmer, T.D., M.A., F.C.A. (President, 
Leicestershire and Northamptonshire. Society of Chartered 
Accountants); W. E. Parker, C.B.&, Р.С.А. (Chairman, 
London and District Society of Chartered Accountants); 
His Honour Judge Harold Rhodes (fudge of Her Majesty’s 
County Court); "Meir D. M. Roberts, T.D., F.R.I.C.8., 
F.A.1. (Chairman, Chartered Auctioneers’ and Estate Agents’ 
Institute, Manchester and District Branch); B. Thomas, 
F.C.A. (President, Sheffield and District Society of Chartered 
Accountants); C. Townsend (H.M. Principal Inspector of 
Taxes); F. О. Wilson, Е.5.А.А. (President, ан 
Accountants’ Society of Manchester and District). 

The toast of “The Institute of Chartered Accountants 
in England and Wales’ was proposed by Sir Walker 
Shepherd, who said the Institute performed an admir- 
able and necessary service to industry and commerce. 
He praised, too, the unselfish work of those who per- 
formed important duties in the®various district 
societies, saying how much the Institute, like so many 
other professional bodies, owed to these members. 


The Taxation and Research Committee 


Replying. to the toast, Mr- Dicker referred to the 
work of the Taxation and Research Committee and 
said that that committee continued to have many 
matters under consideration. Some df them took a 


very long time to bring to finality, but he was sure 
that everyone would appreciate that until the ultimate 


. fate of a draft document on a particular subject had 
. been determined there were strong reasons for not 


making public the fact that work was in progress at 
Moorgate Place on that particular subject. He added: 

"The conditions which have to be satisfied before the 
Council will authorize the publication of a technical docu- 
ment are (a) that the substance of the document must be 

proved by an overwhelming majority of the Council; 
фу that the document must be reasonably concise in form; 
and (с) that there must, in the opinion of the Council, be a 
real need for a declaration on the subject and the document 
must be a real contribution thereto.’ 

Those were stringent conditions, said Mr Dicker, 
and they served to emphasize the importance which all 
members should attach to technical documents issued 
by the Institute. These documents were also read by 
many business men and he believed they had played a 
large part in maintaining and enhancing the reputation 
of the Institute. 

The work of the Taxation and Research Committee 
had been prodigious, he said, and the Manchester 
Society had made very valuable contributions towards it, 

Referring to the main reason for establishing the 
Taxation and Research Committee, Mr Dicker said 
that it had been recognized that many members of 
the Institute took up whole-time appointments of 
responsibility and importance in commerce and 
industry, and that their wide practical experience could 
clearly form a valuable contribution to the considera- 
tion, in association with practising members, of the 
ever-increasing financial. problems of the business 
community. 


Manchester Society’s Long History 


Mr Dicker wént on to speak of the history and 
tradition of the Manchester Society, and said that 
according to‘the Royal Charter of the Institute, Henry 
Grosvenor Nicholson, president of a society of account- 
ants established in 1871, st Manchester, was one of 
the petitioners on behalf of the total number of 
500 accountants who applied for the recognition which 
was granted in 1880. He added that since that day 
over seventy-six years ago, the annual reports had 
shown the great contribution the Manchester Society 
had made towards the general welfare of the Institute 
as a whole. 

'The toast of "The City and Trade of Manchester' 
was proposed by Mr Bell, who said that during the 
year à minute book had been found of the old Man- 
chester Institute of Accountants, which was the pre- 
decessor of the present Society. This showed that the 
first meeting of the old Manchester Institute was on 
December 12th, 1870 — eight years before the Institute 
was founded and eleven years before the Manchester 
Societ¥ was founded. The Manchester Institute had 
power to run its own examinations and it first held a 
dinner in April 1873, when the'price per head was 
seven.shillings and sixpence. 

Responses to the toast were made by the Lord 
Mayor of Manchester and Мг Е. Rostron. , 
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LIVERPOOL SOCIETY OF CHARTERED ACCOUNTANTS 


Тће Liverpool Society of Chartered Accountants 
held their annual dinner at The Adelphi Hotel, Liver- 
pool, on Friday, November 23rd, with Mr T. A. 
Macfarlane, B.A., F.C.A., President of the Society, in 
the chair. À total of 419 members and guests attended 
and were received by Mr Macfarlane and Mr A. S. H. 
Dicker, M.B.E., F.C.A., President of the Institute. 

Among the guests present were the Lord Mayor of 
Liverpool, Alderman John Sheehan; the Mayor of 
Crosby, Councillor Frederick Hill, J.P., Е.С.А., a mem- 
ber of the Liverpool Society; Mr W. H. McFadzean, 
C.A., C.I.E.E., Chairman of British Insulated Callenders 
Cables Ltd; Mr H. I. Nelson, Q.C., a former Recorder 
of Liverpool, and a member of the Northern Circuit; 
Sir Alan Тод, сљве., D.L., and 


Messrs John Ainsworth, M.B.E., M.COMM., F.S.A.A., 

F.L.M.T.A. (City Treasurer, Liverpool); R. W. Bankes, C.B.E., 
В.А. (a Past Secretary of the Institute); R. О. Bearne (H.M. 
Principal Inspector of Taxes); J. Howard Bell, B.A., P.C.A. 
(President, Manchester. Society of Chartered Accountants); 
Lieut.-Col. P. G. R. Burford, T.D., M.A. (Secretary, Incor- 
porated Chamber of Commerce of Liverpool); Messrs F. H. 
Cave (General Manager and Secretary, Mersey Docks and 
Harbour Board), C. J. Cocks, т.р. (President, Incorporated 
Law' Society, Liverpool); E. О. Cooper, a.c.a. (President, 
East Anglian Society of Chartered Accountants), G. English, 
Е.5.А.А. (Secretary, Incorporated Accountants’ District 
Society of Liverpool); A. K. Ferguson, A.C.A. (Official 
Receiver in Bankruptcy). 
' Messrs A. F. B. Ham, F.C.A. (President, Bristol and West 
of England Society of Chartered Accountants); D. S. Inman 
(Chairman, Incorporated Chamber of Commerce, Liverpool); 
A. G. Jeans (Assistant Editor-in-Chief, Liverpool Daily 
Post and Echo Ltd); N. Johnson, ¥.c.a. (Chairman, Chester 
and North Wales Branch, Liverpool Society of Chartered 
Accountants); P. C. Lloyd, F.c.A. (President, Liverpool 
Chartered Accountants’ Students’ Association); E. R. 
Longman, F.c.a. (President, Leeds, Bradford and District 
Society of Chartered Accountants); А. S., Maclver, M.C., 
В.А, (Secretary of the Institute); R. Mould-Graham, O.B.E., 
M.C., T.D., D.L., F.C.A. (President, Northern Society of Char- 
tered Accountants); Е. S. Mowforth, F.c.a. (President, Hull, 
East Yorkshire and Lincolnshire Society of Chartered 
Accountants); D. T. Owen, в.С.А. (President, South Wales 
and Monmouthshire Society of Chartered Accountants). 

Messrs R. A. Palmer, T.D., МА. F.C.A. (President, 
Leicestershire and Northamptonshire Society of Chartered 
Accountants); W. E. Parker, C.B.E., F.C.A. (President, London 
and District Society of Chartered Accountants), C. Pearson, 


Р.С.А., F.8.A.A. (President, Incorporated Accountants! District. 


Society of Liverpool), F. Potts, a.c.a, (Chairman, South 
Lancashire Branch, Liverpool Society of Chartered Account- 
ants); D. Ryan, F.R.I.C.8., F.A.I. (Chairman, Liverpool and 
District and North Wales Branch, Chartered Auctioneers 
and Estate Agents); A. D. Sheppley (President, Liverpool 
and District Bankers Institute), G. B. Souster, F.C.W.A. 
(President, Liverpool Branch, The Institute of Cost and 
Works Accountants); R. M. Synge, M.c. (Chairman, Liver- 
pool Stock Exchange); B. Thomas, Р.С.А. (President, Sheffield 
and District Society of Chartered Accountants); R. D. 
Thomas, F.C.1.3. (Chairman, Liverpool and District Branch, 
Chartered Institute of Secretaries); A. D. Walker, J.P., 
F.C.A. (member of the Council of the Institute). 
. The toast of "The City and Trade of Liverpool’ 
was proposed by Mr McFadzean and the Lord Mayor 
of Liverpool replied. ' 
Proposing the toast of “The, institute of Chartered 


Accountants in England and Wales’, Sir Alan Tod 
stressed the importance of the work of those in the 
provinces, : 

After referring to the commercial activities of 
Merseyside, and the effects of high taxation on the 
Shipping industry, Sir Alan said that business men, 
assisted by their accountants, must continue to make 
efforts to present their accounts in the simplest 
possible form which will convey to their employees as 
well as their stockholders, the economic facts of 
company life. ‘I feel it is incumbent on all of us to 
present the facts in a manner which can be understood 
by the general public,’ he said. — ^ ` 


The Institutes’ Membership Abroad 


Responding to the toast, Mr Dicker said that over 
the last seventy-six years many of the Institute's 
younger members had sought and found their profes- 
sional life abroad, where they had enhanced the reputa- 
tion of the Institute by their example and leadership 
in matters of ethics and integrity Фа their business 
dealings. Today more than 2,000 members were 
serving out of England and Wales. E 
Continuing, Mr Dicker said that the Institute 
had serious responsibilities and obligations to all 
overseas parts where civilized systems of commerce 
existed. At no time in the Institute's history, he said, 
had there been any restriction on membership by 


' reason of nationality, colour, race or creed. He added: 


"We are concerned only with character, ability and 
sound training in professional practice. T'he result 1s that 
many students from overseas have come to this country, 
undergone training under our articles, passed our examina- 
tions and returned to their own countries as chartered 
accountants,’ 


Another way in which the Institute had made a 
tremendous contribution to the development of the 
profession throughout the world, Mr Dicker stated, 
was through the many members who had ventured over- . 
seas and taken a prominent part in the foundation and 
development of an organized profession in their new 
countries. He continued: 

*Our methods and high principles have been taken 
abroad on a vast зсаје in this way, and also through the 
many partnerships which exist between accountants resi-, 
dent in the United Kingdom and those in other countries. 


Reciprocity of Right to Practise 


‘The Council has emphasized its belief that the ideal 
arrangement was reciprocity in all parts of the world, of the 
right to practise under the professional designation which 
the individual accountant had obtained without restrictions 
on the right to enter into partnership or agency arrange- 
ments with propegly qualified accountants, whatever their 
country or residence. 

‘If accountants throughout the world would recognize 
the need for world freedom of practice rights, subject only 
to proper professional qualification, our profession would 
fake an invaluable contribution towards the achievement 
of the real international co-operation and friendship which 
are so sorely needed in our troubled world today.” | 


Mr Nelson responded to the toast of ‘Our Guests’ 
proposed by МТ Macfarlane. 
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STUDENTS' DINNER IN BIRMINGHAM 
The Birmingham Chartered Accountant Students’ Society 


Nearly 400 members and guests attended the annual 
dinner of The Birmingham Chartered Accountant 


Students’ Society held on Friday, November 23rd, ' 


at The Grand Hotel, Birmingham. The President of 
the Society, Mr Peter Т. Neal, F.C.A., was in the chair. 


Among the guests present were Lieut.-Col. Sir | 


Fordham Flower, 0.B.E., D.L., Deputy Lord-Lieutenant ; Responding to the toast, Mr Campbell referred to a 


` recent speech of the President of the Institute, in 
` which the President had commented on the low 


for the County of Warwickshire; Lieut.-Col. R. B. 
Leach, M.B.E., T.D., В.С.А., President of The Birming- 
ham and District Society of Chartered Accountants, 
and a member of the Council of the Institute; Mr 
W. G. Campbell, B.A., F.c.4., a member of the Council 
of the Institute; Mr Eric M. Clayson, A.C.A., managing 
director, Тће Birmingham Post and Mail Ltd; Mr 
Derek Salberg, managing director of the Alexandra 
Theatre, Birmingham, and 

Messrs W. L. поэте J.P., Е.С.А. (Member of Council 
of the Institute); Т. A. Hamilton Baynes, M.A., J.P., F.C.A. 
Member of Council of the Institute); C. W. Blasdale, O.B.E. 


Principal Inspector of Taxes, Birmingham); Professor D.- . 
usins, B.COM., A.C.A. (Professor of Accounting, Birmingham » 
University), Messrs E. G. Davies, F.c.a.; Denis F. Dodd, ` 


T.D., В:С.А. (Нопоћ deti Secretary, Birmingham and District 
Society of Chart Accountants); ] Eames, O.B.E., 
ВАМА F.SAA. (Treasurer, City d d Birmingham); J. 
Fawcett (President, Association of Н.М. Inspectors of Taxes, 
Birmingham), А. R. Gillies, B.A. (Honorary Treasurer, 
Ботов Chartered Accountant Studénts’ Society); 

James Gittoes, J.P., F.C.A. (Chairman, јони Lecture 
Cooney 


shire and Н ве Chartered Accountant Students’ 
Society); E. Hemsoll, M.c. (Clerk to the Committee, the 
Birmingham с 
Holton (Honorary Treasurer, Oxford Chartered Accountant 
Students’ Society; G. M. Hope (Member of Committee, 
Manchester Chartered Accountant Students’ Society); A. B. L. 
Horsman (Member of Committee, Birmingham Chartered 
Accountant Students! Society); G. B. C. Hughes, A.C.A. 
(Chairman of Committee, Chartered Accountant Students’ 
Society of London); B. K. Johnson (Honorary Treasurer, 
West Wales Chartered Accountant Students’ Society); 
P. W. Johnson (Honorary Assistant Secretary, Bristol Char- 
tered Accountant Students’ Society); R. T. Jones (District 
Manager, Lloyds Bank Ltd); S. V. Lancaster, T.D., F.C.A. 
Vice-President, Birmingham Chartered Accountant Students 
ociety); D. D. Law (Honorary Secretary, Birmingham and 
District Students! Society, The Association of Certified and 
Corporate Accountants); D. Liddell, LL.B. 

Messrs J. В. Mayers, в.зс., A.M.INST.C.E.; P. G. Mayers 
(Honorary Seer Birmingham Chartered Accountant 
Students’ Society); R. J. D. Renton (Honorary Secretary, 
Bradford and District Chartered Accountant Students’ 
Society); F. J. Rolinson, A.C.A. (Honorary Secretary, Joint 
Lecture Committee); M. L. Sapsworth (Honorary Treasurer, 
Liv Chartered Accountant Students’ Association); 
M. С. Sermon (Honorary Secretary, Nottingham Chartered 
Accountant Students’ Society); B. E. Smith (Honorary 
Seer , Sheffield and District C red Accountant 


Students’ Society); W. H. А. Sutton, B.A. (Chief Inspector оў. 


Taxes, Inland Revenue Training Centre), Philip Watkins 
Honorary Treasurer, University of Birmingham Guild of 

ndergraduates); A, Weir (Honorary Secretary, Birmingham 
Law Students Society); P. L. Wood (Honorary Secretary, 
Leeds and District С ed Accountant Students’ Associa- 
tion); K. J. Woolley (Honorary Secretary, Birmingham: -and 
District Incorporated Accountants’ Students’ Society). 

The toast of “The Institute of Chartered Account- 


hartered Accountant Students! Society); David .- 


ants in England and Wales’ was proposed by Lieut.- 


‹ Col. Sir Fordham Flower, who wished the Institute 


every success in the invaluable services it performed 
to industry in particular and to the nation in general. 


Importance of a Good Knowledge of English 


standard of education of some of the examinees. There 
was a grave fear, said Mr Campbell, that candidates 
did not realize the importance of the English language. 
When one read that the Senate of the University of 
London was proposing to abolish English as a com- 
pulsory subject one's fears were doubled and re- 
doubled. He added: 


‘I feel this is an appalling step backwards. It doesn't 


+ seem to be realized that а knowledge of your own language 


is essential, After all, it is a flexible, magnificent language. 

Mr Campbell said that he could not stress too 
strongly the importance of this; scientists, professional 
men and every man of skill needed good English. It 


. enabled the qualified accountant to convey clearly to 
` clients facts that must be understood. 


Mr Campbell said he was sure that the President 
was right in suggesting that the standard of: English 


"was falling away. It was a great danger and it should 


„n be sto: He concluded: ‘Birmingham is one of the 
Messrs R. K. Hawkins (Honorary Treasurer, Leicester-. 7 pped. 


Strongest societies outside London and I would like 
you to think about this because it is very important.’ 


A Valuable Corrective : 


Proposing the toast of ‘The Birmingham Chartered 
Accountant Students’ Society’; Mr Clayson said he 
had no doubt that in time to come students would 
forget a great deal of what they had learnt, but their 
training would be an asset that no one could ever 
take away. He continued: 

"There аге all too many temptations in commerce nowa- 
days. It is a very valuable corrective of these temptations to 
know that one will be dealing with men and women pledged 
to perform their duties in such a way as to be absolutely 
above suspicion." 

Replying to the toast, Mr P. G. Mayers said that 
although the number of members had increased since 
the end of the war after what he called the ‘post-war 
boom’, the rate of increase had started to fall. He 
suggested that there should be an eight to twelve-month 
course of full-time study, perhaps at a university. 

The toast of ‘Our Guests’ was proposed by Mr 
A. B. L. Horsman and Mr Derek Salberg responded. 

The final toast of the evening, to "The President’, 
was proposed by Mr A. R. Gillies, B.A., who referred 
to the record number of society members present. 
Replying to the toast, the President, Mr Neal, con- 
gratulated the committee on their very efficient 
organization of the arrangements for the evening. He 
made special mention of Mr E. Hemsoll, m.c., Clerk 
to the Committee, who, he said, by working with 
successive generations of students for the last quarter 
of a century, had found the secret Of naro 
youth’. 
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» NOTES AND NOTICES 


The Institute of Chartered Accountants in 

England and Wales s 
MEMBERS’ LIBRARY 
A. second cumulative supplement to the ‘Short List’ 
of books has now been issued. Copies, which contain 
additions to September 1956, will bė sent to members 
by the Librarian, free and post free, on receipt of 
an addressed label. Copies of the last edition of the 
‘Short List’, published in August 1955, are still 
available. 


Seventh International Congress 
of Accountants 
NOTICE TO MEMBERS OF THE SCOTTISH INSTITUTE 

The Secretary of The Institute of Chartered Account- 
ants of Scotland has asked us to say that his Council 
very much hope that every member of the Scottish 
Institute who can manage to do so, will attend the 
Congress to be held in Amsterdam next September, 
and that there will be a good representation of both 
practising and non-practising members. Any member 
planning to attend is asked to notify the Secretary of 
the Scottish Institute before December 15th, 1956, 
sending details of his name, address and date of 
birth, together with the name of his lady if she will 
be accompanying him. 


25 Personal 
Messrs СніРСНАЅЕ, Woop & Jacoss, Chartered 
Accountants, of 18 Bentinck Street, London, Wr, 
announce that as from December rst, 1956, Mr Alan 
Hall, a.c:a., is being admitted into partnership. The 
name of the firm will remain unchanged. 

Messrs W. A. Browne & Co, Chartered Account- 
ants, regret to announce the death, on November 2181, 
1956, of their senior partner, Mr Davip CHARLES 
WILSON, Е.С.А., who had been a partner in the firm 
for over fifty years. 

Messrs МАХТОМЕ GRAHAM & Sme, Chartered 
Accountants, of 34 Charlotte Square, Edinburgh, 
regret to announce the sudden death of their senior 
partner, Mr CHARLES STURGEON, C.A., on November 
18th, 1956. Тће practice is being continued at the 


same address by the remaining partners, Mr C. G. Ms 


Pearson, С.А., Mr W. J. M. ALEXANDER, C.A., and 
Mr M. C. Morpny, C.A. 

Мв E. H. REID, A.C.A., announces that as from 
November 26th, 1956, his practice will be conducted 
in partnership with Mr ANCRUM Evans, T.D., F.C.A., 
under the name of E. H. Rem & Co, principally 
from 8 Eccleston Square, London, SW1. 


Firm's Offices in Egypt Seized 
Messrs Price Waterhouse, Peat & Co- Middle 
East firm ~ announce that their offices іп Сао and 
Alexandria have been seized and their practices there 
are being liquidated by the Egyptian authorities. 
Their offices *and practices in Cyprus, Sudan and 
-Ethiopia continue as heretofore? 


The Institute of Chartered Accountants in 
Ireland 
MEETING or THE CoUNCIL 
A meeting of the Council of The Institute of Char- 
tered Accountants in Ireland was held in Belfast on 
'Thursday, October 25th, 1956. 
Attendance 
'The President, Мг Frank Cleland, was in the chair, and 
there were also present Messrs G. F. Klingner, Vice- 
President, H. E. A. Addy, John Bacon, G. A. P. Bryan, 
M. M. Connor, À. E. Dawson, J. F. Dempsey, James 
Graham, N. V. Hogan, R. E. McClure, H. T. Montgomery, 
R. P. F. Olden, H. W. Robinson, James Walker and D. 
McC. Watson, with Mr W. S. Orr, Secretary, and Mr 
Hugh Stevenson, Joint Honorary Secretary and Treasurer, 
in attendance. Apologies for absence were received from 
Messra Patrick Butler and G. E. Cameron. 


Death 
'The death, on September 22nd, 1956, of Mr Robert 
Stanley Stokes, Е.С.А., Dublin, a former President 
of the Institute, and a member of the Council from 
1929 to 1951, was reported and noted with deep 
regret. А resolution was passede conveying the 
sympathy of the Council to the widow and family of 
te Mr Stokes and also to his partners. 


Fellowship 
Mr Charles Hedley Nicholson, ACA, London; was 
elected to Fellowship. - 


Associateship in Practice 
Mr Patrick Thomas McGillgan, A.c.4., Dublin, was 
admitted to practice. ; E 
Exemption from the Preliminary Examination 
One application under Bye-law 96 for exemption 
from the Preliminary examination was granted. 


London and District Society of Chartered 
Accountants 


At a meeting of the London and District Society of 
Chartered Accountants to be held next Tuesday at 
6 p.m. in the Oak Hall of the Institute, Mr T. A. 
Hamilton Baynes, M.A., F.C.A., will speak on ‘Pensions 
for the self-employed’. 


London Students’ Annual Dinner 


The annual- dinner of The Chartered Accountant 
Students’ Society of London, to be held at Grosvenor 
House, Park Lane, on Monday, December roth, 
will be attended by over 1,000 members and guests. 

Sir Harold Gillett, M.C., F.c.a., President of the 
Students' Society, will preside, and the guest 
speakers will beu 

Mr A. S. H. Dicker, M.B.E., F.C.A., President of the 
Institute. 

Sir Oliver Franks, P.C., G.C.M.G., K.C.B., C.R.B., M.A., 
D.C.L., LL.D., LITT.D., chairman of Lloyds Bank Ltd, and 
а former United Kingdom Ambassador to the U.S.A. 

Sir Edwin S. Herbert, K.B.E., LL.B., President of The Law 
Society. 

Sir Frederic Hooper, B.8C., Р.1.1.А., managing director of 
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Grimsby and North Lincolnshire Chartered 
Accountants 


The annual dinner of the Grimsby and North 
Lincolnshire Branch of the Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants was 
held at The Royal Hotel, Grimsby, on Thursday, 
November 22nd. The Chairman, Mr J. B. Harrison, 
Р.С.А., supported by the President, Mr A. А. 
Beardsall, ¥.c.a., presided over a gathering of 114 
members and guests. 

Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, the Rt. Rev. 
The Lord Bishop of Lincoln, stressed his belief 
that some of the troubles of the present-day world 
were due to the fact that many people refused to 
accept responsibility; he complimented the members 
of the Institute on the part they played in the life 
of the community. Responding to the toast, Mr D. V. 
House, F.C.&, а Past President of the Institute, 
outlined his travels during his year of office and said 
how gratified he had been to observe the very high 
reputation enjoyed by the Institute in all the countries 
he had visited. 

The toast of {The Guests’ was proposed by Mr 
L. S. Wrightson, A.C.A., in a humorous speech, and 


Mr H. V. Heckford, о.в.к., H.M. Inspector of Taxes, · 


Grimsby 1st District, responded. 

Among the company present were Mr Е. 5. Mow- 
forth, F.C.A., President, The Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants; Alder- 
man M. Quinn, J.P., Mayor of Grimsby; Councillor 
C. Edwards, JP., Mayor of Cleethorpes, together 
with representatives of other professional bodies. 


Annual Dinner in Stoke-on-Trent 


One hundred and ten members and guests attended 
the second annual dinner of the Stoke-on-Trent 
Area Branch of the Birmingham and District Society 
of Chartered Accountants held in The North Stafford 
Hotel, Stoke-on-Trent, on Tuesday, November 2oth. 
Mr Е, G. Nicholas, Е.С.А., was in the chair and the 
guests included Mr T. A. Hamilton Baynes, M.A., 
Е.С.А., member of the Council, deputizing for the 
President of the Institute who was indisposed; 
Col. Sir George Wade, M.C., J.P., President, North 
Staffs Chamber of Commerce; Mr E. W. Brain, J.P. 
President, British Pottery Manufacturers’ Federa- 
tion; and Mr J.' L. Thorpe, M.A., H.M. Inspector 
of Taxes, together with representatives of other 
branches and professional bodies, 

Proposing the toast of “The Institute’, Col. Sir 
George Wade referréd to the fairly general lowering 
of standards at the present day but he noted. with 
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satisfaction that chartered accountants had kept 
their high standards of integrity and professional 
conduct and he was sure they would be maintained. 

Mr T. A. Hamilton Baynes, in his reply, said. that 
he had been present at the inaugural meeting of the 
Branch; he had watched its development and was 
very pleased to have the opportunity of being present. 
Referring to retirement pensions, he mentioned that 
a few years ago a member proposed that the Institute 
should investigate the BA арсен of instituting 8 
pension fund for the staffs of accountants. 

‘Very soon now, he said, ‘a scheme will be sent to 
members. We are often told that clerks are being attracted 
into сопштегсе because of pensions, and I have the hope 
that al! will look to the scheme as a great benefit.’ 

Mr Hamilton Baynes also mentioned that a scheme 
for self-employed chartered accountants was now 
with the Inland Revenue.  . 

'The toast of "The Guests' was proposed by the 
Chairman, and Mr Brain and Mr Thorpe responded. . 


. Jubilee of Local Government Finance 
We have pleasure in extending congratulations to our 
contemporary Local Government Finance, the journal 
of The Institute of Municipal Treasurers and Account- 
ants, which, with its November issue, celebrated its 
diamond jubilee. 

The, journal was first published, under the: “title 


„ов Financial Circular, in November 1896, and we 


trust that it may continue to serve the interests of its 
readers, and the specialized branch of the profession 
for which it caters, for many years to come, 


Our Weekly Problem - 

No. 146: Fars ENOUGH 
Board meetings of Cats Cradles Ltd were usually 
held in London where there were the majority of the 
directors, the other directors coming up from the 
Birmingham subsidiary. Mr L. U. Sidate had sug- 
gested that it would be pleasant to hold the November 
meeting at a small but well-managed hotel he knew, 
which was near one of the stations on the London- 
Birmingham line. It turhed out that the ch eat 
lunch were so reasonable, being £3 8s 6d less 


‘their usual London hotel, that the total cost of ie 


November mecting proved to be the same as the cost 
of the October meeting. 
What was the fare from London? 
The answer will be published next week. 
Answer TO No. 145: Tricky Business 
LL + y were the number of candidates, 


7 +x = 93 +y 
x -+ y = 22 


Јо: m 14 у=8 
‘There were 101 candidates of whom 79 passed. 
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The Accountants' Christian Fellowship 
The monthly meeting for Bible reading and prayer 
will be held at 6 p.m. on Monday next, December 
3rd, in the vestry at St Mary Woolnoth Church, 
Lombard Street, London, EC3. 'The scripture for 
reading and consideration will be the parable of the 
leaven in the loaves. (St Mattheto, Ch. 13, vv. 31 and 


32.) 
. SEVENTY-FIVE YEARS AGO 

From Uhe Accountant or DECEMBER 3RD, 1881 
Extract from leading article entitled 
_ TÆ INSTITUTE OF CHARTERED ACCOUNTANTS _. 

We have recently received several communications 
which, though on different subjects, all point to the 
desirability of some practical steps being taken for the 
protection of members of the Institute of Chartered 
Accountants against outsiders. The question of the 
means to be devised for accomplishing this end is pro- 
bably not without difficulty, bur still we venture to 
think that the importance of the subject demands that 
its consideration by the Council should not be 
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deferred on account of such difficulties. It is only half 
the battle to have established an organisation which 
shall serve as a guarantee for professional skill and 
reputability. The next step is to secure the practical 
utility of the Institute by bringing a knowledge of its 
existence, its aims, the guarantees it offers, and its 
roll of members, directly home to all those who 
are concerned in the employment of professional 
accountants, either as experts charged with the duty 
of unravelling and arranging private accounts, or 
as trustees charged with duties of a guasi public 
character. For so long as the knowledge of the existence 
of a chartered body is confined to a comparatively 
limited area, so long is the outsider able in man 
instances to enter into an unscrupulous rivalry wi 
the skilled and reputable practitioner. This is no 
doubt true mainly as regards bankruptcy trusteeships, 
but it has nevertheless some application as regards 
the general work of an accountant. It shows at any 
rate a state of things in regard to which members of 
the Chartered Institute may fairly look to the Council 
to do their best to devise a remedy. . .. 


LONDON STUDENTS’ COLUMN’ 


News from the London Chartered Accountant Students’ Committee 


The past month has seen a continuance of the mechan- 
ized accounting course, with another systems demon- 


stration and further typewriter demonstrations. Both 
Martins and Barclays Bank have been visited and 
parties have been taken round the Ford Motor Works 
and the Royal Mint, ` 

There have been three general lectures and it will 
no -doubt please those who attended Professor 
Davidson’s lecture on ‘Recent developments in 


accounting in America’ to learn that he has agreed to’ 


address members again in the spring. 


Christmas Dance 


It might interest members to know that all available: 


‘tickets for the Christmas dance at the Festival Hall 


were sold within a week. For those who may have 


entertained the idea that tickets were not altogether 
necessary to gain admittance, be it known that the 
rule ‘admission by ticket only’, is rigidly enforced at 
the door. Ticket holders are reminded that should they 


lose their tickets they must get in touch with the 


assistant secretary at the students' library as quickly as 
possible. · 
Sport. 
Sports results for the month were as follows: 
Badminton 


о. University College .. .. draw 4—4. 


v. Regent Street Polytechnic . . ..lost 4-7 

v. National Provincial Bank .. .. Won 9-o 
Squash M 

v. Honourable Artillery Company .. .. WOD 4-1 

о. The Bar  .. T^ vs 36 .. WOR 5-0 
Hockey 

Articled Clerks v. Members . lost 1-2 


Іп a chess match with the Midland Bank, the Society 
lost by 4 games to 2. 


Next Week's Meetings 
'T'he following meetings will be held during next week: 


Monday, 6 p.m., at Guildhall: Lecture on ‘Statutory and 
equitable apportionment’, by Mr R» J. Carter, B.COM., 
F.C.A. 


Tuesday, 5.30 p.m., at the Chartered Insurance Hall: 
Mock company meeting. Chairman: Sir Harold Gillett, 
M.C., F.C.A. President of the Students' Society. 


Wednesday, 5.30 p.m., at the Institute: Debate on the 
motion 'Compulsory National Service should become a 


anent measure in the country'. 
adminton v. Barclays Bank. 

Friday: Visit to the Royal Mint (limited numbers). 
5.30 p.m., at the Institute: Introductory course lecture on 
‘Bankruptcy, liquidation and receivership’, by Mr A. C. 
Staples. 
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BUSINESS TENANCIES 
Landlord's Intention to Reconstruct 


ART II of the Landlord and Tenant Act, 1954, is directed 
to ensuring security of tenure for business and professional 
tenants in England and Wales. A tenant having a tenancy 
within the Act who wishes to remain in the premises but is 
unable to obtain the landlord's agreement to a new lease on 
mutually acceptable terms cannot be ejected without a Court ' 
order. The Act provides for the tenancy to continue, on the same 


_ terms as before, beyond the normal termination date unless the 
' . tenancy is terminated in the manner laid down in the Act. 


Provided the tenant is not in breach of his covenants, there 
are only two ways in which the landlord can bring the tenancy 


' to an end. He can grant a new tenancy on mutually agreed terms. 


If this is not done he can terminate the current tenancy by 
notice in the form laid down by the Act (unless of course the 
current term still has some time to run), but the tenant can apply 
to the Court for a new tenancy. This the Court is bound to grant, 
at an economic rent, unless the landlord can establish a case for 


. possession on certain grounds laid down in the Act. 


The tenant must notify the landlord of his desire for a new 
tenancy and the notice must be in the form laid. down for the 
purpose. ТЕ the landlord is unwilling to grant the proposed new 
tenancy he must, within two months after receiving the notice, 
write to the tenant saying that he would oppose an application 
to the Court for a new tenancy and setting out the grounds of his 
opposition. The grounds must Бе: опе or more of seven grounds 
laid down in Section 30 (1) of the Act. Тће first three are con- 
cerned with a tenant's shortcomings | as a tenant; neglect to carry 


, out an obligation to repair, persistent delay in paying rent, other 


substantial breaches of his obligations as a tenant, or the manner 


7 in which he has used or managed the premises. The fourth ground 


is the fact that the landlord offers suitable alternative accommoda- 
tion; the fifth that the tenant is subtenant of part of a building 
which the landlord can let more profitably as a whole. — 

. The sixth and seventh grounds, being paragraphs (f) and (2) 
of Section 30, both rest on the landlord's intention and have 
given rise to difficulties of interpretation. They are as follows: 


e (f) that on the termination of the current tenancy the landlord 


intends to demolish or reconstruct the premises comprised in 

the holding or a substantial part of those premises or to carry out 

substantial work of construction on the holding or part thereof 

and that he could not reasonably ao 80 without obtaining 
ion of the holding; — . 

(2) subject as hereinafter provided, that on | the termination of the 

current tenancy the landlord intends to occupy the holding 


for the purposes, or partly for the purposes, of a business 
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residence. 
The ground in paragraph (2) is not available to 
a landlord who has acquired his interest less than 
five years before the termination of the current 
tenancy. 


„man of the Act evidently ignored a recent dictum 
of an American judge that ‘The less legal rights 
depend on someone’s state of mind the better’. 
As long ago as 1477 an English Chief Justice 
delivered himself of a dictum in Norman 
French, the English equivalent of which is: 


‘It is common knowledge that the thought of 


man shall not be tried, for the Devil himself | 


knoweth not the thought of man.' 


Not all landlords are individuals. Many аге | 


legal fictions, like bodies corporate, and in their 
case Ње question of what they 'intend' at any 
particular time is peculiarly difficult to establish 
objectively. How is the intention to be evidenced? 
An illustration of these difficulties is to be found 
in Betty 's Cafés Ltd v. Phillips Furnishing” Stores 
Ltd (The Times, November 29th, 1956). 

On June 28th, 1955, the plaintiff tenant 
served a statutory notice on the defendant land- 
lord asking for a new tenancy. The landlord gave 


a notice on August rsth, 1955, that it would 
oppose the application for a new tenancy, on ће 


ground in Section 30 (1) (f) of the Act.that on 
the termination of the current tenancy 

_ ‘the landlord intends to... reconstruct the 

premises . . . and could not reasonably do so 

without taking possession, . . .' 

During the hearing of the matter before 
DANCKWERTS, J., on April 23rd, 1956, the land- 
lord passed a resolution expressing its intentiori 
to reconstruct under sub-paragraph (f). Рамск- 
WERTS, J., held that the vital moment when the 
landlord must have the réquisite intention to 
reconstruct was the date of the service of the 
notice of the landlord's opposition, and that 
therefore the resolution of April 23rd, 1956, was 
too late. He granted the tenant a new tenancy 
at f3,000 per annum rent, for fourteen. years, 
which.is the maximum period promdce for by 
the Act. The landlord appealed. 

By a majority of two to one the Сочӣ of 


Appeal has allowed the landlord’s appeal and has | 


remitted the case to DANCKWERTS, J., for further 
„consideration. | .. | 
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BinxxrT, L.J., said HT in.his opinion the 


- proper date was the date of the hearing before 


the Court, when the landlórd had to establish the 
ground stated in his notice to the satisfaction of 
the Court. The Court was given a discretion as 


' to decide whether the tenant ought to be granted a 
In introducing the fact of intention the drafts- 


new tenancy and that discretion must be exercised 
on the material before the Court at the date of 
the hearing. In view of the imperative duty to 
state his grounds, the landlord might very well 
put in his notice a ground. about which he had 
not yet fully made up his mind at the date of the 
notice.because the decision. rested on facts which 
hád still to be made clear. If at the date of the 
notice the intention required by paragraph (f) 
could not be said to be a firm and settled inten- 
tion because of special circumstances, but at the 
date of the hearing the intention required by làw 
was established to the satisfaction of the Court, 
the application for a new lease weuld be defeated. 

Accordingly, the case should go back to the 
judge for further consideration on the footing 
that the resolution of the landlord’s board was 


‘not too late for it to receive consideration. In his 


lordship's opinion, if a new tenancy were granted 
it should be of five years’ duration. _ 

Romer, L.J., concurred ‘with BIRKETrT, LJ. 
He said that Section 31 (1) showed beyond ques- 
tion that the intention must exist at the hearing; 
for it would be pointless to establish to the satis- 
faction of the Court that the landlord had 
intended, some time previously, to demolish or 
reconstruct on the termination of the tenancy, df 
that intention had been abandoned in the mean- 
time. The additional requirement that an earlier 
intention, in the strict sense of the word, must 
also be established could not be clearly derived 
from the statutory language used. Accordingly, 
it appeared sufficient for the landlord to prove 
that he had the necessary intention at any stage 
of the hearing by the Court. On the other hand, 
the belatedness of a landlord's intention would 
be highly relevant to its genuineness. Lorp 
EVvERSHED, the Master of the Rolls, gave a 


` forceful dissefting judgment. 


Although the landlord has won this particular 


` round in the litigation, the position now is that 


of four judges, two have construed the paragraph 
in oné way, two in an opposite way. This is 


` eloquent comment on the standard of tie оа. 
- ofthe Act. ° - ES 
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THE: MARKET PRICE | ^ AL. 


.. SOME REFLECTIONS UPON THE WERNHER сове: vi 


pies 3 


љу А BARRISTER-AT-LAW ee 


UST under twelve anonbs a age the House of 

Lords decided the limited point that on the 

transfer of an asset from a trading enterprise 
to a non-trading enterprise, both enterprises 
being in’ the same ownership, the proper 
credit to be made in the books of account of the 
trading enterprise was a figure representing the 
market value of the asset transferred. Such was 
the basis of the decision in the case of Sharkey 
v. Wernher! (34 A.T.C. 2633.36 Т.С. 275). 

Lady Zia Wernher bred horses as a com- 
mercial enterprise, and also trained and raced 
horses as a hobby. On the transfer of a horse to 


the. training establishment, said the House of. 


Lords, some cfedit must appear, for obvious 
reasons, in the books of the breeding establish- 


ment. The historical cost of the horse, the.cost. 


of its acquisition and keep, is irrelevant in con- 
sidering what entry should be made on the transfer. 
The horse at the moment of transfer is stock-in- 
trade of a commercial enterprise; on a transfer 


to another enterprise the only realistic figure to' 


appear in the books should be the market price, 
or current realizable value, of the asset trans- 
ferred. ` 
: "Ап Unreal Profit 
The unfortunate ‘and inevitable result of this 
decision is that the breeding establishment is 
credited for taxation purposes with a trading 
profit which the owner has not made, or at least 
certainly has not realized. The House of Lords 
did not deplore this necessary consequence of 
their decision. In fact they went further, and 


made their decision rest upon the basis that оп 


the diversion of any trading stock from a com- 


mercial enterprise for the private use or enjoy- 


meht óf the owner of that enterprise, the books 
of account should be. credited with the full 
market value of the goods transferred. 

It was this general question of principle, 
apparently, which really induced, the Revenue 
to take Lady Zia's case to the Lords, and as a result 
of the favourable decision, tax inspectors have 
begun a concerted attack upon traders: they 
apparently propose to insist that traders should 
énter into their trading accounts the selling price 
of the goods which they withdraw for their 


1See The Accountant, dated November габа, 1955. da 


personal or family consumption, or everi in some. 
cases goods which they supply at a trade discount: 
to associates, friends and relations. The moral. 
justification for this is said to be that the trader 
has his personal allowance for income tax pur- 
poses, and should not obtain taxation concessions. 
over other taxpayers who.are not traders. 

The short answer to this contention is, of. 
course, that to obtain trade. goods at cost price is: 
no taxation concession at all. Would an Inspector 
of 'Taxes expect to pay income tax on the value 
to him of the free cycle rack which is provided at 
his place of work? Does he regard it as a personal 
taxation concession that. the employee at a radio 
factory should be able to purchase a used experi- 
mental model for a nominal ten shillings? 


ВЕНЕ Results of the Requirement 


Some of the practical results of a rigid insistence 
oh this requirement have been prophesied and 
illustrated in correspondence during the last two 
months in the columns of this journal: traders 
would merely enter into reciprocal arrangements 
with their competitors for the supply of goods at 
cost price, or would place special orders of small 
amounts with their wholesalers for home con- 
sumption. Butchers and market gardeners would 
write off as waste their unsaleable produce, before 
allowing their wives to recover it. 

It is to be sincerely regretted, however, that a 
decision of the House of Lords should be applied 
to lengths and in circumstances which could not. 
have been within the consideration of those who. 
pronounced judgment. in the Wernher case. 

"Their lordships were no doubt influenced by 
the consideration that one of the principal pur- 
poses of the breeding establishment maintained, 
by Lady Zia, if not the main purpose, was the 
supply of horses for her ‘recreational’ activity, 
training and racing. If the decision had been con- 
fined to transfers from a trading enterprise to an 
undertaking which it was in the nature or the 
purpose of the trading enterprise to supply, no 
questioh would have arisen of applying the dicta 
of the decision to the small trader. The supply of 
goods to his own family is purely incidental to. 
the main activity of VT a trading pros by, 
say, retail sale. 
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Ап Unequivocal Statement 


Unfortunately, the House of Lords did -not 
restrict their decision in this way; the statement of 
principle is as broad as it is unequivocal. It 
appears in consequence that the decision is to 
be applied so as to conflict with the basic account- 
ing principle that the true profit of a business is 
- computed by calculating the value of the goods 
sold and comparing it with the price of these 
goods when purchased. 

` Lord Simonds stated that the only logical way 
to regard the withdrawal of an article from stock- 
in-trade was to treat it as if it had been disposed 
of by way of trade. With due respect, withdrawal 
from trade is just the opposite of selling by way of 
trade. Supply to a friend, relation, or employee 
at cost price is the negation of a profit; con- 
sumption by the owner himself is merely an 
exercise of the opportunity to supply himself at 
cost price. 

. One correspondent to this journal asked a 
pertinent question: If a radio dealer supplies 
himself with a radio set from stock, is he to credit 
his books with the full retail price of the set, 
whether he himself is а manufacturer, whole- 
saler, or retailer? Or may he chose between the 
two or three different valuations for radio sets 
through the chain of supply? 


Which Market? 

Perhaps in this question and its implications lies 
the answer to some of the present demands of 
the Revenue. 'The House of Lords state that the 
proper price to be credited to a trading enterprise 
ón the withdrawal of à trading asset from stock 
is the market price. When there аге several market 
prices the question arises, which market price? 
To this there can be only one answer — that 
market price which best suits the trader's purpose. 
A business which requires an office chair buys 
retail. If it requires forty office chairs it buys 
wholesale, because it has access to the wholesale 
market. No one disputes that the market price 
of the chairs in either case is the price at which 
the business can buy chairs, exercising its choice 
of market. The market price for a trader in 
tinned beans may be either 1s per tin wholesale, 
or 15 4d per tin retail. The market price for his 
customers, who have no access to the wholesale 
market, is 15 4d. 

- The trader, on the other hand, has access to 


the wholesale niarket even for the supply of small. 


quantities for his personal consumption, and 
there seems no reason in logic or in law why he 
should not regard the wholesale market price as 
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. the proper price at which to value his stock-in- 


trade on its ‘withdrawal’ for personal use. 

The same result is obtained if the alternative 
expression used in the House of Lords’ judgment 
in the Wernher case is taken as the guide to the 
proper credit in the trader’s books. The credit 
for the asset withdrawn, said one of the members 
of the House of Lords, must be the ‘current 
realizable value’. It seems clear: that this ex- 
pression was selected particularly to cover the 
case of the transfer of the horse in Lady Zia’s 
case, because the ‘current realizable value’ could 
be contrasted with the historical cost of the asset. 

‘Current realizable value’ can be equally well 
applied to the stock-in-trade of a trader, how- 
ever. It will be found on examination to be not 
the selling price to the public, which is only the 
value realizable subsequently, after further costs 
for storage, rent, service and other overheads: 
have been incurred, but the price which the 
grocer would realize if he disposed of his stock 
currently. If he wishes to dispose of a stock of 
fifty tins of beans his only market is the wholesale 
market – he would find an immediate sale of the 
stock in any other market quite impossible. 


The Principle Applied 


A careful examination of the judgments in the 
Wernher case seems to suggest, therefore, that the 
principle enunciated by the House of Lords is. 
directly applicable only to the somewhat ana- 
logous circumstances of the market gardener, 
or the tradesman who produces goods himself by 
combining labour and raw materials. It is reason- 
able that a trading enterprise which has ex- 
pended labour and material towards the produc- 
tion of goods which are diverted from the market 
to the proprietor for his personal consumption 
should claim the market price from the proprietor, 
because the historical cost bears no relation to the. 
current realizable value. Overheads have been 
incurred in the production for the proprietor's. 
family which will actually diminish trading. 
profits for the year, and the market price is the. 
nearest convenient reflection of that expenditure. 
These considerations do not apply to the accounts 
of the retail trader. 

In fighting dady Zia Wernher's case to the 
House of Lords the Revenue have succeeded in 


. establishing a principle in the highest Court of 


the land. Wheré they seem to have fallen down, 
however, is in applying the principle afterwards, 
to the very large number of small trading accounts 
which they apparently had in mind while they 
were arguing about horses. 
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TRADE UNION ACCOUNTS 
PROFESSIONAL AUDIT AN ESSENTIAL NEED 
by DESMOND HIRSHFIELD, F.C.A. 


T has needed a ‘disturbing case’ involving 

irrecoverable defalcations exceeding £10,000, 

before the attention of the trade union move- 
ment has been drawn to the serious limitations 
inherent in the practice of lay auditing con- 
ducted by elected members of a union who have 
little or no qualification to carry out their 
responsibility effectively. 

-In Part IV of the. recently published Report 
for 1955! of the Chief Registrar of Friendly 
Societies, prominence is given to the substantial 
defalcations shown in the 1954 return of the 
Associated Society of Locomotive Engineers 
and Firemen*. At the date of the return that 
union had 69,0q0 members and assets totalling 
£1,389,000; whilst under its rules, three mem- 
bers — two locomotive engine drivers and а time- 
keeper — had certified the return, as auditors. A 
professional investigation of the Union’s affairs 
was conducted after the cashier had committed 
suicide and a substantial deficiency was dis- 
covered. 

The investigation showed that the defalcations 
had only been permitted. to pass undetected 
through the failure of the lay auditors to perform 
certain essential checks, so that opportunity had 
been afforded the cashier of presenting a false 
picture of the situation and covering up his 
defalcations. Following the professional i investiga- 


tion, the A.S.L.E.F. has improved its. financial 


administration and system, and has altered its 
rules in order to provide for professional auditing 
of its accounts. 

An Anomaly 
The Chief Registrar of Friendly Societies asserts 
that several other large unions still employ 


unqualified members as auditors; but there is - 


also a far greater number of smaller unioris which 
follow this procedure. Although the report 
mentions an anomaly, insufficient prominence is 
given to it. 


‘In this connection,' states the report ‘it may ђе 
remarked that a professional audit is required by 
law for the accounts of most registered friendly 
societies with more than 500.. members or more 
than £5,000 in total funds. 


The remarkable feature is that whilst this pro- 
vision applies to friendly societies registered 


under the Industrial Assurance and Friendly 
Societies Act, 1948, no similar regulation applies 
to unions registered under the Trade Union Acts, 
1871 to 1913. The 'Trade Union Act, 1871, 
merely provides that accounts sball be audited 
by 'some fit and proper person or persons' 
appointed by the trustees (not the members), 
and the First Schedule to the Act requires that 
the rules of trade unions registered under the 
Act must contain provision for. an annual or 
periodical audit of accounts. 

In his book Trade Union Lav?, Mi Noman А. 
Citrine, LL.B., stresses that the meaning of 'fit 
and proper' is not further defined by the Act, 
although it is clear that no роса qualifica- 
tion is required. - 

; Si person,’ writes Mr Citrine, ‘with the neces- 
| cre ies and integrity may conduct the 

"Rudi and one person is sufficient under this 

section.’ 


Engine-drivers, timekeepers and those in every 
kind of job are ‘fit’ (for their ordinary occupa- 
tions) and one expects them to have ‘integrity’, 
but.it is unlikely that the majority of lay member 
auditors possess ‘the necessary competence’ men- 
tioned by Mr Citrine. 

At the end of 1955 membership of registered 
unions of employees was a little over 84 million 
of about 9o per cent of the total membership of 
the trade union movement in Great Britain. 
Members’ subscriptions in that year exceeded 
£194 million and £2} million was received from 
other sources including interest on invested funds. 
Expenditure approached £19} million and total 
funds increased by Over £a million to £76} 
million. 

Of 405 registered. unions, over half had more 
i 1,000 members. It is understood that about 
sixty unions with more than 5,000 members or 
more than {10,000 in total funds, employed un- 
qualified members as auditors, whereas all of 
these and very many smaller unions would have 
professional auditors by law if 57 were registered 
friendly societies. 


1H.M.S.O. Price 32. њи 

5 See The Accountant of November a4th, 1956: Weekly Note 
headed ‘Danger Signal’. , 

5 Stevens & Sons Ltd, тола: (1950) 5 
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Members’ Right of Inspection 


By the Act of 1871, every person having an. 


interest in the funds of a registered trade union 
must be given the right, under the rules, to inspect 
books of account. 'l'his right of inspection does 
not seem to be confined to members, but applies 
also to 'every person having an interest in the 
funds — for example, a relative entitled to benefit. 
Moreover, it is not limited to the interested 
person himself since he may employ an account- 
ant or some other person as his agent to make the 
inspection on his behalf. The right is limited to 
the books and does not extend to committee 
minutes concerning financial matters, or to 
receipts and vouchers that support disburse- 
ments. The right of inspection is not only 
limited, but it: must be conducted by or on 
behalf of the interested person and not for the 
members generally. 


The Professional Audit 
The advantages of a professional audit to the 
members of a union are substantial; individual 
trade unionists can hardly be familiar with the 
financial ramifications of their organizations. The 
professional auditor would conduct an expert 
examination of the books, accounts and vouchers 
on their behalf and report on his inspection to 
them. Trade union officials are the custodians of 
the members' contributions and funds and 
although ‘unions are not trading organizations, 
it is just as important that the professional audit 
should act as a check on the officers and as a 
precaution against fraud on the part of em- 
ployees; it would also provide members with a 
more reliable statement of a union’s affairs, and 
the professional auditor, if called дроп, could 


often make valuable recommendations for im-- 


proved financial administration and control. 
Where unqualified lay member auditors are 
employed, it is apparent from the accounts 
certified by them that the distinction between a 
balance sheet and. an income and expenditure 
account is often unknown. Indeed, many lay 
member auditors do not appreciate the difference 
between receipts and income on the one hand, or 
payments and expenditure on the other. Only if 
these distinctions are understood can income and 
expenditure in one period be compared satis- 
factorily with another period. The form of many 
accounts produced by trade unions lags far 
behind current practice and design. Although 
frequently they provide considerable detail, the 
accounts show little uniformity and insufficient 
grouping – they are often unnecessarily cumber- 
some. Some trade union accóunts, recording very 
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large sums, continue to include halfpennies 
where modern tendency is to signify pounds 
only. The professional auditor can certainly 


„assist the trade union movement to improve its 


design of accounts. 


Other Advantages of Professional Advice 
There are other matters wherein the knowledge 
and experience of the professional accountant has 
important advantages, including the field of 
taxation. For example, few lay member auditors 
are in a position to judge whether a registered 
trade union has overpaid Schedule A tax or 
obtained full relief in respect of accommodation 
in trade union offices let to other tenants. More- 
over, most of them do not realize that relief is 
available against Schedule A tax in respect of 
the greater part of a union’s proportion of the 
National Insurance contributions of its employees. 
These two forms of relief must be worth, in the 
aggregate, several thousands of pounds every 
year to the trade unions, and certainly there are 
many who have already lost some tax (which was 
recoverable) through the operation of the six- 
year rule for back claims. Until unions give 
adequate attention to this subject, relief to which 
they are lawfully entitled will continue to be lost. 

Some of the bigger unions have installed mech- 
anized accounting equipment, but there are still 
many unions, relying on manual book-keeping, 
that could attain greater management efficiency. 
through mechanization. In numerous trade union 
offices, the financial records involve thousands of 
handwritten entries weekly and much unneces- 
sary duplication. Professional advice would 
simplify office administrative. procedures and 
improve finance control methods. 


The Future 

There is real force in the case for a professional 
audit of trade union accounts; re-thinking on the 
subject by trade unionists is overdue. Perhaps the 
publicity recently given to the report of the Chief 
Registrar of Friendly Societies and the ‘disturb- 
ing case’ of the A.S.L.E.F., will have aroused 
sufficient interest to bring about a desirable 
change in the unsatisfactory habit of appointing 
lay member auditors with lack of qualification to 
carry out effegtively the work they undertake. 

In conclusion, it is stressed that the objection 
that ‘outsiders’ should not be permitted access to 
the financial books and records of trade unions is 
insupportable under modern conditions. Profes- 
sional auditors and their staffs are bound to 
secrecy and their integrity in this very important 
connection is*unquestioned. 
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ETHICS AND ACCOUNTANCY - 1I 


SOME ETHICAL PROBLEMS 
by K. L. MILNE, F.C.A.(Aust.), and J. L. RAWNSLEY, A.C.A (Aust.) 


the written ethics and rules of a number of 

accountancy bodies of high standing. From the 
survey it became apparent to us that the more 
recently the accountancy body was formed the 
greater was the emphasis placed upon ethics, 
etiquette and discipline. We believe that the time 
of tremendous technical advance in the pro- 
fession is drawing to a close and that the period 
of philosophical development has begun. While 
accountancy techniques are well advanced, ac- 
countancy philosophy is in its infancy and we 
feel that, as a deeper understanding of the 
accountant's function is recognized so will the 
ethics of yesterdgy need revision. In reading this 
article it should be borne in mind that The 
Institute of Chartered Accountants in Australia 
has a written code of ethics and it examines in a 
subject known as "The Royal Charter and By- 
laws and the Ethics of the Profession': a pass 
being a prerequisite to membership. 

The limitation of written ethics is admirably 
expressed in the official regulations of the 
French L'Ordre National des Experts Comp- 
tables et des Comptables Agréés. 


*. . . Considering that written rules can never cover 
all possible circumstances . . . beyond their 
directions or prohibitions and even the fact that 
something is not mentioned in them at all, the 
supreme law rests in the consciousness of moral 
and professional responsibility placed above all 
suspicion, and in an unfailing devotion to the good 
of the community . . .’. 


ЈЕ our previous article, we briefly surveyed 


The study group selected a number of questions 
to illustrate the variety of decisions which face 
public accountants in everyday practice, many 
of whom, it must be admitted, fail to recognize 
them as problems. Of the seven questions selected, 
four relate to matters not mentioned in the ethics 
of The Institute of Chartered Accountants in 
Australia, while three arise because the directions 
in the ethics are inconclusive. О 

The important problems not mentioned in our 
code of ethics are: 


(x) Should our code of ethics draw attention to 
the confidential relationship between an 
accountant and his clients? 


(2) What is the duty of an accountant when 


acting as tax agent: firstly to his client; 
secondly to the taxation (Inland Revenue) 
authorities? 
(3) What limitations should be placed on an 
auditor, to ensure his independence? 
(4) Is there a need for a code of specialist 
etiquette? 
The questions dealt with inconclusively in the 
written ethics are: 
(5) Should accountants be permitted to engage 
in business while in public practice? 


(6) What businesses are consistent with the 
practice of accountancy? 


(7) What is a touting letter? 


(1) Should our code of ethics draw attention to 
the confidential relationship between an ac- 
countant and his clients ? 

'The codes of all non-British organizations in- 
cluded in the survey insist on professional 
secrecy, by referring to it in their written rules. 
It may be that the Britisher, with his inherent 
belief in the efficacy of *unwritten laws', does not 
require such a fundamental belief written into 
his rules of conduct. However, in Australia we 
find that many accountancy firms, practising in a 
rapidly-expanding economy, have little time to 
attend to the ethical training of young men 

entering the profession. 

We may well ask ‘Is a code that satisfied an 
earlier generation adequate for today?’ 

If we believe that 

‘a member shall not violate the confidential relation- 

ship between himself and his client’ (American 

Institute of Accountants, Rule 16) 
to what extent is information confidential? 

In his publication on The Ethics of the Account- 
ancy Profession the late Sir Edwin Nixon 
suggested that although a public accountant is 
precluded from disclosing information relating 
to the affairs of a specific client, he is entitled to 
apply elsewhere the experience and general 
knowledge that he has obtained whilst employed 
by that Client. He cites the case of an auditor of a 
large department store who in the course of his 
work naturally acquires much valuable infor- 
mation, such as the rate of turnover and gross 
profit of each department; and, if on comparing 
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these with the results of other similar businesses 
with which he is associated, he finds notable 
differences, he is justified in drawing the attention 
of either client to any unsatisfactory feature, as 
long as he does not disclose any specific figures or 
indicate the source of his information. Such is the 
kind of information, he suggests, that enables an 
accountant to be of greater service to all his 
clients. 

Should the accountant violate the confidence 
of his client, however, what should be the action 
taken to discipline him for his misdemeanour? 
Admittedly, clause 20 of the Australian Insti- 
tute’s Royal Charter does provide for the 
imposition of penalties, but do we enforce them 
as strictly as we should? 

It appears to us that the work of public 
accountants today is of an even more confidential 
nature than it was fifty or even twenty-five years 
ago, while their education and ethical training 
has altered very little. Consequently, we believe 
it should not be taken for granted that every 
practitioner instinctively recognizes his duty of 
secrecy. 


(2) What is the duty of an accountant when 

acting as tax agent: firstly, to his client; 

secondly, to the taxation (Inland Revenue) 
authorities ? 


This question is very important to all public 
accountants, but has perhaps been accentuated in 
Australia where the taxation department registers 
those who may charge a fee for preparing taxation 
returns, and those on the register are known as 
Registered Tax Agents. 

It is unanimously agreed by the study group 
that the accountant's responsibility lies pre- 
dominantly with his client and that although he 
acts under the title of ‘Registered Tax Agent’, he 
is not an ‘agent’ of the taxation department, but 
is an agent for his client. 

What is an accountant's position if a clerical 
error is made in preparing a return of income by 
the accountant or his staff, or if departmental 
officers make a mistake in the assessment? 

At the congress three points of view were 
expressed. Mr M. C. Lemon, on behalf of the 
study group, presented the following opinions: 

*We suggest that any correction made necessary 
by an error occurring in the office of the agent 
should be corrected without any reference to his 
client, as it is assumed that the correct infor- 
mation has been supplied by the client and it is 

.the agent' obligation to pass on the correct 
information to the taxation, department. 

‘In the case of an error in the assessment, 
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whether an over-assessment or an under-assess- 
ment- we recommend that, before making any 
approach to the taxation department, the account- 
ant should first contact his client for approval to 
have the error corrected. When an under-assess- 
ment has been made due to a clerical error on the 
part of the department, the client should be 
informed of the circumstances. The onus of 
making the adjustment is on the client, and if he 
should decline to do so the accountant should 
make every effort to induce him to change his 
mind and to make payment of the taxes which are 
justly due. Should the accountant be unable to 
persuade his client to make an adjustment of an 
under-assessment we suggest it is not his pre- 
rogative to make the facts known to the taxation 
department, but he should ensure that he has his 
client's refusal in writing. Following this it may 
well be desirable that the accountant should 
immediately cease to have any further business 
relations or connections with the client although it 
should be borne in mind that even the unscru- 
pulous are entitled to seek professional advice.’ 


Where there has been an bover-assessment, 
persuading the client to have it adjusted is 
unlikely to prove difficult. 

А contrary view of the accountant's action when 
discovering a clerical error in an assessment was 
presented by one who maintained that a 'tax 
agent' is employed by a taxpayer to prepare a 
return of income and ensure that the correct 
amount of income tax is assessed. Consequently, 
he said, the accountant is quite justified in asking 
the department to issue a corrected assessment, 
without consulting his client. 

The third opinion, which we hold, is that the 
accountant should inform his client that an in- 
correct assessment for a certain sum has been 
received and that the accountant proposes 
to ask for an amended assessment for the correct 
amount of tax. While allowing the client a reason- 
able opportunity to object to the proposed action, 
in no circumstances should a client be allowed to 
assume that the accountant would condone the 
acceptance of an under-assessment. 


(3) What limitation should be placed on an 
auditor to ensure his independence ? 


Under the South Australian Companies Act, the 
limitation placed on an auditor is that provided in 
Section 154 which prohibits a director or officer 
or employee of the company, a person who is a 
partner of or in the employment of a director 
or an officer or employee of the company, a body 
corporate or a person who is or becomes indebted 
to the company in an amount exceeding £50, 
from acting *as auditor. The Companies Acts 
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of the other States and of the United Kingdom 
contain similar sections. We believe that the 
limitations placed upon an auditor by the Com- 
panies Acts are justified. 

A number of overseas professional bodies 
consider financial independence to be of vital 
importance, and in 1947 the American Institute 
of Accountants adopted a statement on inde- 
pendence naming it as the foundation of the 
public accounting profession. The United States 
Security and Exchange Commission has laid down 
that an interest of 1 per cent of the shareholding 
or of the accountant's personal fortune con- 
stitutes an interest sufficient to effect impartiality. 

The American and European professional 
organizations, whose codes we have reviewed, 
consider this question of such significance that 
by stipulating various rules, they have attempted 
to ensure that their members shall recognize 
the concept of independence and take positive 
steps to retain it. Members of the profession may 
feel that an interest in a client's financial affairs 
would seldom influence a colleague's attitude to 
impartiality. However, what others infer when 
they know such a financial interest to exist is 
the important thing. 

It is interesting to note that in earlier English 
Companies Acts the auditor was required to 
possess a share qualification. Such a condition 
no longer exists. 

The question will inevitably arise as to the 
concept of independence in relation to other 
areas of an accountant's work. Should he, for 
instance, carry over into other aspects of his work 
the independence which may be considered so 
essential in his capacity as an auditor of financial 
statements? If he should, the accountant may 
have to refuse to enter those fields, and his 
usefulness as a professional accountant would be 
impaired. If, however, independence is a frame 
of mind, can the accountant put it on and off as 
he would a cloak? 


(4) Is there a need for a code of specialist 
etiquette ? 
It is apparent that the specialist is destined to 
play a more important part in accountancy 
practice. With the increasing complexity of the 
problems confronting general practitioners today, 
it is important that there be specialists in various 
fields from whom advice may be obtained. Is a 
practitioner admitting a weakness when he 
consults, or advises his client to consult, a 
specialist? In the medical profession a responsible 
general practitioner has no hesitation in consulting 
a specialist when he feels that such consultation 
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will be of benefit to his patient. Surely this is the 
attitude of a true professional man, to whom the 
primary aim is to see that his client has the best 
service available. This emergence of the specialist 
accountant does not sound the death knell of the 
general practitioner — far from it. Using again 
the analogy of the medical profession, the one 
will find that the other is indispensable. 

Rules of specialist consultation have existed 
in the medical profession for a long time and we 
submit that it is time for the accountancy pro- 
fession to set out rules governing specialist con- 
sultation and the etiquette to be observed in 
various circumstances where specialists are 
involved. ; 


(5) Should accountants be permitted to engage 

in business while in public practice ? 
In the ethics of the Australian Institute, certain 
businesses are stated to be inconsistent with the 
profession of a public accountant, including hotel 
brokers, mercantile agents, mercantile brokers, 
land, estate and commission agents, auctioneers, 
realty agents and stock and sharebrokers and their 
agents. But no mention is made of engaging in a 
commercial undertaking and carrying on a prac- 
tice at the same time. 

A point which has been considered is the 
possibility of a practising accountant circumvent- 
ing the Institute's objections to certain businesses 
being conducted in conjunction with public 
practice, by forming a 'one man' company to 
carry on such businesses. To prevent such an 
eventuality we suggest that the relevant funda- 
mental rule of the Charter be altered. It would 
then read: 

*No such member shall, directly or indirectly, 
follow any business or occupation other than that 
of a public accountant or some business which in 


the opinion of the Council is not inconsistent 
therewith.’ 


(6) What businesses are consistent with the 
practice of accountancy ? 
The Australian Institute’s code of ethics lists 
certain businesses as being consistent with the 
practice of accountancy, and the study group 
suggests that some of these should no longer be 
included. We refer to insurance brokers and/or 
agents, licensed land brokers and licensed land 
agents. The common distinguishing characteristic 
of all tltese businesses and one which alone, in our 
opinion, renders them inconsistent, is that a 
substantial part of their income is earned on a 
commission basis. Any payment received in the 
course of the practite of accountancy should be 
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by way of professional fee,-calculated on the 
general basis of time spent, skill employed and 
the kind of work performed. -This method of 
remuneration is one of the distinguishing charac- 
teristics of a profession and we suggest that 
payment other than by fee has the effect of 
weakening the prestige of the profession. It is 
encouraging to note that, in spite of it being laid 
down that liquidators shall receive 5 per cent on 
cash collected, many reputable liquidators today 
are refusing to accept fees on that basis, because a 
percentage on cash collected is rarely a true 
measurement of work performed. 

Some accountants accept commission from 
insurance companies and life assurance com- 
panies, and justify their action by saying that their 
clients are well aware of the arrangement. 

In his relationship with individual clients 
the professional man should not use his privileged 
position to extract from his client, or any other 
person, anything more than his recognized 
remuneration, We feel that any receipt of com- 
mission from other professional colleagues or 
from business enterprises, whether the client 
knows of it or not, is against professional etiquette 
and should be discouraged or forbidden. 

During the study group's meetings some 
spirited discussion took place on the.extent to 
which directorships affect the prestige of the 
profession and whether such appointments 
amounted to carrying on busines. It was. con- 
tended that possibly the appointment of public 
accountants as directors for reasons other than 
their professional capabilities is not in the best 
interests of the profession. However, the practice 
of accountants acting as directors of public 
companies appears to contribute to good public 
relations, rather than detracting therefrom. 
There was also some discussion as to whether 
directors’ fees bore relationship. to the value of 
the work performed, and it was felt that they were 
not professional fees in the true sense. 


(7) What is a touting letter ? 


Any letter to members of the public setting out 
the accountant’s qualifications and the work he 
is prepared to undertake is definitely a touting 
letter, and as such is forbidden under the ethics. 
It seems to us, however, that а: circular to the 
existing clients of an accountant setting out, say, 
the effect of changes in income tax legislation, 
should not be regarded as a touting letter. On 
the other hand, if that same circular was sent to 
people outside the existing clientele then it 
would be regarded as a toutitig letter. 
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Members of the Australian Institute ате 
permitted to place a notice in the Press to the 
effect that they are commencing business, and 
an interesting suggestion was put forward that, 
in order to assist new members in the establish- 
ment of their practice, Associates might be per- 
mitted to advertise (with, of course, some reser- 
vations as to the kind of advertisement), but that 
the prohibition continue in the case of Fellows 
of the Institute. This would, in effect, give 
Associates a three-years’ advantage. However, 
the members of the study group agree that to 
relax the general prohibition on advertising would 
be disastrous. : ~ 

Another question, under the general heading 
of solicitation, concerns the new practitioner who 
is approached by a client of his former employer 
with the request that he act for him, without the 
new practitioner having made any representation, 
directly or indirectly, to the client. Should he 
refuse to accept him as a client, thus perhaps, 
restraining the right to freedom, of choice of an 
adviser? On the other hand, if he does accept 
the business, has he acted in an unprofessional 
manner with regard to his former employer? 
During the discussion on this problem it came to 
our knowledge that some firms of. accountants 
have written service agreements with their clerks 
stating, (а) that the clerks may not accept a 
position on the staff of any client, and (b) that 
they agree not to act for any client upon leaving 
the firm. While some restraint upon clerks may 
be justified in some circumstances, it appears to 
us that members of a firm who insist upon every 
clerk signing such a service agreement lack ‘con- 
fidence, either in their clients, in their clerks, or in 
themselves. 


The Growth of Ethics into Philosophy 
All these. problems, and their correct solution, 
are of real importance, because the practice of 
accountancy at high level is a very difficult and 
complex matter, depending on behaviour as well 
as technical knowledge. This has been recognized 
in Australia where, as we pointed out earlier, the 
Chartered Institute examines in "The Royal 
Charter and By-laws and Ethics of the Pro- 
fession'. We believe that this subject should be 
expanded to include the history of accountancy, 
the pies of public practice and the 
problems of professional behaviour in relation 
to clients, third parties, and the public. If that 
were done we believe that the profession. would 
benefit if other countries followed Australia's 
lead. We shall attempt to demonstrate what we 
mean in our final article in this series. cz 
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TWO ECONOMIC DELUSIONS 


by A. W. TUKE 
Chairman, Barclays Bank Ltd 


or two of what I think are common economic 

delusions under which we are made to suffer by 
people who talk or write on the subject – particularly 
write. 

I shall begin with a quotation, but first of all I may 
just say that the first point which I mean to attack 
is the common delusion that the 
increasing of dividends is in- 
flationary. Superficially that may 
appear to be the case but, if you 
look at the matter a little more 
closely, I think you will find that 
it is not so inflationary as it may 
seem, 

I quote first of all from a 
Labour Member of Parliament, 
who said: 

“Whatever has been the cause 
of inflation, it has not been the 
rise in wages and salaries. If 
anything, it is the increase in 
dividends, which has been a 
very big one.’ 

Then the Chancellor of the 
Exchequer in his broadcast on 
the evening of Budget day said: 

“We want people to see for 
themselves how important it is 
not to drive up prices by over- 
doing the dividends and wage 
claims.’ 

I want now to give you an 
imaginary example which I think 
I could only ask an audience of 
chartered accountants to listen to because it has a lot 
of figures in it. I would say at once that I do not 
vouch for the precise accuracy of the figures which 
I am going to give you, but I think that they 
show you the sort of thing which is involved. 
You will understand me when I say, they have not 
been audited. 

I want you to imagine a company which has this 
year made a gross profit of £100,000 more than it 
made last year. What alternatives has that company? 
It can either retain the money in the business for its 
future development or it can pay it out to the stock- 
holders, less tax in either case. 

Now, in regard to the question of inflation generally 
I would ask you to accept the assumption that money 
left in the hands of private individuals and companies 
increases the general purchasing power, while money 
taken by the Government in taxation reduces the 


І WANT to examine and perhaps dispose of one 
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general purchasing power because it either increases 
the Budget surplus and pays off Government debt 
– in theory, of course, (laughter) – or it reduces the 
deficit which has to be covered by borrowing, say, 
on "Treasury bills. 

Let us see what happens in either of the two cases 
which I have mentioned. If the company retains the 
money in the business, profits 
tax amounts to £3,000 and 
income tax to £42,500, so that 
£45,500 goes to the Govern- 
ment, and £54,500 is left for 
spending by the company and 
for adding to the general volume 
of purchasing power. 

What happens in the other 
event? This becomes, of course, a 
litle more complicated because 
the ultimate result depends upon 
the taxation position of all the 
individual shareholders who re- 
ceive the money. I am going to 
take what I may call the normal 
case and then the two extremes. 

The normal case is that all the 
recipients of this money are due 
for income tax at the standard 
rate and none of them for surtax, 
In that case there is now £20,500 
for profits tax instead of £3,000, 
and the total taxation I reckon 
to be £63,000-leaving for 
spending £37,000, so that this 
£63,000 goes to reduce the 
Government's debt or to prevent it from increasing — 
instead of £45,500, and there is £37,000 left for 
spending by the community instead of £54,500. 

Let us now take the two extremes; first of all, the 
horrible alternative that the money is all paid to 
people who pay surtax at the top rate. In that case 
the money left for spending out of the £100,000 is 
under £5,000, and the whole of the rest goes back to 
the Government and that, on my definition, is not 
inflationary. The other extreme case would occur if 
none of the stockholders pays any income tax at all, 
so that the whole of the income tax on dividends 
distributed is recovered. 

That is not so utterly absurd a case as it might 
appear because a great deal of our industrial capital 
is held by pension funds and things of that sort, 
but it is unlikely that it would ever be wholly true. 
If it were true, as an extreme case, the amount: 
spendable is in fact increased from £54,000 to £64,000. ' 
Well, there you are. I have given you the two ex-' 
tremes with 64,009 paid out in one case and 
£5,000 in the other,, compared with {£54,000 of 
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new purchasing power if the money is retained in the 
business. It seems to me that this is pretty good 
evidence that it is nonsense to say, as a general 
proposition, that an increase of dividends is in- 
flationary. 

Somebody may object that the company might 
save the money that it retains: they might not spend 
it on the business but leave it in the bank. That 
raises another question which as a banker I shall 
not pursue (laughter). Let us suppose that it lends 
the money to the Government. My answer is that it is 
not the business of any company to withhold profits 
from its stockholders unless they are in fact wanted 
for the development of the company, either im- 
mediately or in the foreseeable future. I- therefore 
do not think they would be right to keep back this 
money and lend it to the Government; that is not 
their business. 

The other objection which I should like to put up – 
with a view to knocking it down – 18 that if the 
Government collects more money in taxation from 
this company it might make them spend more. I 
suggest that it is not possible to make a Government 
spend more because they always will (laughter). 
I do not admit that the getting of more in profits tax, 
surtax and so on, is really going to make a Govern- 
ment spend more money because they really go 
about it the opposite way round. They first of all 
collect from the departments, estimates of what they 
want to spend or must spend; then there is possibly 
a little pruning by the Treasury and then they look 
round to see how they can find the money. I think 
that the idea that this extra money would burn a 
hole in the pocket of the Government is absolute 
nonsense. 

Well there is my case. I hope that to most of you, 
possibly to all of you, the case is a good one. I do not 
for a moment suggest it is wrong for companies to 
plough back profits for development; that is one way 
in which most of our best companies have grown 
to the positions which they now occupy. Indeed I 
am in favour of it, but do not imagine that when 
they do it they avoid inflation. That is the first 
delusion that I wanted to mention. 

'The other one is an aspect of the well-known and 
well-argued thesis that “Banks create credit’, and 
therefore presumably can uncreate it. Here I want 
to give you a quotation from The Banker of a few 
months ago. 

‘In England, with an 8 per cent cash ratio, if cash 
is reduced by Дто million, the banks must reduce 
their deposits by £125 million.' 

I agree, of course, that with an 8 per cent cash ratio, 
£125 million deposits require £10 million of cash if 
the balance is to be kept right, but what I quarrel 
with is the idea that bankers must reduce their 
deposits when their cash is short. I recognize that 
this is a good economic theory and I am not going 
to get involved in an argument with any economist, 
but practice differs from theory by a lot. 

For one thing, banks are not a unit in themselves; 
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they are a number of separate businesses and you 
could only approach this on the basis of what an 
individual bank does. First of all, we should hate 
to reduce deposits; it would destroy our business. 
Deposits are our life-blood; we live entirely, or 
almost entirely, on our deposits. То go to the owners 
of £125 million of our deposits and say: ‘We are 
sorry but our cash has run short and you must take 
your money away' does not seem to make very good 
sense. If they did take that money away, we should 
not have done ourselves much good because it would 
increase the shortage to £135 million (laughter). 

What in fact does happen? I come now to the 
experience that we could have in my own bank. 
It could happen that we are £5 million or so short 
in clearing one morning. I do not mean that we have 
lost it; it has gone elsewhere. We have got to put 
that right. What do we do? We do not say to our- 
selves: *Dear me, we must get rid of some of these 
deposits.’ We look at our other assets and see how 
we can replenish our cash position. If our cash gets 
away from the standard 8 per cent, we immediately 
operate on one of our other assets and put it right. 
The first thing we do is to get і» out of the bills 
which are becoming due that day or out of the money 
we have lent on the money market. That all goes into 
that 30 per cent liquidity ratio, which is not official 
but is something that journalists have written about 
for a long time. We treated it and them with lofty 
indifference (laughter), and the result is that we 
have got 30 per cent pinned on our backs, so that 
it is now an accepted standard, if we take too much 
out of the bills we shall run through our 30 per cent, 
and we shall then have to get it out of investments 
or advances and that is the way the ‘credit squeeze’ 
works. 

In order to underline the falsity of the statement 
made, let us turn it round the other way and imagine 
that cash is not reduced but increased by that amount. 
'The banks must therefore increase their deposits. 
How? Where do they get them? If they did, they 
would have a surplus of cash. You can see what 
absolute nonsense this excellent economic theory 
makes when it is translated into practice. 

There remains a mystery here which I should 
like to leave with you because I do not know the 
answer. Perhaps you will be able to tell me (laughter). 
When, owing to whatever cause, there is an increase 
in credit and the banks' deposits do in fact go up, 
those deposits belong to some customer or customers. 
In what way did those customers receive that money 
which they have put into the banks? Is it profit or 
what is it? If it is profit, do they pay tax on it? I 
do not really know what that money is or in what 
form it is received by the customer. And if deposits 
are reduced, is there a counter entry somewhere of 
loss in some customer's accounts? I just do not know. 
Do you? 

Well, there you are, Mr Chairman, with two 
delusions and one mystery, but may I say, do not 
take what I have said too seriously. 
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WEEKLY NOTES 


The Cheques Bill 


We reproduce on another page an extract from 
Hansard concerning the аи ction of a private 
member's Bill to alter. the law relating to cheques. 
The Bill largely follows the draft appearing as an 
appendix to the report-of the Committee on Cheque 
Endorsement. The sponsor of the Bil, Mr R. 
Graham Page, said that the unproductive effort 
entailed in unnecessary endorsements ran to tens of 
millions of man-hours which would be saved if the 
Bill became law. The Bill will also provide for em- 
ployers to be allowed to pay manual workers by 
cheque if they so wish. Тће Second Reading of the 
Bill will take place on February rst, 1957. 


Revenue Departments’ Accounts 


On Tuesday, the Stationery Office published the - 


1955 sy accounts of the three Revenue departments: 
Inland Revenue, Customs and Excise, and the Post 
Office. With the accounts appears the report of the 
Comptroller and "Auditor-General, Sir Frank Tribe. 
There are some interesting figures in the report about 
Inland Revenue back duty investigations. In 1955-56 
there were 16,116 cases involving a total charge of 
22,661,950, including 8490, 973 for penalties. 
or settlements effi yl Inspectors and 
confined to such matters as ies tax on interest, 
personal allowances, and the like, numbered 3 5,183 
and brought in £1,018,282. 

Of somewhat unusual interest, is the reference in 
the report to the apparent deficiency of some 590,000 
mail-bags used in the inland post services during the 
five years to 1954-55. The Comptroller was informed 
that this was mainly because of duplication in stock- 
taking returns discovered in 1951, since when the 
control of mail-bags has been given special attention. 
The Post Office estimated the deficiency over the 
period 1951-55 to be no more than 82,770. On over- 
seas services there was a deficiency of 418,000 mail- 
bags costing about £200,000, А 

We hope to deal with the report more fully in next 
week's issue. 


'The High Cost of Suez 


The speculative movement of funds touched off by 
the Suez crisis caused a loss of 297 million dollars in 
our gold and dollar reserves during November. By the 
end of that month the total reserves had fallen to 1,965 
million dollars. Defence aid estimated at four million 
dollars was received.from the United States during 
the month; twenty-eight million dollars were paid in 
gold or dollars to the European Payments Union in 
respect of October; and three million dollars were paid 
to creditors of the Union in bilateral settlements. 
The downward movement may well be reversed 
a8 the international situation improves. Nevertheless, 
it is sufficiently grave to call forth somewhat drastic 
action by the Government. Ап appfoach. is being 


made to the International Monetary Fund, from 
which 236 million dollars could: be obtained at once. 


‘Dollar loans may be raised on Government holdings 


of dollar stocks and securities, and the United States 
and Canada are being asked to waive the interest 
portion of the payments becoming due to them at the 
end of this month. : 

At home the petrol tax has been increased by 1s 
per gallon, and another sd has been added by the 
trade. This will doubtless have the double effect of 
mopping up воше of the increased purchasing power 
released by the shortage of petroleum products and 
reducing the demand for those products at the same 
time, There are indications that if income tax could 
have been conveniently increased at this time of the 
year ап increase would have been made. : 

The portent for the next Budget is for all to see, 
but perhaps the situation may be restored before then. 


Capital Assistance for Agriculture 

The long-term proposals for agriculture in the 
White Paper (Cmnd. 23), published last week, have 
been generally criticized on the grounds that they 
concede most of the farmers’ case without paying 
sufficient attention to the calls to be made on the 
taxpayer. Criticisms have been directed mainly to the 
proposals that the total value of guarantees and pro- 
duction grants. taken together will be maintained 
each year at not less than 97} per cent of the total 
value in the preceding year and the guaranteed price 
of each reviewed commodity will be maintained each 
year at not less than 96 per cent of that for the 
previous year. It is argued that in the event of a big 
fall in world prices there would necessarily be a large 
rise in subsidies. If, however, the principle of sub- 
aidies is accepted it is difficult to see how this could 
be avoided in any case since a heavy reduction in 
guaranteed prices over a short period would be con- 
trary to the spirit of the 1947 Agriculture Act. More- 
over, it must not be overlooked that agricultural 

lanning is necessarily undertaken on a long-term 
ban. Full efficiency nowadays requires a high degree 
of mechanization and the capital expenditure in- 
volved can only be justified if there is a reasonable 
prospect of profitable use of the machinery over 
several years. 

Whatever may be the view taken regarding the 
long-term guarantees, the proposal for a new scheme 
of grants at the rate of 334 per cent of cost for assist- 
ing the provision of permanent fixed equipment on 
farms and the making of long-term improvements to 
land, should benefit not only the farmer but also in 
the long run the taxpayer. It is hoped that this will 
lead to a programme of modernization on farms in all 
parts of the United Kingdom and that it may push 
up the rate of investment in fixed equipment by 
about 30 per cent, at cost to the Exchequer of about 
£50 million over a ten-year period. . | 
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Hitherto grants have been available only.to certain 
marginal farmers and for specific purposes such as 
drainage and water supplies, At the other end of the 
scale the wealthier farmers have, . of -course, · been 
encouraged to improve buildings and equipment Ьу 
tax allowances, but these are of value only if a sub- 
stantial profit is being earned, It is hoped that the 
new proposals will enable the small and medium 
farmers, who still constitute by far the largest propor- 
tion of the industry, to re-equip and improve their 
efficiency. If the scheme is successful it may well 
permit important reductions in total subsidy pay- 
ments at the end of the Prope guarantee period 
of five years. 


E , Electricity Supply Reorganization X 
The’ Bill published last week for the reorganization 
of the electricity supply industry gives effect to 
some, but by no means all, the recommendations of 
the committee set up in 1954 under the chairmanship 
' of Sir Edwin .Herbert. So far as.it goes, the ВШ 
should help to improve the efficiency of the industry 
by.separating the functions of supervising policy 
and generating electricity in bulk, the combination 
of which, according to the Herbert Committee, had 
led to an excessive concentration at the centre and 
placed an undue burden of day-to-day work on the 
Authority's senior executives. .. . 

The main provision of the Bill is the estiment 
of.a new Central Electricity Generating. Board which 
will take over from the. Central Electricity Board 
their function relating to electricity. generation; and 
of an. Electricity Council which. will be responsible 
for promoting the efficient operation of the. Generat- 
ing and Area Boards and deal with such common 
matters 48 major research projects and the raising of 
finance. . . 

i The. main object of the establishment of the 
Generating Board is to facilitate nuclear develop- 
ment. There have been criticisms that British power 
stations take about twice as long to build as do those 
in the United States, even under roughly similar 
conditions. This is likely to become. progressively 
more serious.as the atomic energy programme gets 
into.its stride. Under the proposals in the Bill, thé 
Generating. Board. is expected ло delegate to the 
Area Boards..as :many of its, other functions as 

ible and thus be.free to devote its attention 
largely to the construction of atomic power stations: 

“If the Bill becomes law the structure of the elec- 
tricity. industry will approach more closely to that of 
the gas. industry; The Bill does not, however, follow 
the. recommendations .of the Herbert Committee 
` regarding an increase of. the salaries; of the top 
executive officers, and has-been -criticized on the 
grounds that without such an increase ite will.be 
impossible to attract the best men to the industry. 
In order to encourage financial responsibility and a 
critical attitude to costs, the Bill.proposes that the 
Generating Board and each Area Board should. be 
required by law to balance their accounts individually 
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in place of, the. provisions of the Electricity Act, 
1947, for an overall balancing of revenue against 
expenditure taking one year with another. 


Suggestion Schemes in Industry 5. 
"There has hitherto been little comprehensive in- 
formation regarding the success of Suggestion 
schemes in industry, though widely varying experi- 
ences -have been reported by individual companies 
operating such schemes. However, a survey has now 
been prepared by Mr William Durham, head of the 
Information Department of the. Industrial Welfare 
Society, on the basis of information provided by. 238 
companies and public utilities with nearly two million 
employees. 

Аз a criterion of success, Mr Durham suggests. 
that a company should expect an average of one 
suggestion per employee a year. He found that only 
two of the 238 organizations achieved this. In some 
three-quarters of the cases covered, the number of 
suggestions was less than ten and in a dozen cases 
less than 1 per оо employees, and the average was 5:6 
per roo employees, In the best example, 121 sugges; 
tions were put forward for each roo employees and 84 
of these were accepted. 
` In general, the percentage of suggestions accepted 
varies from under 16 to more than 8o with an average 
of 32. The total amount paid in awards was £101,545, 
the highest award being {1,100 and the average £2 185. 

‘It would appear from these figures that- the 
principal difficulty is to get employeés to put forward 
süggestions. The figüre of 32 per cent for the average 
of suggestions accepted is relatively high and shows 
that provided the interest of the employees can be 


` gained, the adoption of the scheme may well prove 


successful. It is, however, obviously necessary that 
schemes. should be well publicized and enthusiasti- 
cally supported from the management side, E 


Record Office Equipment Exports . 
The office equipment industry has shown.a steady 
expansion over the last few years, and exports of 
office machinery in October 1956 were. the highest 
ever recorded. Exports of office machinery alone 
amounted to {1-6 million and exports of auxiliary. 
equipment, such.as steel office furniture, safes and 
office stationery brought the total to £24 million. 
A further substantial increase in both production 
and exports of office machinery may be expected 
next year when electronic computers are likely to 
make an important contribution.to the total. The ten 
companies at present manufacturing computers have _ 
orders on hand for more than 200 machines valued 
at more‘than {14 million, and their production plans 
for 1958 cover an.output of between 300 and 400 
machines valued at over {£30 million. The total 
value of deliveries of accounting and similar machin- 
ery.in 1955 was about £20 million and it therefore 
appears probable that the value of computer produc- 
tion will exceed that of conventional machinery 
within a very short period:. 
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REVIEWS.) Un 


Income Taxes Outside the Commonwealth 


compiled by direction of the Board 
| of Inland Revenue. · 


(E M. Stationery Office, London. ХІ 1 5 net, . 
including binder) 


This is a companion work to Income Taxes in 1 the 
Commonwealth, also published under the authority of 
the Inland Revenue. It differs from the other work in 
that the main volume, and not merely a supplement, is 
accommodated in а loose-leaf binder of the stoutest 
proportions, obviously built to last. 

For the beginning, only two states are dealt with: 
the United States and the Republic of Ireland, and 
there is a separate index for each of them. Аз regards 


Ireland the new publication is particularly welcome : 


as, owing to the amallness of the potential market, 
there is a dearth of income tax text-books, while the 
ties between that country and the United Kingdom 
result in a good deal of Irish income being received 
by British and Northern Ireland residents. 

The income tax systems of other countries will be 
added from time to time, while thie existing matter will 


be periodically brought up to-date. Standing orders ` 


for supplements may be placed with H.M. Stationery 
Office. 


This is a very laudable enterprise on the part ofthe . 


Inland Revenue and deserves every support. 


The Law of Stamp Duties 
| Second Edition 
by J..G. Monroe, B.A., Barrister-at-Law 
. (Sweet & Maxwell Ltd, London. 275 64 net) 
This second edition of Monroe exceeds the original 
by some. thirty-four pages and there is a slight 
incréase in price; however, the improvements 
achieved are well worth it. Many of the shortcomings 
of the first edition have been corrected; the lease and 
marketable security duties are presented in a much 
more straightforward way; twelve pages of extracts 


from the Stamp Acts have been added; and the table : 


of duties has been expanded, with some details of 
rates of conveyance duty ever since 1808 included. 
All these improvements are welcome, but though 
not now stated, the book was originally written for 
students (for whom it is undoubtedly useful), and 
judged as a practitioner’s book, it must be regarded 
as rather less than adequate. The author’s brief 
incisive summaries of some of the statutory provisions, 
good as they are, are no substitute fpr the provisions 
themselves. Full reproduction of the many statutes 
is stated to have been avoided for the sake of economy, 
on the ground that most readers already have them 
available ‘in some convenient form’. But this means 
in practice, of course, that the book will have to be 
supplemented by anothér text-book, which is hardly 
an economy for the reader. Many of the decisions 
which would be of value have not been included. 


„Мопетагу Theory and Practice '. >`. 
by J. L. Hanson, М.А.; M.Ed., Ph.D. - · 

. (Macdonald & Evans Ltd, London. 30s net) 
This book seeks to provide for the needs of three 


- groups of readers: specialist students of monetary 


theory, students of economics, and the general 
reader. Herein lies both its strength and its weakness, 
for while it might be regarded as somewhat inadequate 
for the first group, it has merits for the general 
reader -and the professional student. It is readable, 
as are all Dr Hanson’s well-known books, but the 
treatment occasionally tends to be sketchy. For 
example, in the discussion ọf open market policy, 
there is no reference to the special buyer, nor is there 
any discussion of the new technique of open market 
operations which involves direct contact between the 
central bank and the clearing banks. The discussion 
on exchange rates and international finance generally 
is competent and readable, though the final chapter on 
current monetary problems is а little disappointing. 
- Though, in the opinion of the reviewer, this book 
is hardly up to Dr Hanson's usual standards, no 
doubt many students will be grateful for it, for a 
book- on this subject was admittedly badly needed. 


Approximations for Digital Computers 
by Cecil Hastings, Jun., assisted by Jeanne T. 
. . Hayward and James P. Wong, Jun. | | 
(Princeton University Press; Oxford University 
Press (Cumberlege) London. 322 net) 
This book makes available a number of formulae for 
the specialist who is required to arrange for. the 
approximation of mathematical results arrived at by. 
means of electronic equipment. They would appear 
to relate more to scientific research than to business 
problems and thus have a limited appeal; the fact that 
there is a demand for such a volume shows how vast 
the literature relating to electronic a о Рак 
already become. . 


Readings in Market Research 0. 

(British Market Research Bureau Ltd, London. 
У 355 де) —— ae 
This book comprises sixteen papers by British 
authors on market research. It is designed to cóniple- 
ment the very limited British literature in this field, 
and the British Market Research Bureau deserves 
credit for undertaking the publication of this com- 
pendium which makes available within its covers 
papers which have appeared in various specialist 
journals; There is an introductory easdy by the 
editore on the scope.of market research in Great 
Britain and particularly ypseful features аге the 
excellent bibliography -and н, appended at 

the end of-each article. 

The book is undqubtedly a most- ‘useful : work а 
reference for the student and interested reader in this 
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field, notwithstanding that such а регвоп may already 
have some of these papers in his library. For the 
general reader, too, there is much of interest, 
though, for the latter, it might have been better to 
have deleted some of the more technical papers, 
producing a slimmer (and less expensive) volume 
containing the descriptive essays. However, it is im- 
possible to completely satisfy everybody, and everyone 
in this field will be grateful for this handy volume. 


Slater's Mercantile Law 

Thirteenth Edition 
by Lord Chorley, M.A., and O. C. Giles, LL. M., 

Barristers -at-Law 
(Sir Isaac Pitman & Sons Ltd, London. 305 net) 
Both its title and the illustrious name of its senior 
editor ensure the success of this standard text-book 
on mercantile law. Bearing in mind that the book is 
intended for the business man and the student taking 
a commercial course, the editors in this edition have 
undertaken a course of pruning and rewriting in 
order to bring the new matter, added since the first 
edition, into ае with the original text. Such а 
process is inevitably necessary after a time with every 
successful law beck which goes to several editions. 
The book is pleasingly produced and very lucid. 


McCleary’s County Court Precedents 


Edited by John F. P. Evans, Registrar of the 

Leicester County Court, assisted by J. W. Pryke 

(Butterworth & Co (Publishers) Ltd, London; 

Shaw & Sons Ltd, London. £4 45 per set of two 
volumes) 

Adapted from two works by the late Judge McCleary, 
this new work, comprising two handy-sized volumes, 
meets a long-felt need for a really comprehensive 
set of precedents to be used іп proceedings in the 
County Courts. They contain no less than 756 
precedents, covering, besides the more common and 
not so common proceedings, such recondite and 


specialized matters as inebriacy, ecclesiastical affairs, 


alkali works, and so on. 

Proceedinj under the Rent Restriction Acts and 
under the Companies Act have been deliberately 
left out as these are more conveniently dealt with in 
separate works, but subject to that it would be 
difficult to conceive of any County Court proceedings 
for which this work does not supply guidance of the 
most practical and therefore most helpful kind. 


SHORTER NOTICE 


WiILLANS' Tax TABLES AND Тах RECKONER 1956-57, 
by George Whillans, F.1.B., F.R.ECON.S. (Butterworth 
& Co (Publishers) Ltd, London) 5s net. These 
tables follow the now. familiar lines and are of 
undoubted utMity as a handy means of looking up 
rates of tax, personal allowances and the like, which 
cannot always be committed to memory. 
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RECENT PUBLICATIONS 


FINANCIAL AND Cost ACCOUNTING FOR MANAGEMENT, by 
А. H. Taylor, a.a.c.c.a., and H. Shearing, A.A.C.C.A. 
vii-F258 pp. 8$X 54. 255 net. Macdonald & Evans Ltd, 
London. 

Taxation. Key то. Prorirs Tax, 4th edition, edited by 
Ronald Staples. 285 pp. 8} X 54. 10s net; ros 50 post free.” 
Taxation Publishing Co Ltd, London. | 

CiviL Service ок BungAUCRACY? by E. N. Gladden, 
M.BC.(ECON.), PH.D. (Public Admin.) xiii+224 pp. 
8X 54. 215 net. Staples Press Ltd, London. 

CORPORATION OF SECRETARIES MANUAL ON THE Law 
оғ Мевттмев, by Sebag Shaw, LL.B., Barrister-at-Law, 
and E. Dennis Smith, LL.M., Barrister-at-Law. xxvii- 

'291 pp. 84X5}. 25s net. Macdonald & Evans Ltd; 
London. . ; 

FiscaL-YEAR REPORTING FOR Corporate Income ТАХ, by 
W. L. Crum. (Technical Paper 11). 364~369 pp. 0x6. 
51:25. National Bureau of Economic Research, New York. 

ELECTRONIC COMPUTERS, Principles and Applications, 
edited by T. E. Ivall. viii--167 pp. 84x54. 257 net. 
Iliffe & Sons Ltd, London. 2 

PALMER'S COMPANY PRECEDENTS, 17th edition, edited by 
'R. Buchanan-Dunlop, Barrister-at-Law. Consulting 
.Editor, К. W. Ma i on, M.B.E., Barrister-at-Law. 
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FINANCE AND COMMERCE 


Improvement i in the technical position has permitted 
a rally in the stock-markets despite the seriousness of 
the economic situation. 

‘Sincere Effort’ 


We present this week for the judgment of our readers 
the accounts of Charles Winn & Co Ltd, the Birming- 
ham engineers. They represent, says Mr G. Е. 
Peters, А.С.А., the company’s secretary, recently 
given a seat on the board, а:уегу sincere: effort on 
the part of the board in general, and the chairman in 


particular, to produce accounts in a form readily 


understandable by the layman. The reprint, given 
in full, therefore deserves equally sincere, and 
sympathetic, consideration. · 

One thing is immediately evident. Here we have 


observances of the Institute's recommendation, that , 


detail be taken out of the main accounts and presented 


in separate notes, carried to sheer finality. The body 


of the accounts has been stripped. 


‘The Explanation 
Mr N. K. Mousley, the chairman and 
director, makes it evident that the objective has 
been to produce accounts in as simple a form as 
possible for shareholders and for employees, many of 
whom, he says, are also shareholders. 


' This desire to producé accounts for the workers : 


is the reason for dropping much of the usual áccount- 
ing terminology. The words 'balance sheet', *profit 
and loss account’, ‘reserve(s)’, ‘unappropriated’ (or 
‘undistributed’), and even ‘profit’ itself, have been 
discarded. None of these words or descriptions 
appear to be necessary, says Mr Mousley, even to 
2 ly with the Companies Act, and they can be 
ing to the layman. 

Unfortunately, however, no alternative could be 
found for that word ‘dividend’ — “а word which in 
some quarters seems to create resentment, let alone 
misunderstanding'. It has been difficult, so far, says 
Mr Mousley, even to find a suitable explanatory 
definition to include with it. ` 


‘Particularly Misleading’ 

The words ‘reserve(s)’ and ‘profit’? can be par- 
ticularly misleading, says Mr Mousley, who goes on 
to comment, "The word “profits” preceded by the 
word "gross", is even used to denote the difference 
between the selling price of an article and the bare 
cost of the labour and material used to make it, all 
other costs (including even remaining manufacturing 
costs) and all charges known generally, as “‘over- 
heads" being left to come out of the so-called “gross 
profit" 

Undoubtedly, ‘profit’ is a much misused and mis- 
applied word and there is good reason for finding a 
better substitute. But ‘earnings’ still needs qualifica- 
tion, which is Provided for the’ pugpose of . these 
accounts, by ‘earnings (of share capital)’.. The 


emphasis on earnings retained in the business is 
good. ‘They have been used in the business, as 
additional finance, to supplement capital subscribed. 
It will be appreciated’, Mr Mousley continues, ‘from 
reference to the details of “Capital in use” that all 
earnings retained in the business are now so de- 
scribed, and merely so described.’ 


Share Premiums 


Mr ‘Mousey thinks there is nothing to be gained by. 
dividing retained earnings, except to show the 
amount capitalized in shares; but had further division 
been decided on, the words ‘reserve(s)’ and ‘un- 
appropriated’ or ‘undistributed’ would not have 
been used. He wants to get away from any idea that 
retained earnings are available for immediate realiza- 
tion at any time. ‘Unappropriated’ and ‘undis- 
tributed’, particularly, are words, in the board’s 
opinion, ‘best avoided’. 

Mr Mousley further draws attention to the transfer 
of ‘Share capital and share premium account’ from 
the body of the ‘Statement to the notes’, where an 


-explanation of the words ‘Share premium ‘account’ is 


given. The method used to show how the ‘capital in 
use’ is built up, is felt to be clearer than the orthodox 


“method. 


He suggests that it also facilitates comparison of 
the total dividend on the ordinary shares with the 
capital applying to those shares: a very useful com- 
parison to make, he observes, and one which should, 
in the board's opinion, preferably be emphasized 
for the benefit of all who take an interest, of any 
nature, in company affairs and the way companies 
are constituted and financed 

In explanation: of non-consolidation, Mr Mousley 
thinks the method used is ‘more suitable for a com- 


..pany of this type’. 


Some may see in these accounts a production 
from an ultra-modern futuristic school whose ideas 
wil fade away for lack of understanding. Others 
may feel that as the mind becomes adapted to the 


` mode of expression, this form will become the norm. 


We may have here the ‘modern’ form of' accounts 
of the 1950s, the successor by process of evolution 


‘of the late Mr F. R. M. de Paula's ‘modern’ balance 


sheet of the 19308. Time will be the judge; for it is 
only as innovations are tried and accepted — or 
rejected — that new ideas and methods emerge. 


Money Market 


Applications for ninety-one day Treasury bills 
totalled £325,720,000 on November 3oth, and with 
the mérket bid maintained the average rate was 
little changed at £5 os 4-69d per cent. In similar 
conditions the average rate for sixty-three day bills 
was £5.05 10-794. This week's offer is £60 million 
of sixty-three day = £220. million of ninety one 
day bills. ; 
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"December 8th, 1956 


CURRENT LAW 


Gifts to Charity: the Anonymous and the 
" Named Donor 


In Re Ulverston & District New Hospital Building 
Fund, Birkett: and Others v. Barrow and Furness 
Hospital Management Committee and Others ([1956] 
3 All E.R. 164) the Court of Appeal was concerned 
with the destination of contributions received, in 
part from subscribers who gave their names, in part 
from anonymous donors, and in part from sales and 
entertainments, for the building of a new hospital, 
which was in fact never built because the amount 
subscribed was insufficient. Prima facie the question 
before the Court was similar to the one which faced 
it in Re Hillier, Hillier v. Attorney-General ([1954] 
2 All E.R. 59), where a project to build a voluntary 
hospital at Slough had been defeated by the National 
Health Service Act, 1946, and the Court had held 
(by a majority) that no definable class of donors was 


entitléd to claim the return of their donations and . 


all must (in the absence of evidence to the contrary) 
be taken to have subscribed with a general charitable 
intent, no distinction being drawn between those 
who had subscribed anonymously and those who 
had not. Re Hillier was, however, distinguished by 
the Court in Re Ulverston & District New Hospital 
Building Fund. 

Lord Evershed, M.R., 
earlier case: 

. There was no existing hospital at Slough at 
all: so that the issue and the argument was between 
the specific and particular object of a voluntary 
hospital at Slough, on the one hand, and a hospital, 
that is hospital services generally, at Slough – an 
object not in any case defeated or rendered impossible 
by the effect of the National Health Service Act, 
1946. In the present case there was an old-estab- 
lished voluntary hospital at Ulverston and the object 
of the appeal was, as we conclude, to provide a 
similar new and enlarged hospital to take the place 
of the old." А 

In the circumstances, the Court held that identifiable 


pointed out that in the 


subscribers must, in the absence of evidence to the . 


contrary, be taken to have subscribed solely for that 
object, and not with a general charitable intention, 
and so be entitled to the return of their subscriptions 
by way of resulting trust: no general charitable 
intention was to be imputed to those donors merely 
because auch an intention was to be presumed in the 
case of unidentified donors. 


Safe Access to Premises: the Duty to 
'Take Care 


Riden v. А. C. Billings & Sons Lid. and Others 
([1956] 3 АП E.R. 357) has decided that conjractors 
carrying out ае or repairs to premises have а 


duty to leave those premises, so far as they are 


affected by the contractors’ work, in a safe state,.s0. 


that they «Ше liable to those who properly come 
upon the premises and suffer “injury as a result of 


the contractors’ failure to take care. The first 
defendants, in the course of reconstructing the access 
to premises occupied by the second and third 
defendants, removed some railings, as a result of which 
the plaintiff, on leaving the premises in the dark, 
fell into a basement area and was injured. 

The Court of Appeal (Roxburgh, J., dissenting), 
allowing an appeal from Hallett, J., found that 
although the plaintiff had on entering the premises 
successfully negotiated the same route, and ара 
she was guilty of contributory negligence, she was 
entitled to succeed. Denning, L.J., in the course of 
his judgment, explained the duty of care: he said that 
it was 

f, . . not confined to contractors. It is a duty which 

rests on anyone who does work on the land, including 

the occupier himself. If the occupier does work on 
his own land, he is under the same duty 88 a con- 
tractor. The reason is because the duty arises, not 
out of the fact of occupation, but out of the fact 
that he is doing work which he knows or ought to 
know may bring danger to othere: and that gives 
rise to a duty of care'. 
His lordship criticized Malone v. Laskey ([1907], 
2 K.B. 141) and Ball v. London County Council 
([1949], 2 K.B. 159) which suggest that a con- 
tractor can only be liable for negligence to a person 
with whom he is in contractual relationship. | 


Indemnity of Licensor by Licensee 


In Warrellow v. Chandler & Braddick and Another 
G. F. Lester & Co (Birmingham) Ltd, Third Party) 
[1956] 3 All E.R. 305) the plaintiff, as administatrix 
of the estate of her late husband, claimed damages 
against the first defendants, Chandler & Braddick (a 
firm), and the British Transport Commission (the 
second defendants) under the Fatal Accidents Act, 
1846, and the Law Reform (Miscellaneous Provisions) 
Асђ 1934, in respect of the death of her husband, 
who was employed by the third party and was fatally 
injured during shunting operations in a goods 
station belonging. to the second defendants as a 
result of an accident in which a lorry belonging to the 
first defendants was involved. 

The case is reported solely on the third party 
proceedings, which were instituted by the second 
defendants. Their predecessors in title, the Great 
Western Railway Co Ltd, had granted to the third 
party a licence to occupy certain pene this 
icence containing a term whereby the licensee agreed 
to indemnify the licensor against liability for, inter 
alia, personal irftury, which liability would not. have 
arisen but for the grant of the licence. 

Lynskey, J., held that the second defendants were 
entitled to the benefit of this indemnity since, had it 
not been for the licence, no liability would have 
arisen, as the deceased would have been a trespasser. 


: and would have had no cause of action against the 


second defendamts. 
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Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


: Apportionment of Doctor's Expenses 

Sm, – We have noted with interest the correspond- 
ence in your issues of November 24th and December 
1st regarding the apportionment of medical prac- 
titioners’ expenses. 

Although ‘rooms occupied’ is a fundamental basis 
of apportionment, there may be other facts showing 
this to be inequitable, and in similar circumstances 


to those cited by ‘Quantum’ (November 24th), we 


successfully established a 60: 40 ratio between pro- 


fessional and private use before the General Com-. 


missioners. 

Factors governing the decision of the General 
Commissioners, who have some discretion in the 
matter, would appear to be: 

(а) Whether the premises have been rented = 
professional purposes, with available living 
accommodation incidental. 

(b) Whether the premises are in the locality’s 
business area, and the rent charged has relation 
to the business user. 

Generalization is therefore not ee each case 

being considered on its own merits. 
Yours faithfully, 
STUART S. HARTLEY, 


Romford, Essex. N. O. SULLIVAN. 


Sir, - With reference to the letter from ‘Quantum’: 


which appeared in your issue of November 24th, 
1956, I have recently taken the case of a dental 
surgeon before the General Commissioners with 
success. In this case the whole of the ground floor 
was used for the practice, and on the grounds that 
this was the more valuable portion of the property, 
I claimed two-thirds of rent and rates as a practice 
expense. The Inspector offered to allow one-half 
(approximately one-half of the total number of rooms 
was on the ground floor), but the Commissioners 
upheld my two-thirds claim. 
Yours mnn 
L. 


Sm, – In reply to the letter from ‘Quantum’ in your 
November 24th issue, we act for a number of 
doctors and in our experience an allowance of one- 
half of the house expenses is rare. In cases where 
practically all surgery consultations are held in the 
ground floor of the doctor's house, in which there 
may be a dispensary also, an allowance of five- 
twelfths has been obtained in one case, although ‹ one- 
third is more common. 

In cases where there is a separate surgery (usually 
a partnership surgery) and only a very few patients 


are seen at the doctor's house, we have hitherto,’ 


after much argument, secured an allowance of one- 
quarter. Even this, however, is now in some cases 


being disputed and an allowance of about one-tenth . 
has been suggested by the Inspector of Taxes, which 
seems utterly inadequate for the use of a consulting 
room, garage and part use of entrance hall etc. 

` These proportions are applied to rent or annual 


value, rates, light and heat, domestic wages and 


board, insurances and repairs and renewals. It is 
better in some cases.to deal with house repairs in a 
maintenance claim. | 
We should be interested to hear of the experience 
of other practitioners. 
. Yours faithfully, i 
HASTONIAN. 


[We hope to publish an article on донел Accounts' 


in our next issue, — Editor.] 


i ‘Paying Wages by Cheque' . 
Sm, - Your leading article of November 24th deals 
with a point which may be viewed as an inevitable 
reform in the field of office administration. Мо 
efficient executive would. for one moment hesitate 
to- substitute a piece of smooth desk-work for a 
complex physical operation, ' provided that the 
product of such work was acceptable at all levels. 
Objections to the payment of wages by cheque 


` can only be based on the assumption that (а) banking 


facilities may be inadequate in certain areas, (5) bank- 
ing accounts may have no credit balances, resulting 
in simultaneous depositing and withdrawing, (c) the 
cheque system may be abused. 

Given the opportunity, it is thought that a worker 
would welcome the possibility of having a banking 
account, and, in order to obviate the week-end 
shopping scramble, would soon realize that the 


„accumulation of a small ‘working capital would 


enable cash to be withdrawn in between pay-days. 

Indeed, it might not ksi considered too far-fetched 
to claim that the universal tance of payment of 
wages by cheque would be of the greatest assistance 


. to retail distributive organizations in their quest for 


the realization of a five-day week. 
Yours faithfully, 
Nairobi, Kenya. . "КЕ. YELLMER. 


Interim Accounting Periods: Decimal 
System 
Sm, – May I in all humility congratulate Mr Beverley 
Thomas (November roth issue) on producing an 
idea which simplifiés воа ш our age when 
over-complication’ is a disease ere is, however, 
one flaw in his arguments. In these days manage- 
ments are apt to démand that current performance 


should be measured against target rather than 


against previous magths which fluctuate ‘seasonally 
in-many-a business,,or previous years in which 


602 


. trading conditions and policy may have been different. 

Once budgetary control and standard costing 
principles are in operation, the question of the fre- 
quency of accounting periods becomes largely 
academic; in fact, the calendar period can be used 
for the profit and loss statement if it is prepared on a 
cost of sales basis and the factory period can be on a 
four- or five-week ending basis which is more 
convenient. 

It may still be cheaper to use Mr Thomas's ten 
periods a year system, and if it takes less clerks and 
less of LA time I am all for it. . 

. Yours faithfully, 


Et SWI. J. N. STEPHENS. 


Goodwill in an Accountancy Practice 


Sm, – It would be interesting to know the degree of 
success which accompanies advertisements for the 
sale of a practice or a partnership on a gross fees 
basis. 

Whilst it was formerly all very well to ask for 
two and a half years’ purchase of gross fees on the 
basis that at least 5o per cent could be earned as net 
profit, circumstances and expenses have changed so 
vastly since the war that a radically different approach 
seems to be required if men of talent and experience 
are to be retained in the profession or attracted back 
to it. 

Normally, partnership is and should be the 
reward of service and ability within the firm itself, but 


where the sudden death of a partner or the expansion’ 


of a practice makes it necessary to recruit new blood, 
there should be some yardstick more generally 
accepted than the meaningless one of gross fees. 

I understand that the three years’ purchase basis 
of the available net profit is widely adopted, when 
there is no risk of losing the-succession, but I should 
like your readers' views. 

These matters should not be left on а ‘catch-as- 
catch-can' basis but should be the subject of recom- 
mendation within the profession itself. Similarly 
with the treatment. of goodwill in a firm's accounts. 
A deceased partner's family should know where they 


stand. Yours faithfully, 
ACA 


City Restaurant Profits 


Sir, – We shall be glad. if some of your readers will 
state their experiences in connection with medium- 
priced (not self-serve) luncheon places in the City 
with turnover of about £5,000-£6,000. 

What should be the approximate percentage cost 
of food purchases? 

What should be the profit percentage on cigarettes? 

What remuneration should the management hope 
to receive on so small a turnover? 


. Yours faithfully, 


* 


.'- . AUDITORS. 
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, Unclaimed Wages and Holiday Pay 


SIR, - I consider Mr F. J. Bacon's remarks on the 
above subject in your issue of November 24th to be 
rather misleading, as the decision in the case of 
Morley v. Tattersall was expressly founded on the 
fact that the Statute of Limitations did not apply to 
the transactions between the parties concerned in 
that case. Such a position is most unusual and the 
later case of Jays, The Jewellers Ltd v. C.I.R. (29 
T.C. 274) held that where the Statute of Limitations 
applied, sums accruing to a trader by effluxion of 
time were assessable receipts of the year in which 
the trader became entitled to retain them as his own. 
Ordinary revenue items in the nature of wages 
would, where ultimately unclaimed, therefore fall to 
be regarded as assessable profits. 
Yours faithfully, 
A. K. J. 

Bank Statements: E. & O. E. В 
Sm, – Let Ше profession beware: nothing is sacred 
and nothing is certain. 

Following the traditional gambit, we opened the 
cash-book and took the pass-sheetg These had all 
the appearances (save one) of being statements 
machined when the postings were made. In two 
months' business we found: 

a) a lodgment understated by £3; 

b) a lodgment on the payments side; 

(c) an error in the amount of a cheque paid. 

The pass-sheets came from a London suburban 
branch of one of the ‘Big Five’. Bemused, I tele- 
phoned them. They were very courteous about it: 
a typist copied the statements from the ledger and 
typists were only human; if I would send back the 
offending sheets, they would be happy to correct 
them. I should, it appears, have noticed that there 
were no asterisks in the balance column. 

But this also has a more serious side. 

Yours faithfully, 
DISILLUSIONED. 


Our Weekly Problem 
No. 144: SMOKER’S COFFER 


Sm, - In your issue of November 24th, 1956, you 
give the answer to the above problem at 4s 10d per 
ounce, 
Could not the same conditions be fulfilled at 
74d per ounce, as follows: 
Change from florin for 2 ozs: 
sixpenny piece, threepenny piece. 
Change from half-crown for 3 028: 
sixpenny piege, penny, half-penny. 
Change from florin and shilling for 4 ozs: 
one threepenny piece, three pennies? 
Or am I thinking in terms of pre-war prices only? 
Dalkeith. 
[Our Problem Setter writes: As Mr Sidate can smoke 


anything he would Бе glad. to be introduced to the: 
tobacconist who'sells tobacco at 744 per ounce.] 
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THE. INSTITUTE ОЕ 
CHARTERED ACCOUNTANTS OF SCOTLAND 
"DINNER IN EDINBURGH 


The Institute of Chartered Accountants of Scotland 
held a dinner in the Assembly Rooms, George Street, 
Edinburgh, on Tuesday, November 27th. The Presi- 
dent of the Institute, Mr G. I. Stewart, M.C., C.A., 
was in the chair, and more than 200 members and 
guests attended. 

Among those present were the Right Hon. Lord 
Thomson, the Lord Justice Clerk; Bailie Matt A. 
Murray, Senior Bailie, City of Edinburgh; Mr James 
Т. Dowling, c.a., Vice-President of The Institute of 
Chartered Accountants of Scotland; Mr A. S. H. Dicker, 
M.B.E., F.C.A., President of The Institute of Chartered 
Accountants in England and Wales; Sir John Spencer 
Muirhead, р.8.0., M.C., T.D., D.L., LL.D.; Sir John L. 
Somerville, F.R.&.E., C.A., Past President of The 
Institute of Chartered Accountants of Scotland, and 

Sir Charles Cunningham, K.B.E., C.B., C.V.O. (Secretary, 
Scottish Home Department), Mr Alexander McKellar, c.a. 
(Member of Councif, The nstitute of Chartered Accountants 
of Scotland); The Rev. Dr George F. MacLeod, M.C., 
B.A., D.D. (Moderator-Designate of the General Assembly of 
the Church of Scotland); Mr R. Ian Marshall, B.COM., С.А. 
(Member of Council, The Institute of Chartered Accountants 
of Scotland); Professor Emeritus Sir Walter Mercer, M.B., 
CH.B., F.R.C.S.E., F.A.C.&.; Professor Emeritus H. H. 
Monteath, B.A., LL.B., 11.р.; Mr Ian T. Morrow, C.A., 
F.C.W.A., A.T.L.I. (President, The Institute of Cost and Works 
Accountants); Sir William S. Murrie, K.B.E., C.B. (Secretary, 
Scottish Education Da rera Messrs Ralph Risk, M.c. 
(President, The Law Society of Scotland); R. С. Simpson, 
M.C., С.А. (Past President, The Institute of Chartered 
Accountants of Scotland); Roy H. Thomson (Chairman, 
The Scotsman Publications Ltd); Graham A. Usher, M.B.E., 
T.D., С.А. (Member of Council, The Institute of Chartered 
Accountants of Scotland); Hugh Watson, W.S. (Deputy 
Keeper, H.M. Signet); Neil Watson, LL.B., 8.8.c. (President, 
Soctety of Solicitors, Supreme Courts of Scotland). 


A Proud Tradition 


The toast of “The Institute of Chartered Account- 
ants of Scotland’ was proposed by Lord Thomson, 
who referred to the hall-marks of the learned profes- 
sions, These, in his opinion, were three in number: 
service to the community, primarily of an intellectual 
character; a system of training fit to produce a high 
professional standard; and acceptance by the members 
of a profession of a corporate standard of conduct. 

‘The Institute of Chartered Accountants of Scotland, 
he said, could well be proud of the way in which it had 
cherished those three purposes of service to the com- 
munity. By its professional training and integrity, it 
had been an example and an inspiration to accountants 
throughout the world. 

Replying to the toast, Mr G. I. doit referred to 
the changing scene as it confronted the profession. 
The changes, he said, were overdue, for what had been 
good enough in the past was not necessarily good 
enough today. In the past their efforts had been directed 
towards stimulating production. Now they were largely 
directed towards mitigating the burdens of successful 
production. 


Proposing the toast of ‘The City and Royal Burgh 
of Edinburgh’, Mr A. S. H. Dicker said that Edin- 
burgh had had a tremendous influence not only in 
Scotland but in England and Wales. Historically, 
culturally and academically, Edinburgh had given a 
lead to the world. He continued: . 

'Ít is interesting to realize that after several centuries 
Robert Bruce made Edinburgh a Burgh in 1329 and estab- 
lished its great port of Leith, and that the Palace of Holy- 
rood House was built in the fifteenth and sixteenth cen- 
turies, and Parliament House in the early seventeenth 
century. The University was founded in 1582, and the 
City contains what are probably the two most renowned 
thoroughfares in the world, Princes Street and the Royal. 
Mile. The Castle itself, of course, stands out as one of the 
world’s most historic and famous fortress buildi , and 
is an epic in stone. No doubt the rock was the site of a very 
early settlement, and it was in the seventh century that a 
military outpost was established there by the first Christian 
King of Northumbria, Edwin, from whom apparently the 
city took its name originally. The Palace of Holyrood 
House, strong in its long royal associations, also stands out, 
majestic and. glorious in its great history.’ 

In a reference to. the Edinburgh Festival, Mr 
Dicker said that 90,000 visitors were accommodated 
in Edinburgh during the last Festival period, of 
whom some 42 per cent had come írom foreign 
countries. Іа the past seven years, the number of , 
Overseas visitors to the Festival had more than trebled. 
SPARE of the academic life of the City, Mr Dicker 
said 

"Your famous University has a fine reputation. . Its 
faculties include those of theology, law, arts, science 'and' 
music, and there is a teaching staff of over fifty professors, 
besides lecturers, and over 4,000 students, of whom some 
1,250 are women — it was one of the first universities to 
admit women to classes and degrees. But possibly its most 
famous department is that of its medical school whose 
qualification has long enjoyed a world-wide reputation. 
Allied with this is the great work of the old Royal Veterinary 
College now embodied in the University. In recent years 
the University’s work in agriculture and forestry has been 
noted and here again the influence of Scottish agriculture 
has spread far and wide.’ 


Close and Confident Relationship 
Continuing, Mr Dicker said: 

‘To our own profession Edinburgh will always be 
recognized with honour as the birthplace of the first 
Institute of Chartered Accountants, the old Edinburgh 
Society of Accountants being incorporated by Royal 
Charter in 1854. 

‘I should like to take this opportunity of happily 
acknowledging the close and confident relationship between 
our two Institutes.’ 

Replying to the toast, Bailie Matt A. Murray referred 
to the important part played by the Corporation in the 
running of the Edinburgh Festival. 

The toast of ‘Our Guests’ was proposed by Mr 
James T. Dowling and Sir John Spencer Muirhead 
responded. e 

Sir John L. Someryille proposed the toast of “The 
President’ and Mr Stewart replied. 
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| DINNER AND DANCE IN HULL . 


The Hull, East Yorkshire and Lincolnshire Society of ` 
Chartered Accountants — - 


Over 160 members, guests and their ladies attended 
an enjoyable dinner and dance held by Тће Hull, 
East Yorkshire and Lincolnshire Society of Chartered 
Accountants at The Royal Station Hotel, Hull, on 
Friday, November 3oth. Тће President of the Society, 
Mr F. S. Mowforth, F.c.a., presided, with Mrs 
Mowforth, and the principal guest was Mr A. S. Н. 
Dicker, M.B.E., F.C.A., President of The Institute of 
Chartered Accountants in England and Wales, accom- 
panied by Mrs Dicker. Я | 

Mr Mowforth welcomed the guests and in proposing 
the toast of ‘The Institute’ referred to the development 
of its activities. ‘Those of us who have been privileged 
to attend meetings at the Institute’, he said, ‘have seen 
a great expansion of work undertaken there. The 
activities and functions of the Institute have been 
considerably extended and widened in recent years — 
due to the growth and development of industry and 
commerce and the increasing complication of economic 
conditions, and the consequent increase in our 
responsibilities. In all these developments the President 
has played a notable part. He bears a heavy burden of 
responsibility but it is gratifying to know that he has 
his lighter moments and can indulge in a social evening 
such as this and relish the change.’ 


The Work of the Benevolent Association 


lying to the toast, Mr Dicker referred to the 

ое work of The Chartered Accountants’ 
Benevolent Association which, he said, deserved full 
publicity, not only among members of the Institute, 
but also the public in general. He said: | 

‘All through the long social and economic history of 
England all sections of the earning classes have instinctively 
accepted a moral obligation to make some provision from 
their earnings for those of their colleagues who through 
ill health, accident or other misfortunes, have fallen on bad 
times, and perhaps especially to assist widows and depend- 

cases of need. 

The great livery companies of the City of London and 
similar corporations throughout the country are notable 
examples. у 

"The learned professions were not slow to play their 
part as they grew up, and today all professional bodies of 
repute attach the greatest importance to some form of 
benevolent fund for the benefit of their members. ^ · 


Founded in.1886 

‘Our own Institute Benevolent Association was founded 
in 1886, six years after the founding of the Institute, and 
over the seventy years since, over £230,000 has been paid 
out in relief. А | р 

“While the annual relief is now in the neighbourhood of 
£10,000, the present membership of subscribers is only 
just over 3,000. I am not touting for subscriptions tonight, 
but it is an opportune moment to comment : 
very small number compared with our total Institute 
membership of getting on for 20,000. 


“The Benevolent Association is an entirely separate 


organizatiop arf is controlled by a President and a Board 
of Governors. Ап Executive Committee deals with applica- 
tions (which of course are treated with the strictest confi- 


that «his ва 


dence), and the day-to-day administration is dealt with on 
an honorary basis by members of the staff of the Institute.’ 


Mr Dicker paid tribute to the devoted work of 
Mr C. H. S. Loveday, A.c.4., Honorary Secretary of 
the Association, and also acknowledged the valuable 
co-operation of the district societies, each of which 
has its separate special Benevolent Sub-Committee. 
He continued: 

“There is one particular side of the activities of the 
Association which I just want to refer to, and that is the 
very material interest the Association has in the Homes of. 
Crossways Trust. | | 

Crossways Trust M 
‘The Trust was formed in 1949, with the help of the 
National Corporation for the Care of Old People, a body 
sponsored by the Nuffield Foundation, by a number of 
benevolent funds for the professional classes to provide 
homes for their beneficiaries who were. old and in need of 
care and assistance. А Board of Governors consisting 
almost entirely of representatives frofn the constituent 
funds, is responsible for the administration of the affairs 
of the Trust, At present there are three homes and a fourth 
home is ed to be opened at St Leonards-on-Sea in 
the first half of 1957. Hurst Grange, Worthing, is a home 
for the able-bodied persons and the new home at St 
Leonards-on-Sea will also be for the able-bodied. 

‘Ridgemead House, Englefield Green, Surrey, 
Grosvenor House, Brighton, are for the infirm. 

‘Our Benevolent Association has at present six places ' 
in the homes — three for the able-bodied: and three for the 
infirm — and application has been made for a further four’ 
places—two infirm and two able-bodied — which will 
become available within the next few months. Vacancies 
in the homes are primarily for members or their widows or 
dependants who are beneficiaries of the Association. The 
Executive Committee of the Association has, however, 
decided that, if at any.time there is more than one vacancy, 
it should be made available to a member, a member and. 
his wife or to the widow of a member who is not & bene- 
ficiary but who is able to pay for his or her maintenance, 
always providing that his or her total income is such that 
the care and attention required could not be paid for at 
normal commercial rates. The charges are at present from 
£4 £ od to £6 6s od a week according to the type of home. 
In the case of couples sharing a room some small reduction 
js made. Great pains are taken to see that each home is run 
as a home and not as an institution. 

"The Honorary Secretary of the Associatión will be pleased 
to hear of any member or his widow who may like to be 
considered for a vacancy, when available, in one of the 
homes. : | 

‘Needless to’ say, the Benevolent Association is always 
ready to receive new members either on a life or annual 
membership basis. T'he work of this t society needs 
hardly any emphasis from me. Тће talis on it are always 
very heavy and lLinvite the further co-operation of our 
members generally.’ : ' 

Тће Company j 
The Presidents of nine other district societies, with 
their ladies, were present, together with Mr Charles. 
M. Strachan, O.B.E., Е.С.А., a member of the Council 
of the Institute, and Mr C. H. S. Loveday, A.C.A., an 
Assistant Secretary. of the Institute, accompanied by 
Mrs Loveday. * E 


and 
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IN PARLIAMENT _ 


_ Cheques 
Mr Сванам Pace (Crosby): I beg to move,. 

That leave be given to bring in a Bill to make amend- 
ments of the law relating to cheques and similar instru- 
ments; in respect of the endorsement thereof; to the 
discharge of obligations by cheque; to the recognition 
of cheques as receipts; to crossed and uncrossed cheques 
and the giving of value therefor; and to make consequent 
amendments of the law relating to the rights and duties 
of paying bankers, collecting bankers and bankers’ cus- 
tomers towards each other. 

The purpose of the Bill is to abolish the need for 
the endorsement of 97 out of every 100 cheques that 
are drawn. I had the privilege nearly two years ago of 
being granted leave to introduce a Bill for a similar 
purpose. That was in the previous Parliament. With 
the end of that Parliament the Bill came to an end, 
but in the meantime, the then Chancellor of the 
Exchequer had appointed a Committee to investigate 
the principles proposed i in the Bill. The terms of refer- 
ence of the committee were: 

.. "To consider (а) whether, and if so in what circum- 
stances and to what extent, it is desirable to reduce the 
need for the endorsement of order cheques and similar 
instruments received for collection by a bank.’ 

That committee reported earlier this month, and 
I would express my humble admiration and gratitude 


for its very interesting report. No doubt hon. Members ` 


who are interested in this matter have read the report 
and will agree with me. If I refer to only one or two 
items of the summary of that report it is only because 
my time is limited in moving this proposal and not 
because of any lack of appreciation of. the most 
interesting report. Paragraph 109 (iii) says: 

‘Our assessment of the weight of work done in con- 
nection with endorsements is that a large amount of 
unproductive effort is expended in relation to the pro- 
visions of a Statute which was framed to meet condi- 
tions very different from today's. We think that if a way 


' can be found to redüce present labours without ibe well 


corresponding disadvantages ita adoption would be 
worth while.’ 
The unproductive effort referred to in that recom- 
mendation entails tens of millions of man-hours in 
unnecessarily endorsing cheques and therefore entails 
millions of pounds in wages and salaries paid to those 
who carry out that unnecessary endorsement. 


The report further recommends, in paragraph 199 (v): 


*We consider that a substantial saving of unproductive 
work would be achieved, and the présent system would 
be appropriately adapted- to modern conditions and 
neede, if it were arranged that endorsement was no 
longer necearary on a cheque pang collected by a bank 

of a customer who was the payee. We recom- 
mend a change of the law to this effect, making it clear 
that the collecting banks should not suffer any loss of 
protection thereby." 
If that recommendation is carried out it will still 
retain the valuable characteristics of a cheque that it 
can be negotiated by endorsement. In fact; only 3 per 
cent of all cheques drawn are so negotiated. ‘The other 
97 per cent are paid direct by the payée into the 
payee’s bank. It is in connection with 97 per 
cent that I would desire, in this Bill, eo OE the 
need for endorsement. 


Of course there would be a number of consequential: 
amendments in respect of the relationship of bankers 
and customers which are set out fully in that report. 
One particularly interesting consequential amendment 
which I desire to introduce into the Bill would be to 
make certain that a paid cheque is as good prima facie 
evidence of receipt as a formal receipt signed over a 
twopenny stamp. у | | 

І am in the unique position of being able at this very 
early stage in the process of a Private Member's Bill. 
to refer hon. Members to the actual text of the Bill 
which I desire to present, for that text is set out in 
the appendix to the report to which I have referred. 
I. am sure that a Private Member is seldom so well 
served in the drafting of his Bill. Тћеге are only two 
additions which I should desire to make to that draft 
in the appendix to the report. One is in connection 
with certain anomalies in the protection afforded by 
crossed and uncrossed cheques. 'lhat is referred to 
in paragraph ros of the report. 

The other addition which I desire to make is this: 


ав the Bill relates to cheques — indeed, I have given it 


the very short title of the ‘Cheques Bill — the House 
might like the opportunity of considering an amend- 
ment to Section 8 of the Truck Act to permit payment 
of wages by cheque. I repeat the word ‘permit’ for 
this would be merely a permissive provision. I realize 
that this is a controversial matter and might not find 
its way to the later stages of the Bill without very full 
consultation, but I believe that I can produce a 
formula which would fully safeguard the interests of 
those concerned, particularly those of trade unions 


"оп behalf of their members and those of chambers of 


trade on behalf of shopkeepers. 

Question put and agreed to. 

Bill ordered to be brought in by Mr Page, Mr Hay, 
Mr Holt, Mr Eric Johnson, Mr Geoffrey Stevens, 
and Mr Geoffrey Wilson. ; 
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Bill to make amendments of the i relating to 
cheques and similar instruments; in respect of the 
endorsement thereof, to the discharge of obligations. 
by cheque; to the recognition of cheques as receipts; 
to crossed and uncrossed cheques and the giving of 
value therefor; and to make consequent amendments 
of the law relating to the rights and duties of paying 
bankers, collecting bankers and bankers! customers 
towards each other, presented accordingly, and read 
the first time; to be read a second time upon February 
1st and to be printed. [Bill 33.] 

Hansard, Nov. 27th, 1956. Col. 237. 


‘Dividends and Incomes: Taxation 1 
Mr McKay asked the Chancellor of the Exchequer- | 
the total sum of dividend on ordinary shares and the 
undistributed income after taxation for companies in . 
table 29 of the Blue Book for the years 1946 and 1955; 
the incrgase in percentage; the increase in the taxation 
for these companies in that period; and the increase. 
in income tax for the single man whose average 
earnings were £310 in 1946, and £570 in 1955, or 
84 per cent increase in earnings. 
Mr.H. Brooke: With regard to companies the figures 
asked for in the first parts of the question are given: 
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in the table referred to; the percentage increases be- 
tween 1946 and 1955 in dividends on ordinary shares 
before tax, and in their undistributed income after 
tax, were 83 and 148 respectively. The increase in tax 
accruing on undistributed company income was £413 
million. The amount of tax paid by a single man on an: 
earned income of £310 at the rates applicable in 
1946-47 was £46 6s 3d, and the tax in similar circum- 
stances on an earned income of £570 at 1955-56 
rates was £73 175 6d. 

Hansard, Nov. agth, 1956. Oral Answers. Col. 553. 


Baddeley and Others v. C.I.R. 


Miss HERBISON asked the Chancellor of the Ex- 
chequer how long it will take to complete the examina- 
tion of the effects of the decision on the case of 
Baddeley and Others v. CIR. 

Mr H. Brooxe: Examination of this complex prob- 
lem is in progress and will be completed as soon as 
possible, but I regret that I cannot yet name the date. 

Miss Hersison: Is the right hon. gentleman aware 
that a number of charitable organizations, particularly 
those who are attempting to bring happiness to old 
people, are urgently awaiting the result of this ex- 
amination? Can he not give a better indication than 
*as soon, as possible', as finances are suffering greatly, 
and the old people are suffering as a result? 


Mr ВеоокЕ: І appreciate the force of what the hon.. 


lady has said. This decision was of course a difficult 
one for many-of us. І am anxious that we shall get 
the position.clarified as quickly as possible, but I 
cannot give the hon. lady a definite date. I assure her 
that I recognize the urgency. 

- - Hansard, Nov. 29, 1956. Oral Answers. Col. 554. 
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£ Sterling: Value 


>. Mr M. Linosay asked the Chancellor of the Ex- 


chequer the fall in the value of the £ sterling from 
one year to another since 1938, taking the index of 
100 for that year. 


Mr H. MACMILLAN: The figures are as follows: 


E 


100 


1938 МЕ vs is | 
1939 2i 7 НЕ за 97 i 
1940 AM 5s x. 5 81 

1941 E Em bs P» 71 

1942 zu Es АИ 66 

1943 63 

1944 ба 

1945 бт 

1946 59 

1947 55 

1948 51 

1949 50 

1950 48 

I951 45 

1952 42 р 
1953 41 

1954 X за а Se 41 

1955 .. 39 

1956 (average of ten months) ТА 38 


Figures for 1938 and 1946 to 1955 are based on 
the Consumer Price Index. The for the first 
ten months of 1956 is a próvisional estimate based on 
the movement of the Index of Retail Prices since 1955. 
The revised series for the Consumer Price Index is 
not available for the period 1939 to 1945, and the, 
aes for these years are therefore approximations 
only 

Hansard, Nov. 27th, 1956. Written Answers. Col. 32., 
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The Association of Certified and 
Corporate Accountants 
ANNUAL DINNER AND DANCE 
The President of The Association of Certified and 
Corporate Accountants, Mr A. C. S. Meynell, 
F.A.C.C.A., with Mrs Meynell, presided over a com- 
pany of боо members and guests at the annual dinner 


and dance of the Association held at Grosvenor House, 


Park Lane, London, last Monday. 

Among those present wére Mr Dingle Foot, Q. с., 
and Mrs Foot; Sir Edwin Herbert, K.B.E., President 
of The Law Society; The Rt. Hon. and Rt. Rev. 
Henry Montgomery Campbell, м.с., Lord Bishop of 
London, and Miss Montgomery Campbell; Mr 
A. S. H. Dicker, M.B.E., F.c.a., President of The 
Institute of Chartered Accountants in England and 
Wales, and Mrs Dicker; and 

Mr R. P. Baulkwill, сље. (The Public Trustee); Prof. 
W. T. Baxter (Professor of Accountancy, University of Lon- 
don), and Mrs Baxter; Mr S. J. D. Berger, M.c. (Director and 
Joint Secretary, The Institute of Cost and Works Accountants) 
and Mrs Berger; Mr W. S. Carrington (Immediate Past 
President, The Institute of Chartered Accountants in England 
and Wales), and Mrs Carrington; Mr L. F. Cheyney (Secre- 
tary The ркан of Municipal Treasurers and Accountants), 
and Mrs Cheyney; Mr J. Cowen (Assistant Secretary, Board 

о Trade), and Mrs Cowen; Sir Сер! Crabbe (Chief Registrar 


of Friendly Societies), and Lady Crabbe; Mr I. A. F. Craig, 
о.в.в., (Secretary, The Society of Incorporated Accountant) 
and Mrs Craig; Mr Derek du Pré (Joint Secretary, 
Institute of Cost and Works Accountants), and Mrs du Pré. 


Mr C. G. Garratt-Holden, T.D. (Secretary, Building 
Societies Association), and Mrs Garratt-Holden; Mr W. 
Macfarlane Gray (Immediate Past President of the Associa- 
tion), and Mrs Macfarlane Gray; Sir Henry Hancock, K.C.B., 
K.B.E., C.M.G. (Chairman, Board of Inland Revenue), ‘ind 
Lady Hancock; Sir Harold Howitt, G.B.&., D.8.0., M.C., and: 
Lady Howitt; Mr W. Jackson (Vice-President of the Associ- 
ation), and Mrs Jackson; Mr С. V. Jarvis, J.P. (Member ој. 
Council of the Association); Sir Lancelot Joynson-Hicks, Bt., 
M.P., and Lady Joynson-Hicks; Mrs S. Kennard; The Lord 
Latham, J.P. (Member of Council of the Association) Mr J. C. 
Latham, D.L. (Director of the Association), and Mrs Latham; 
Mr W. H. Lawson, C.B.E. (Vice-President, The Institute of 
Chartered Accountants in England and Wales), and Mrs 
Lawson; Mr F. R. Livock (Director, British Institute of 
Management), and Mrs Livock; Mr T. G. Lund, св.к. 
(Secretary, The Law Society), and Mrs Lund. 

Mr A. S. МасІФег, M.C., (Secretary, The Institute of Char- 
tered Accountants in England and Wales), and Mrs Maclver; 
Mr E. H. У. McDougall (Secretary, The Institute of Char- 
tered Accountants of Scotland), and Mrs McDougall; Mr 
E. H. S. Marker, с.в., and Mrs Marker; Mr Ian T. Morrow 
(President, The Institute of Cost and Works Accountants), and 
Mrs Morrow; Mr E. J. Norman (Chief Inspector of Taxes), 
and Mrs Norman; Sir Charles Norton, M.B.E., M.C., and 
Lady Norton; Mr J..O'Neill Ryan (Vice-Chairman, London 
County Council)? and Mra O'Neill Ryan; Mr Е, Cameron. 


December 8th, 1956 


Osbourn, M.B.E. (Secretary of the Association), and Mrs 
Cameron Osbourn, 

Mr J. Ryan, с.в.в., M.C., and Mrs Ryan; Mr R. L; Sich, 
С.в. (Registrar of Restrictive Trading Agreements), and Mrs 
Sich; Mr E. Sinnott (President, The Institute o "Municipal 
Treasurers and Accountants), and Mrs Sinnott; Mr S. А: 
Spofforth (Vice-President, The Institute of Taxation), and 
Mrs.Spofforth; Mr R. J. W. Stacy, c.B. (Under-Secretary, 
Board of Trade), and Mrs Stacy; Mr Ronald Staples 
(Editor, ‘Taxation’), and Mrs Staples. 

Sir James Millard Tucker, Q.c., and Lady Tucker; 
Alderman Sir Frederick Wells, Bt., and Lady Wells; Mr 
C. R. Willis (Editor, ‘Evening News’), and Mrs Willis; Mr 
H. Wilmot, с.в.в. (Chairman, British Institute of Manage- 
ment), and Mrs Wilmot; Mr F. Wilson, О.В.в., J.P. (Member 
of Council of the Association); Mr C. F. Wood (President, The 
Institute of Actuaries), and Mrs Wood; Sir Richard Yeabsley, 
C.B.E. (President, The Society of Incorporated Accountants), 
and Lady Yeabsley. 

The toast of "The Guests’ was proposed by the 
President of the Association. Mr Dingle Foot, Q.C., 
and Sir Edwin Herbert responded. 

Music during dinner and for the dancing which 
followed was played by Sydney Lipton's orchestra. 


Personal : 
Messrs HaRPER-SMITH, Moore & Со, Account- 
ants and Auditors, of 7 "The Close, Norwich, and at 
Felixstowe, announce that they have taken into 
partnership Mr Комар Henry Earp, A.S.4.4., and 
Mr Jonn CawrLEY SWINDELLS,. А.5.А.А., both of 
whom have been associated with the firm for some 
time. 
Professional Notes | 

Mr John Е, Eccles, О.В.Е., A.C.A., has eta 
Maj.-Gen. John Buckley, с.в.Е., D.S. o. , M.C., as chair- 
man of The Uganda Company Ltd. 

Mr Leslie J. А. Wood; a.8.a.a., has been idonei 
assistant accountant of William ‘Whiteley Ltd. 
Mr Wood joined the company in August 1955. 


New President of the Australian Institute 


Mr R. A. Irish, F.C.A.(AUST.), was elected President 
of The Institute of Chartered Accountants in 
Australia at tlie November meeting of the General 
Council of the Australian Institute. 


London and District Society of Chartered 
Accountants | 


PROGRAMME CHANGES 


The Honorary Secretary of the London and District 
Society of Chartered Accountants asks us to-announce: 


that the date of the Society’s annual dinner and dance 
(to be held at The Park Lane Hotel, Piccadilly), has 
been changed from March 29th, 1957, to February 
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15th, 1957. The date of the address on ‘Surtax on 
controlled companies’, by Mr F: N. Bucher, Q.C., 
has also been changed – Кот February 19 to 


. February 26th. Members are asked to make the 


necéssary amendments to the diary slips with which 
they have been issued. 


The Leeds, Bradford and District Society of: 
Chartered Accountants ` 


The following meetings of The Leeds, Bradford and 
District Society of Chartered Accountants have Been 
arranged for the winter season: 

December rth: ‘Office сера на and methods', by 
Mr D. O'Donovan, of Treasury. (The George 
Hotel, Huddersfield.) 

January 22nd, 1957: "The automatic office', by Mr F. C. 
Jenkins, of Leo Computers Ltd. (The. Great Northern: 
Hotel, Leeds.) 

February rath: Pensions for the self-employed’, by Mr 
Т. A. Hamilton Baynes, M.A., F.C.A. (The Victoria Hotel, 
Bradford.) 

March 5th: ‘Company accounts from the point of view of 
a financial journalist, by Mr Norman Crump, Financial 
Editor, The Sunday Times. (The Victoria Hotel, Bradford.) 

March 19th: "The technique of back duty’, by Mr J. W. 
Walkden, r.c.A. (The Great Northern Hotel, Leeds.) 
The Society's next monthly luncheon meeting will 

be held at The Great Northern Hotel, Leeds, on Wed- 

nesday, December rgth, at 1 p.m., followed ra a 

discussion from 2 to 2.30 p.m. 


The Chartered. A coóüntant Students' 
Society of London 


The following meetings of the London Students 
Society will be held during next week: 
Monday, 6.30 p.m., at Grosvenor House, Park Lane, Wi: 
Annual dinner. 
Wednesday: Rugby football and hockey matches v. Cardia 
and Bristol Students’ Societies. . t 


Friday, 7 p.m., at Chelmsford: Lecture on ‘The preparation 
of estate duty accounts in the executor’s books with 

: reference to life-tenants and remaindermen’, by Mr 
V. S. Hockley, B.COM., C.A., A.A.C.C.A. 


Double Taxation: Netherlands Antilles 


The United Kingdom Government and the Nether- 
lands Government have agreed, that subject to the 
approval of Parliament, the Double Taxation 
Convention between the United Kingdom and the 
Netherlands shall be extended, with the necessary 
modifications, to the Netherlands Antilles. ` 

- The. extension is expressed to take effect in the 
United Kingdom from April 6th, 1953. Details were 
published on November 22nd as a achegue toz put 
Order in Council. 


JOHN FOORD. & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


VALUERS AND ASSESSORS - 





` Telephone: Victoria 2002 (3 lines) 


OF WORKS, FACTORIES, PLANT & MACHINERY; Etc. 
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24 per cent Defence Bonds: Conversion Offer 


Holders of 24 per cent Defence Bonds purchased 
between April rst, 1947 and September 3oth, 1947, 
and maturing between April 186, 1957 and September 
goth, 1957 (of which {11% million are outstanding) 
and holders of 24 per cent Defence Bonds (Conversion 
issue) maturing on May ist, 1957 (of which £134 
million are outstanding), are to be offered conversion 
into 44 per cent Defence Bonds (Conversion Issue). 


These holders will be invited to exchange their holdings 
into the new bonds on the tenth anniversary of the date of 
purchase in respect of the subscription i issue and on May 
1st, 1957, in respect of the maturing conversion issue. 
Holders of the subscription issue who accept the offer of 
conversion will be paid interest at 24 per cent per annum, 
for the period from "April 18t, 1957, to the date of exchange, 
and 4$ per cent per annum from the date of exchange to 
September 30th, 1957; the maturity premium of £1 per 
cent will be paid on the date of exchange. Holders of the 
conversion issue who accept the offer of conversion will 
receive a final payment of six months’ interest at 24 cent 
per annum, together with the maturity premium of £1 per 
cent, on May ist, 1957; the first payment of interest at 44 
per cent on those bonds converted will be made on October 
ret, 1957. Acceptance of the offer of conversion will not 
involve any break in the holders’ encashment rights. If the 
offer is not accepted, interest on the maturing bonds will 
cease on the tenth anniversary of the date of purchase (in 
the case of subscription issue bonds) or on May 1st, 1957 
(in the case of conversion issue bonds) 

The terms of the new conversion issue bond will 
be the same as those of the 44 per cent Defence Bonds 
currently on sale, except that interest will be payable 
on April 1st and October rst. The full conversion 
terms will be given in the prospectus and notice 
which will be issued to individual holders on Deceni- 
ber rsth, 1956, together with forms of request for 
conversion and forms.of authority for repayment for 
the use of holders who do not accept the conversion 
offer. The list of acceptances of the conversion offer 
will be closed on January 15th, 1957. 

Apart from bonds inherited from а deceased holder, the 
maximum amount of Defence Bonds that a person may 
hold, either solely or jointly with any other person, is £2,000 
31 per cent Defence Bonde (Subscription Issue), £1,000 
4 per cent Defence Bonds (Subscription Issue), £1,000 
4$ per cent Defence Bonds (Subscription Issue), and £3,500 
in the aggregate of all other issues of Defence Bonds, in- 


cluding the present issue of 44 per cent Defence Bonds: 


(Conversion Issue). 


Our Weekly Problem 
No. 147: PAYING THE RATES 
I didn’t know that rates were ever paid quarterly, 
said Charles Sidate. ‘One or two boroughs have the 
sense to collect their rates that way,’ said Mr L. U. 
Sidate. 
Charles had been instructed to examine the costs 
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of ‘Cats Cradles Ltd’ since they moved into .their 
new premises on July ist, 1954. Rates charged in 
the accounts for the half-year to December 3135, 
1954, were £90, for the year 1955, £195, and, in- 
cluded in the estimates for 1956, £230. Rates were 
payable quarterly in advance. The 50 per cent 
increase in the rateable value of the premises in 
1956-57 was partly compensated by a reduction of 
45 in the гаје, 

What is the present rateable value? 

The answer will be published next week. 


ANSWER TO Мо. 146: FARE ENOUGH 


If the railway return fares are x pence from London and 
у pence Bi , and if there are a London 
directors and b Birmingham directors, then x and y are 
even numbers and 

ax + by = b(x + y) + 822 

“.жа— b) = 822 = 3 X 2 X 137 

га —5 = 3 
х == 274 

Тће single fare from London is 112 5d. 


SEVENTY-FIVE YEARS AGO 
From Uhe Accountant or DECEMBER ІОТН, 1881 
Extract from leading article entitled , 
Вила or SALE 


E small, and what we mca medium, insolven- 
cies, as compared with the collapse of large mercantile 
concerns, probably no questions arise with greater 
frequency than those connected with bills of sale. This 
sort of accommodation is resorted to by honest and 
dishonest debtors alike, and, as the property com- 
prised іп the bill of sale very often represents the 
major part of the debtor’s assets, it is important that 
accountants engaged in this branch of business should 
be able to form what we may call a rough and ready 
opinion as to the validity or otherwise of the transfer 
thus made of the debtor’s property. And with this 
view, it is absolutely necessary that the trustee should 
keep himself au courant in regard to the decisions on 
the Bills of Sale Act of 1878. 

The bulk of these decisions have had relation to the 
eighth section of the Act, which declares, inter alia, 
that every bill of sale “shall set forth the consideration 
for which such bill of sale was given": and an immense 
amount of legal ingenuity has within the last year or so 
been bestowed upon the question of what is or what is 
not a true statement of the consideration. In fact, 
since the time of the famous statute of Queen Bess 
“for the avoiding of feigned and fraudulent grants and 
alienations devised to delay or defraud creditors,” 
the question of good consideration has bothered the 
lawyers, and is still cropping up in one guise or 
another in these bills of sale cases. 
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A GUIDE FOR BANKERS 


HEN .a banker contemplates lending money to a 

customer, there are generally three basic factors which 

he must consider. He must satisfy himself, in the first 
instance, as to the good standirig of the borrower who should be 
able to deposit reasonable security and to repay the loan from 
his own readily available liquid resources within a reasonable 
period of time. Secondly, the banker must verify that the proposed 
advance is for a sound commercial purpose as opposed to unduly 
speculative ventures or open gambling. Thirdly, because banks 
are themselves money-making concerns, he must ensure that 
there is an adequate element of profitability in the transaction. 
The exact rate of interest will depend mainly on the circumstances 


` of the two previous factors but it certainly must yield an economic 


return. | 

It has been said that lending money is an art rather than a 
science and that, in order to decide whether or not to grant credit 
facilities, the successful banker must be able to judge his customer's 
character as accurately as he can interpret his financial accounts. 
This is true, but the two assessments should always be regarded 
as complementary a and not, as is sometimes imagined, antithetical. 
А man is known,:commercially as well as socially, by the company 
he keeps, and the quality of the financial accounts he produces 
may well be an, excellent pointer as to his character. 

То help bankers when appraising financial statements to under- 
stand fully the importance and significance of audits and audit 
reports, the American Institute of Accountants has recently 
issued a booklet, in question and answer form, explaining the 
auditing standards observed and auditing procedures applied 
which enable accountants to form an opinion on a company's 
trading outcome and on its financial position; and, also, emphasiz- 
ing the responsibilities assumed by accountants when they express 
an independent opinion on the Statements which they have 
audited.! 

'The point of the publication, in essence, is to ble clear that 
an audit is not merely a routine exercise in vouching, posting 
and adding but an operation calling for the exercise of trained 
professional skill and expert independent judgment. Accountants 
éhemselves may be tired of hearing and reading this definition 


` of their work, but until it is universally known and accepted – and 


that time has not yet come – business-like missionary booklets 
such as this, reiterating the essential truths about the profession, 
will continue to be welcome. 





1 40 Questions ‘and Answers about Audit „Reports. (American In&titute of 


_Accountants, New York 16, N.Y.) 
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INLAND REVENUE AUDIT 
EVASION AND THE CASH BASIS 


HE Inland Revenue drive against fraud 
and evasion continued unabated during 
1955-56, according to figures published 
in the report of the Comptroller and Auditor- 
General on the departmental accounts for that 
year. The number of cases dealt with fell from 
19,663 to 16,116, but the total charges raised 
were up from £20,587,922 to {22,661,950. In 
general, the larger cases take longer to settle and 
the indications are that the smaller ones have been 
disposed of and the hard core of difficult cases is 
receiving close attention. Settlements by the 
Enquiry Branch, included in the above figures, 
rose from 428 to 534, with a quite remarkable 
increase in the total charges raised, from 
5,253,177 to £7,450,238. 
A comparative table of back duty settlements 
in the last four years is given below. 5 
Penalties 


Year ended Number of Total charges _ 
March 31st cases lier - included 
+ 
1956 16,116 22,661,950 8,490,973 
1955 19,663 20,587,922 8,420,419 
1954 18,144 20,381,870 — 7,555,342. 
1953. 9,836 11,045,412 3,865,219 


In addition to the above cases, local Inspectors 
effected 35,183 settlements relating wholly, to 
income tax on untaxed interest, allowances, etc. 
which in 1955-56 brought in £1,018,282. . 

There was a further fall during 1955-56 in the 
amounts of tax outstanding, except in the case of 
surtax. Тће persistence of this movement over 
the last five years is shown by the following table: 


Accounting Income Tax Excess 
Period excluding Profits Profits · 
endedin | P.A.Y.E. Surtax Тах Tax Total 

£m. £m. fm. £m. 
1955 414 74 77 37 602 
1954 425 71 9o 57 643 
1953 460 7o 106 89 725 
1952 456 69 135 129 789 
1951 445 69 139 181 834 


A sum of the magnitude of £602 million seems 
a very large amount to be outstanding, but it 
includes provisional assessments and assessments 
under appeal. The report says that the Inland 
Revenue are satisfied that £146 million of this 
total will have to be discharged eventually. Prob- 
‘ably less fhan {200° million will prove to ђе 
actually collectible. 


The Auditor-General makes some interest- 
ing observations about the cash basis of comput- 
ing profits. He points out that the Income Tax 
Acts do not specify the method by which annual 
profits or gains from a trade or profession are to 
be calculated for tax purposes. Observing that the 
cash basis is applied to. the accounts of many 
professional men, he adds that this basis is neces- 
sary in the case of barristers because their fees 
are in the nature of gratuities and are not earnings 
for which they can sue. Where the cash basis is 
applied, all receipts after the taxpayer’s death or 
retirement escape taxation. If the assessment is 
made on the earnings basis, the belated receipts 
that escape tax would normally be confined to 
amounts which could not ћауе, been brought in 
owing to their contingent or uncertain nature; 
‘the Courts have decided that the account can be 
reopened to let in what is analogous to a trade 
debt at the figure actually received’. 2 

Since 1947 departmental instructions to tax 
Inspectors have directed them to require a pro- 
fessional man (other than a barrister), who is per- 


mitted to adopt the cash basis, to give a written 


undertaking that he will issue bills for services 


'rendered or work done at regular and frequent 


intervals. Test examination by officers of the 
Auditor-General’s branch have brought to 
light difficulties experienced by Inspectors in 


. assessing income in a number of cessation cases 


where the cash basis had been adopted. When 
the Auditor-General raised the matter, the 
Inland Revenue said that the cash basis saved a 
lot of work and taking one year with another, did 
not involve the department in much loss, pro- 
vided that bills were sent out regularly and undue 
credit was not allowed. In any case the loss of 
revenue was less than might be supposed since 
the department insisted on the earnings basis in 
the earlier years (except for barristers), with the 
result that nfuch of the income was then taxed 
twice over. 

Finally, the Inland Revenue expressed the 
view that it would not be practical to abolish 
the cash basis by administrative action; legislation 
would be needed, and had in fact been recom- 
mended by the Royal Commission. 


December 15th, 1956 


THE ACCOUNTANT 


611 


DOCTORS' ACCOUNTS 


by H. E. LITTLE, C.A. 


HERE a doctor has professional earn- 

ings which are assessable under 

Schedule D he will usually employ an 
accountant to prepare the annual accounts and 
to agree taxation liabilities. 

The average doctor is a busy man who 
invariably knows little about book-keeping 
and may not be very good at keeping his financial 
records in order. There will seldom be anyone 
in his employment who can do much more than 
keep a petty cash-book. А doctor's accounts, 
therefore, will often have to be prepared from 
records which in varying degrees are incomplete. 

The accountant's first task will be to-explain 
to his client the simple arrangements which 
should be adhered to, if the essential facts and 
figures for the annual accounts are to become 
available, almost automatically, at the end of the 
financial year. If these arrangements are to work 
successfully they must be designed so as to give 
the minimum of trouble to the doctor. The ac- 
countant will find that this extraction of essential 
information is the major problem. 


Book-keeping Records 
It is almost always a waste of time to try to 
introduce any full-scale system of double-entry 
book-keeping. A simple system of book-keeping , 
for a doctor in practice which has. proved itself 
well over a period of years has pen based on the 
SIUE original records: 


(1) A practice bank account, and careful filing 

^. of passbook sheets. 

(2) А private fees book, in which are recorded 
all fees received from private patients 
whether by cheque or in cash. 

(3) А petty cash-book. 


(4) The careful and complete filing of the 
following original documents: 

(a) Every covering letter, statement, 
voucher, etc., which supports any 
receipt of income from any of the 
authorities under the National Health 
Service. 


(b) Every invoice and receipt in respect of: 
(i) Expenses of the residence. 
(ii) Car expenses. 
(iii) Expenses at any 'sumgery or con- 


sulting room elsewhere than at the 
residence. 

(iv) Any other expense which can have 
any possible connection with the 
activities of the practice. 

(9 Less essential, but useful if they can be 
made available: 
(1) Paying-in counterfoils. 
(ii) Cheque counterfoils. 
(iii) Returned cheques. 
` Under this system the only books of account 
which have to be written up by the doctor, or by 
his secretary, are the private fees book and the 
petty cash-book. Sometimes it is best that the 


‘petty cash-book should have no analysis columns 


at all, and the accountant then does the classi- 
fication himself. 

In other respects all the doctor has to do is to 
retain all his papers so that none of them is 
missing at the end of the year. What is important 
is that the records should be complete, and it 
does not matter too much whether or not papers 
are filed in good order so long as they are there. 
Many doctors put everything into a box or a 
drawer of the desk and produce the contents to the 
accountant once a year. If this method achieves 
a 100 per cent recording, it will suit the account- 
‘dnt’ very well, and it will not take him long to 
sort everything out into the order he wants. 
But if any papers are missing there may be delay 
and expense. 

Practice Bank ГОРЯ 

If the doctor can be persuaded to keep (1) a 
practice bank account, and (2) a private bank 
account, it will assist the accountant in his work; 
although it is not an essential arrangement, and 
may indeed be superfluous in simple cases. It is 
particularly useful, however, where there is a 
considerable income from property, dividends, 
etc., as this can all be kept separate in the private 
account. 

The expenses of the residence and payments 
of taxation can go through either bank account, 
but the client should be asked to put particular 
items of expenditure always through the one 
account, or always through the other: Naturally 
the accountant will make sure that nothing has 
gone through the wrong account, and in pre- 
paring the accounts he will make Such adjust- 
ments in this respect as may be necessary. . 
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Earnings . . . 
Earnings from the National Health Sen can- 
in all cases be vouched with the covering letters 
and statements which accompany the remittances. 
Earnings from private patients.should have been 
récotded in the private fees book. 

If the doctor will agree (a) to pay into the bank 
all fees received in cash from private patients, 
and (5) to draw out again what is required to 
meet cash outlays, the accountant’s work as 
always will be much facilitated, but this may “be 
too much to ask for. 

If fees outstanding at the end of the financial 
year are brought into the accounts this will 
present difficulty only in the comparatively few 
cases where there is still a large private practice. 
Bills are usually sent out at the end of éach 
quarter and there should be a record of those 
sent out. An alternative course is to include as 
debtors all private fees received during, say,. the 
first month or six weeks of the new financial year. 


House Expenses 
A doctor who bas a surgery or a consulting room 
at his residence will be able to claim, as a practice 
expense, part of the cost of running the house, 
and the extent of the claim (or the 'practice 
proportion") will vary according to the circum- 
stances. 

At one extreme there is the general ПИ 
who has his main surgery at his residence, and 
who has a large practice. In his case, the practice 
proportion may be sometbing between one-third , 
and two-thirds of his total house expenses. At 
the other extreme there i$ the doctor who has.a 
main sürgery or a consulting room somewhere 
else, but who sees some of his patients at home 
or has a study or laboratory there where he works 
in the evenings on matters connected with the 
practice. In these latter circumstances the claim 
for house expenses has to be for a smaller pro- 
portion, but provided the number of patients 
who are seen at the house is material, there should 
still be a claim for one-sixth to one-quarter of the 
expenses. 

'The claim should include: (1) rent or net annual 
value; (2) rates and water; (3) heating -and 
lighting; (4) fire insurance; (5) window cleaning; 
(6) repairs and redecorations; and (7) part cost 
of the maintenance of the garden. In addition, 
the claim should include a proportion of the 
wages, keep and National Insurance ctntribu- 
tions of any domestic servants. i 

The practice proportion does not have to be 
the same for all these items; the charge for heating 
and lighting, for instance; should sometimes 
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represent a higher proportion of total cost than 
in the case of the other items, and the charge 
for the maintenance. of the garden is usually no 
‘more than a nominal sum to cover the cost of 
keeping the front garden neat and tidy to a 


reasonable degree. 


Subject to variations of this kind for particular 
expenses, the overall practice proportion should 
reflect the use to which the different rooms аге 
put and their relative size. Some rooms are used 
wholly.for the practice, some are wholly private, 
and others are used for botli purposes at different 
times. The use of such accommodation as halls; 
corridors, stores, washrooms and lavatories should 
bé brought into the calculation; the garage, in most 
cases, is applicable almost wholly to the practice. 

It is usually best not to try to allocate repairs 
and redecorations between the private and the 
professional parts of the house. Indeed, it is 
often impossible to do this, and it is much easier to 
ascertain the total expenditure under this head 
and to claim the agreed practice proportion of it. 
The private proportion of the expenditure will 
be available for use in a.maintenance claim. — ' 

The wages etc. of any servants there may be 
should be allocated having regard to the services 
they provide. It is often found that the servants' 
wages can conveniently: follow the practice 
proportion which has been established for the" 
other house expenses. 


b: s Car Expenses | 

The proportion of the car expenses which can 
be claimed as an expense of the practice will vary 
according to the circumstances. Where the doctor 
has his surgery or consulting room at his residence . 
and he has a high professional mileage through- | 
out the year, the allowance for tax purposes 
can be as much as 95 per cent of the running ` 
costs. The same proportion will apply to the 
capital allowances or, where the system is in use, 
to the cost of replacement. 

Where two cars are kept, the question will arise 
as to the extent of the use of the second car by 
the doctor's wife or by other members of his 
family, and it will often be necessary to accept 
in respect of this second car a much smaller- 
practice proportion. 

The costs applicable to each car should be · 
ascertained separately where it is possible to 
do so, but the records may not distinguish 
sufficiently between them as regards repairs and 


"petrol. It will then be necessary to average the 


allowable proportions, care being taken to bear 
in mind the relative sizes and annual mileage of 
the two cars. | 
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"Wife's Salary : 
It is a question of- fact whether a doctor's wife 
is entitled to à salary from her husband for her 
services to the practice, and the amount. of the 
salary should reflect the extent of her work. 

Where the doctor works from his residence, 
his wife will almost always be drawn into the 
professional activities and will doubtless have to 
admit patients, deal ‘with the telephone, and 
possibly clean or help to clean the surgery and 
‘the waiting-room. Often she assists with the. paper 
work. Where the wife is active in the practice to 
this extent, it is customary for her to be given a 
salary in respect of her part-time services — 
possibly £3 a week—and the Revenue will 
normally be agreeable to this when the circum- 

“stances have been explained. Even where other 
staff are employed by the doctor (secretary/ 
receptionist etc.) it should be remembered that 
such employed persons will normally be present 
only between certain hours. 

If a materially larger salary is to be claimed for 
the wife it will usually be necessary to show either 
that she has special qualifications or that she 
definitely does work long hours in the practice. 
For instance, she may herself be a doctor, or a 
trained nurse or dispenser, or she may have been 
a des secretary/receptionist before her 


The Бла вћоша pay his wife her salary 
each week or month just as though she were an 
ordinary employee and quite separately from any 
arrangements there may be for housekeeping 
money. She should also be included in the 
P.A.Y.E. documentation. 


Other Professional Expenses 

Drugs, dressings, etc. 

With the National Health Service in operation, 
the expense in respect of drugs, dressings, etc., 
is much less than it used to be, except where the 
doctor does some of his own dispensing. The 
whole expenditure under this head will be an 
allowable charge for taxation purposes, although 
the accountant should make sure that the charge 
excludes the pharmaceutical requirements of the 
doctor and his family. 


Locum tenens 

The salary, car allowance and (where applicable) 
the ‘keep’ of a locum is in total an allowable charge. 
In the case of partnerships, the deed may have 
something to say about the incidence of the charge 
between the partners – particularly where a 
partner has been away ill - and this point should 
be watched. А 
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Wages and salaries m | 

'The wages and salaries of "— of thé : 
practice should be increased by any element. of 
‘keep’ or.'part-keep' which may ђе. provided. 
Telephone 

The telephone at the residence is a practice 
expense, although it is usual to add back a small 
proportion or a round sum as a notional allow- 
апсе for private use. 
Postage and stationery | 

Expenditure in respect of postage and stationery 
is allowable. Stationery is usually vouchable; 
but postage often has to be estimated after 
discussion with the doctor. In the case of special- 
ists and consultants it can amount to a considerable 
sum. . 


Tnstruments 

The replacement and cleaning of instruments and 
equipment is usually dealt with on the replace- 
ment basis. Sometimes heavier equipment is 
involved on which capital allowances can be 
claimed. 


Laundry 

This charge can vary greatly between one practice 
and another and it can be particularly heavy in 
.dental practices. Care must be taken to exclude 
the private laundry charges. 

‘Waiting-room papers 

“The cost of papers and periodicals for the waiting- 
room should be claimed as a practice expense: 


“Waiting-room flowers 
"Where flowers are bought and put in the pro- 
fessional rooms they are an allowable charge. 
. Where, on the other hand, they are produced 
in"the doctor's garden by his own gardener, 
there may be difficulty in arriving at a suitable 
"charge. It may be that something has already 
been charged in arriving at the practice proportion 
of the house expenses at the residence, and if so 
„а double charge must be avoided. Nevertheless, 
in one place or the other, something should be 
claimed for home-produced flowers which are 
used to decorate the professional rooms. 


Entertaining expenses 

As a general rule it is impossible to obtain tax 
relief on entertaining expenses incurred by a 
general practitioner. А claim can sometimes 
succeed where the doctor is a consultant, and 
-here it can also be argued that the cost of attending 
medical functions is an expense incurred in main- 
taining status in the profession —there being a 
direct link between status iude prices 
earnings. . : 
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Professional subscriptions 

* Subscriptions to the many medical associations, 
learned societies, defence unions, etc., are 
chargeable. So are subscriptions to professional 
periodicals and the maintenance of a medical 
library. 

Replacement to furniture and equipment 

Provided the expenditure is on replacements a 
claim should be made for all items of furniture, 
carpets, curtains, etc., which are used in the 
professional rooms. 


Superannuation | 

A doctor's earnings from the National Health 
Service will be received by him net, after deduc- 
tion of his contribution to the superannuation 
scheme. Doctors who joined the National Health 
Service in July 1948, did have an option to remain 
outside the superannuation scheme on certain 
conditions relating to private assurance policies, 
but there are not many in this category. The 
contributions of those within the scheme amount 
to 6 per cent of net remuneration (i.e. gross 
remuneration less any notional allowance for 
practice expenses). 

The normal accountancy and tax treatment is 
to add back the superannuation into the remunera- 
tion and to bring this into the accounts at its 
full value. The superannuation is then claimed 
as a deduction in the tax return. 

The alternative treatment is to bring the 


remuneration intó the accounts after deduction . 


of superannuation, but this appears to be an 
uncommon arrangement and there is the dis- 
advantage that the accounts do not show the full 
earnings. Where the practice is growing, and when 
assessments are on the preceding year's basis, the 
first treatment is better from the taxpayer’ S 
point of view. ` 

'The first treatment (the adding back of the 

superannuation) should be adopted where doctors 
are in partnership because of the different ways in 
which they can elect to share the superannuation 
benefits and contributions. The arrangements 
were changed recently and from April 1st, 1956, 
the partnership remuneration of doctors, in 
partnership (on which the superannuation benefits 
and contributions are calculated) will be divided 
equally between them for superannuation pur- 
poses unless they choose one of the ie 
alternatives: 

(1) their total superannuable НЕ 
from executive councils can be allocated 
betwee& them on the basis of their indi- 
vidual shares in the partnership profits; or 
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(2) the same, but adjusted to take account of 
superannuable ‘remuneration received by 
any of the partners from any superannuable 
health service employment other than as a 
practitioner on the list of an executive 
council. 


Partnerships 


Where doctors are in partnership, the financial 
arrangements and the annual accounts must 
follow the partnership deed, the financial clauses 
of which should be kept as simple as possible. ` 

А partnership bank account will be essential 
and all earnings which come within the terms of 
the partnership should be paid regularly into this 
account, including all fees which are received 
in cash by any of the partners. 

In a medical partnership the arrangements 

normally envisage two distinct ‘tiers’ of expenses: 
(1) expenses incurred by the partnership as a 
whole, and (2) the personal professional expenses 
of the individual partners. The expenses which 
come into the first category (partnership expenses) 
will be chargeable against the partnership earnings 
as a whole and it will be the resulting surplus 
which has to be divided among the partners in 
the proportions provided for in the deed. The 
second category of personal professional expenses 
will then be charged against the. share of the 
partner who incurs the expense, and will go to 
reduce the firm's assessable profit and his share 
of it. 
If difficulties and argument between the | 
partners аге to be avoided, it is best to restrict 
the partnership expenses to as few items as 
possible; this leaves it to each partner, as regards 
the remaining expenses, to be economical or the 
reverse as he sees fit having regard to his private 
financial position and responsibilities. 

In most cases, however, there are certain 
expenses which have to be borne by the partners 
as a body. Such expenses will include, for 
instance, the running costs of a central surgery, 
the salary of a secretary or receptionist who works 
for all the partners, the remuneration of an assist- 
ant (unless he helps one partner to an exceptional 
extent), the outlay on drugs, dressings, etc., and 
the accountant's fees. In particular cases there 
will be other expenses that have to be brought ~ 
into the category of partnership expenses. 

The point can be put another way by saying 
that where the scale of expenditure in any 


direction is to a material degree at the discretion 


of the individual partner, it is best that he should 
bear the charge out of his personal share. Ex- 
amples of expenditure of this kind include: the 
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professional proportion of the expenses of his 
residence, his car running costs and capital 
allowances, professional subscriptions, medical 
books and periodicals, and replacements of 
personal medical equipment and furnishings. 


Partnership Bank Account 
The partnership bank account will therefore 
record on the one side the whole of the partner- 
ship earnings, and on the other, all the partner- 
ship expenses which are not charged to individual 
partners. The doctors should be asked not to 
pay any of these partnership expenses privately, 
and not to pay any of their personal professional 
expenses with cheques drawn on the partnership 
bank account. The balance remaining on the 
partnership bank account will be available for 
the partners’ drawings, and these are usually 


made once a quarter soon after the arrival of the - 


National Health Service cheques. 

Where there has been a recent change in either 
the constitution of the firm or in the proportions 
in which profits are shared, it will be necessary 
for the accountant to apportion both the earnings : 
and the partnership expenses to the periods in 
which they were respectively earned or incurred, 
во that the surplus for each period can be allo- 
'cated correctly to the partners concerned. 


Partnership Income Tax 
It is seldom that doctors can be persuaded to pay 
the Schedule D tax liability with a cheque 
drawn on the partnership bank account. They 
almost always prefer to draw out, in full each 
quarter, their share of the surplus and to pay 
personally their own part of the TAE 


Drawings 
Doctors in a partnership, when they see the 


firm's annual accounts, are chiefly interested 
firstly in the balance at the bank and, secondly, 


their share in it. They are much less interested : 


in the concept of a balance on their capital or 
drawings account. 

It may therefore be helpful, especially where 
the accounts are made up to the end of a quarter, 
to treat a3 cash at the bank the National Health 
_ Service cheques for the finale quarter which 
come in a day or so later. An adjustment of the 
bank balance can be made the opposite way in 
respect of creditors who are paid within the 
first few days of the next financial year. This 
treátment helps to bring the apparent bank balance 
into line with the sum the doctors will expect to 
be able to draw. 
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It is advisable to keep the balances available , 
for drawings in proportion to the respective 
shares in the partnership, and the accountant 
can often assist here by producing figures each 
year of the adjustments which should be effected 
to correct the position in this respect, each 
partner being told how much to underdraw or 
overdraw at the next following drawing. i 


Form of Accounts 


Beenie of the division of the expenses into two 

categories, the profit and loss account of a 

medical partnership is usually prepared in two 
ез. 

The first stage records: (1) the earnings, (2) the 
partnership expenses, and (3) the allocation of 
the resulting surplus among the partners in the 
profit-sharing ratio. . 

The second stage is in columnar form (a column 
for each partner and a total column) and it 
begins with the surplus figures arrived at in the 
first stage. The personal professional ex 
are then charged under convenient heads, for 
instance: the professional proportion of the 
expenses of the residence; the car expenses; and 
the personal general practice expenses, further 
sub-divided as may be convenient. The final 
"balances will show the profit of the firm, and the 
‘allocation of it among the partners. | 

A balance sheet can be provided if it is thought 
"desirable to do so, but where almost all the assets 
'émployed in the practice are owned by the 
‘individual partners (as is usually the case in 
medical partnerships) a balance sheet is often 


“dispensed with. Instead, the accountant provides 


'a'columnar summary of the partnership bank 
account which begins with the opening balance 
and the shares in it of each of the partners, goes 
.on to record the earnings, partnership expenses, 
superannuation and drawings during the year, 
"and ends with the balance at the bank at the end 
of the year and the shares in it of the individual 
partners. Many doctors prefer the position to be 
presented to them in this way and they find it 
much easier to understand than a normal balance 
sheet. . 

The accountant who is lucky enough to have 
clients who are doctors will find that almost all 
of them are pleasant people to work for, and that 
the work itself can bring before him interesting 
points of accountancy and taxation. In addition 
‘he will more often than not find himself called 
on to give advice on all sorts of general financial 
matters, and he will come to look on his doctots 
as among his most valued clients. +> 
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AFRICAN COMMENTARY —II 
by ROBERT E. ELLMER, M.A.(Cantab.), A.C.A., А.С1.8. 
Senior Lecturer in Accountancy at the Royal Technical College of East Africa. 


Cambridge University Local Examinations Syndicate Examiner in Accounts 
and Commerce to thé Sudan Government 


Capital Investment in the Belgian Congo 
HE Industrial Review of Africa (August 
· 1956) states that: ` 
‘in a recent issue of its bulletin, the Banque 
du Congo Belge et du Ruanda – Urundi endeavours 
to estimate the value of the capital investment 
in the Belgian Congo, and of the respective amounts 
. contributed thereto by Belgium, the Belgian Congo, 
and foreign countries’. ` 
Figures of astronomical magnitude inevitably 
follow, from which it appears that the three 
sources mentioned have contributed some 92,900 
‘million Belgian francs in the proportions of 67, 
21 and 12 per cent respectively. 

The meaninglessness of isolated size is, how- 
ever, relieved by the addition of interesting trend 
details, which indicate that yearly investment has 
grown from 1,000 million francs before 1928, 
‘to 1,200 million francs in the period 1928-38, 
1,500 million francs in the period 1938-48, 


culminating in an enormous increase in the period , 
1948-53, when the average yearly investment · 


reached 9,000 million francs. 
‘Finally’ concludes the statement, ‘on comparing 


the capital invested and the net internal production, z 


of Belgium and the Belgian Congo, it is noted tha 
per unit produced the capital invested in the oa 
is comparable to that in Belgium.’ 


South Africa and Gold 


‘A realistic appraisement of the extent to which - 


«ће South African economy is dependent upon 


the. gold mining industry is given by Mr E. G. 


-Long-Innes, President of the Association of 
Chambers of Commerce, who, as reported in 
South African Business Bulletin for September, 
‘stated: 

‘We must remember that we cannot afford to 
increase cost structures by virtue of the vulner- 
ability of our basically important gold mining 

' industry to further cost increases, and in commerce 
and industry we have to face up to much more 
severe competition.' 


The influence of the gold mining industry on 


South Africa's economy is again stressed by the- 
‘South African Minister of Finance, Mr J. F. 


Naude, who, as reported in the Digest of South 
African Affairs for October 26th, has announced 
that the United States is to continue its opposition 


to an increase in the price of gold Bo the present 
figure of 35 dollars an ounce.. Defending South 
Africa's attitude, Mr Naude emphasized that his 


country 
‘cannot continue carrying a disproportionate 
burden in maintaining gold production at a level 
necessary for a stable monetary system and that 
unless a price increase was agreed, part of South 
Africa’s gold mining industry would be obliged 
to close down’. 


The disparity between costs and the fixed 


| price of gold had been offset to some extent, by 


the exploitation of uranium as a by-product of 
the gold mining industry, but the gold price 
issue ‘could not be evaded indefinitely without 
serious detriment to the whole fabric of the 


_ international monetary system’. 


Commenting upon the situation, Mr W. 
Randolph Burgess, Under-Secretary of the 
United States Treasury, stated, 

‘While we are sympathetic to South Africa's 
specific problems, it would conflict with the great 
objective of the United States monetary policy, 

. which is to maintain a sound and stable currency 
oor domestically and internationally.’ 


' Taxation in South Africa 


_ The Cape Argus, quoting from Botha’s Automatic 


Income Tax Tables, gives interesting details 
regarding a taxpayer’s position in the Union, 
the liability varying according to the province 
in which he lives. A married man, with no chil- 
dren, earning £1,500 a year pays [114 115 4d in 
the Cape, £107 45 3d in the Free State, £106 5s 4d 


in Natal, and £104 175 2d in the Transvaal. A 


paragraph in South African Business Bulletin 
for September, which also quotes these figures, 
is Headed by the caption "The Costly Capel’. 
The United Kingdom counterpart pays 
£333 16s 8d. 


Alteration in Financing the Four Provinces 
South Africa from Week to Week, in its issue dated 
October 12th, notes the modification which the 
South African Government intends to apply in 
dealing with the subsidies granted to the four 
provinces. The problem has arisen because of the 
differing economic circumstances in which the 
provinces finds themselves. As the report states, 
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serious anomalies. have arisen over the years. 
The Cape Province has the burden of financing 
the education of the vast majority of the country's 
coloured children, as most coloureds reside in 


that province; Natal has the same problem with ` 


Indian education. The Free State has great 
development problems arising from the opening 
cf new gold fields in the northern part of the 
province, problems whose atuteness is enhanced 
by the fact that great numbers of the population 
bave migrated from the Transvaal. 

The Central Government has decided not to 
give the provincial councils additional powers 
of taxation, but to introduce a modified subsidy 
system based upon 1955-56 expenditure, in- 
creased by an additional 6 per cent in respect of 
the amount payable during the first year. 


Stock Control 
The September issue of East African Trade and 
Industry contains the first of a series of articles 
by Mr F. H. White, A.C.W.A., A.LI.A., on modern 
management. 'The opening article, dealing with 
stock control, describes in considerable detail 
the mechanics of establishing the usual records 
required for such purposes, continuing with 
sections on methods of pricing, treatment of 
obsolete and slow-moving stocks, and stock levels. 


Bantu Spending Power | 
The cash spending power of the Bantu in South 


Africa is now noted as a potent factor in the trade : 


of the Union, reports South African Affairs. It 
is estimated that the £150 million a year is ready 
in the hands of Bantus for spending on South 
African goods. The accumulation of this con- 
siderable sum is largely attributed to the ability 
of the Bantu to learn Western skills with an 
astonishing rapidity. Individual earning power 
has in many cases reached a level of £60 a month. 

The information that £40 million is to be spent 
on improving the lot of the Bantu in 1956 is a 
revealing concomitant of the potential spending 
power already noted. The £40 million is to be 
spent mainly on housing, health and recreation. 
Here, indeed, would appear to be adequate 
evidence that East Africa can adopt similar 
policies without fear of the loss of capital involved. 

The Union has in genera] noted a recession, 
and the need to increase productivity is fully 
realized. Concern оуег the price of gold shares 
has resulted in a reduced inflow of British capital, 
and the need to borrow more capital to compen- 
sate for this from other sources, namely, the New 
York market, the World Bank, and Switzerland. 
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Need for Foreign Investment in Sudan 
The need for foreign capital investment was 
stressed by Sayed Ibrahim Ahmed, Sudan 
Minister of Finance and Economics, in intro- 
ducing the first budget after Independence. The 
Minister also stressed the fact that foreign trade 
was vital to the Sudanese economy. The Sudan 
Government has published a development budget 
in which the expenditure of [12 million will be 
incurred in 1956 as.part of the 2445 million 


- allocated for the second five-year plan: 


Rhodesian Finances and Steel 
According to reports in the East African Standard, 
an important new financial institution, Rhodesian 
Acceptances Ltd; has been established in Salisbury 
with the object of conducting business as an 


-- acceptance and issuing house. The new company 


will assist in the promotion and development 
of a short-term money market in the Federation 
of Rhodesia and Nyasaland. · 

Another important event which has just been 
announced in the Federation is the denational- 
ization of the Rhodesian iron and steel industry. 
The Government of Southern Rhodesia has 
reached agreement in principle with leading 
British steel manufacturers and British and 
Rhodesian financial interests. From January ist, 
1957, a new public limited liability company, 
the Rhodesian Iron and Steel Corporation Ltd, 
will take over the responsibilities of controlling 
and developing the Rhodesian Iron and Steel 
Commission (Riscom.). 

The company will be under the control of a 
board ‘of directors in which the Southern 


‘Rhodesian Government will be represented. 


None of the interested companies will have a 
controlling interest. Total development cost of 
the initial programme is estimated at 28 million. 


` Uganda: Auditors’ Certificate Questioned 
It has been reported from Kampala by the East 
African Standard that a motion before the Uganda 
Legislative Council to reject the report and 
accounts of the Lint Marketing Board has been 
defeated. The debate centred round the point as 
to whether the auditors’ certificate should be 
accepted or not, since there appeared no quali- 
fication in the certificate regarding the writing- 
off in 1955 of £5 million which appeared in the 
1954 dccounts as ‘working capital’. . 

The Minister of Natural ено said that 
he felt sure that the professional puditors had 
satisfied themselves as to the correctness of the 
entries before certifying the accounts. 
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ETHICS AND ACCOUNTANCY III 
| PHILOSOPHY AND PRESTIGE 
' by K. L. MILNE, F.C.A.(Aust.), and J. L. RAWNSLEY, A.C.A.(Aust.) 


the ethics of accountancy bodies in many 

countries and showed what importance 18 
placed upon them. In the second article we tried 
to demonstrate the inadequacy of the ethics of 
The Institute of Chartered Accountants in 
Australia (and by implication inadequacy in other. 
countries) and suggested some amendments to 
hem. Jethis article we discuss the prestige of 
accountants and hope to show that ethics is but 
one of many characteristics | which effect that 
prestige. 

|. Webster’s dictionary defines ‘ prestige’ ‘as ‘the 

wer to command admiration’, ‘ascendancy 
Revved ftom general admiration and esteem’, 
‘commanding position in men’s minds’, 

Let us select the first definition, ‘the power to 
command admiration’. Is that really what we. 
seek to achieve? If it is, then we should be careful 
to examine the reasons why we desire admiration. 
If prestige is desired to satisfy our own conceit, 
as professional men are so often accused of doing,’ 


IE the first article of this series we compared 


then we submit that such is a wrong reason. If, 


on the other hand, prestige is desired so that more 
people and organizations will use our services and 
listen to what we advise, then that can be right 
and proper. That would help to make the world" 
of finance the more stable for our being there, and 
our democratic society incomplete without us. 

; Now let us examine some of the criteria or 
characteristics which influence the prestige ‘of 
accountants and determine their power to com- 
mand admiration; they include: community” 
function; sense of mission; degree of intellectual 
skill; voluntary collective organizations; relation- 
ship with universities; philosophy of practice. © 


Community Function 
The prestige of accountants is limited by the 
functions which they are asked to fulfil. 

The overall function of accountancy is made 
up of complementary functions, all of which are 
carried out within the realms of finance. They 
can be divided readily into five groups: А 
` _ The recording function: the province of Ње 

book-keeper;. looking at the past, recording. a 
- story in figures and words. 

. The restyaining function: the field of auditors. 
The*planning function: management account- 
ing; cost accounting; buginess administration. 


The retrieving function: the field of the com- 
pany liquidator; receivers; trustees in bank- 
ruptcy; supervising accountants. 

. The consulting function: field of the specialist; 
valuer of shares; arbitrator; members of Govern- 
ment boards; taxation advisers. 

The prestige of the profession is governed 
largely by the importance which the laity ascribe 
to those functions, and the degree of importance 
attached to them varies according to the times, 
There were accountants before the industrial 
revolution, but they were not accorded one-tenth 
the recognition which is the lot of their successors 
today. 

Sense of Mission 
The origin of the word ‘client’ is; one who seeks 
protection of another; one dependent on another. 

There is, therefore, a great difference between 
a client and a customer, and it'is important that 
a practitioner is able to distinguish between the 
two. А sense of mission demonstrated by the 
practitioners of any calling has a distinct bearing 
upon the prestige of that calling. 

The sense of mission displayed by accountants 
is probably greater when they are looking after 
clients’ misfortunes, than when they are guarding 
their fortunes. Consequently the prestige of 
accountants is high when their association with 
people is close; when the responsibility is great, 
and the remuneration – regrettably – low. ‘Thus 
company liquidators and trustees in bankruptcy 
play a vital part in establishing the prestige of the 
public accountant – a factor which so many over- 
look in times of prosperity. ` 


Degree of Intellectual Skill 
There are three main skills which make up the 
technique of an accountant: arithmetic and 
mathematics; the application of commercial law; 
knowledge and use of the English language. 
Arithmetic and mathematics are used in double- 
entry book-keeping, auditing, system and 
' machine acoeunting, costing and investigation. 
Commercial law and its application to finan- 
cia] affairs applies most to bankruptcy trustee- 
ship, company administration and liquidation, 
taxation consulting. 
The English language, however i is our greatest 
жеароп and perhaps the one with which we 
-are least efficient. 
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Our knowledge and use of mathematics has 
seldom been seriously attacked. On the contrary, 
the use which modern accountants make of 
double-entry book-keeping has earned them 
considerable praise — even admiration. 

Of the second skill - the application of com- 
mercial law — our knowledge has seldom been 
criticized, but we have sometimes been taken to 
task for entering the field of lawyers. T'he dividing 
line between the field òf accountancy and that of 
law may well be the difference between inter- 
preting commercial law and implementing it. 
When accountants try to interpret Ácts of Parlia- 
ment, complex legal documents (and we have yet 
to see a simple legal document!), they usually do 
it badly and our prestige suffers. When we make 
agreements and Acts of Parliament work smoothly 
our prestige is strengthened." 

But it is perhaps in our handling of the written. 
and spoken word that we are weakest. Nothing 
destroys a client's confidence in an expert's 
advice more quickly than receiving it in a badly- 
written letter or report; or in a badly-spokén 
personal discussion, with faulty elocution and 
bad grammar, often interspersed with invective. 
The written and spoken word are two main means 
which we have of conveying our thoughts, 
opinions and advice. How we use those mediums 
has a very large influence on what other people 
think about us. | 


Voluntary Collective Organizations 
Accountancy enjoys the doubtful distinction of, 
possessing an outstanding number of competing. 
societies, institutes and associations purporting 
to protect the public and assist their members. 
Many of the early bodies were influenced by 
geography – societies springing up in Edinburgh, 
Glasgow, Aberdeen; Liverpool, London, Man- 
chester; Quebec, Ontario, Alberta; Adelaide, 
Melbourne, Sydney; and so on. Later many 
societies amalgamated and formed national organ- 
izations. But there was another group of societies, 
blatantly formed to embrace those left out of 
existing bodies and who did not wish to sit for 
an examination. This last group caused, and are 
still causing, a great deal of damage to the dignity 
of professional accountancy. 

For one thing, it contributed to confusion in the 
pleasant custom of quoting descriptive letters 
after one's name. Members of the older profes- 
sions quote letters denoting a university degree or 
post-graduate study and each set of letters means 
something real. For instance, a person with M.B., 
B.S., F.R.C.P. after his name we know to be a 
medical practitioner who is also a Fellow of the 
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Royal College of Physicians. Accountants, on the 
other hand, quote the initials of their collective 
body and sometimes the initials of several 
collective bodies. And there are those who quote 
a string of imposing letters after their names, 
which may merely signify that they have paid 
subscriptions to a number of collective bodies, 
without indicating their experience and training. 
This practice is to be regretted as it must in- 
evitably detract from the dignity of the’ profession 
as a whole. 

Jt is fashionable for collective accountancy 
bodies to have a code of ethics, but it is the extent 
to which these are enforced by positive sanctions 
that determines their effectiveness. Unfortunately, 
ethics are ‘negative, telling us what we must not 
do;. whereas a more positive approach to the 
. things we ought to do —to the way in which we 
should behave – would probably be of greater 
assistance to new practitioners. The existence, 
administration and general performance of a 
collective body is very important, for membership 
of it can be either an honour and a hall-mark of 
respect ~ or it can be the opposite. 


Relationship with Universities 
The general trend in the United Kingdom, the 
United States of America, Australia, and else- 
where, is for accountancy to be taught at major 
universities. At present, however, it is frequently 
called by some other name, as if those in charge 
of the selection of courses are a little ashamed of 
accountancy. In England, such courses are often 
linked with economics or commerce courses, 
while the syllabus can be selected to give a pre- 
dominantly accountancy training. In Australia, 


.the situation is much the same. The University 


of Sydney has a B.Econ. degree; the University 
of Adelaide, a B.Econ. course with a Reader in 
Commercial Studies for those who choose to 
concentrate on accounting subjects. On the other 
hand, the University of Melbourne, where there 
has been a commerce faculty for over twenty-five 
years, not long ago appointed Sir Alexander 
Fitzgerald to a new Chair of Accounting. We 
believe that what is happening in Melbourne will 
happen in other universities, and that accountants 
will develop a philosophy of their own, thus 
becoming ‘respectable’ to the academic mind. We 
believe, also, that the status of accountants will 
be enhanced when B.Acc. degrees and even 
doctorates are available. 


Philosophy of Practice 


Lack of a real philosophy of practice ‘is, we feel, a 
great weakness. in the professional structure of 
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accountancy and, to.many, a source of regret. 

Philosophy may be called the search for a 
formula to minimize the conflict between 
materialism and idealism. And in no profession 
is this clash more marked than in ours, dealing, 
as we do, in the ever-troublesome commodity 
of money. 

Let us choose three aspects of public practice 
to illustrate the need for strengthening the 
accountant’s philosophical approach – indepen- 
dence, remuneration and liability to third parties. 
Independence 
It is во easy to talk about independence, yet it is 
во difficult to achieve. Independence comprises 
more than refraining from advertising, or obeying 
the written code of ethics. For instance: 

. How do accountants fulfil their professional 

obligation to serve rich and poor alike? . 

Do practitioners accept remuneration from 
. clients only? 
How many accountants have a financial 
` interest in clients’ affairs? 
How do public accountants carry on when 
acting for competitors? 
Do public accountants refrain from pur- 
chasing from clients on specially favourable 
| terms? " 
What is one's attitude to loop-holes in the 
law? 
What does one do when a client is uic 

the law? T 

'These, and many more, problems come iu 
in everyday practice, and the way in which we 
meet them has a big influence upon tbe layman’: 8 
attitude to public accountants as a group. 


Remuneration 


A great deal more thought and training could be 
given to what an American once called ‘the gentle 
art of feeing'. We believe each young practitioner 
should have instruction in: how to agree on a fee; 
factors in arriving at a fee; the value of 'experi- 


ence’ in a fee; how to explain the cost of his: 


services; methods of charging fees; methods of 
payment; the keeping of time records and office 
books; the correct use of minimum and maximum 
fee scales; the effect of fees on staff salaries. 

- How he handles those. matters directly affects 
his own success, the success of those working 
with him, and the dignity of his calling. | 
Liability to third parties 

We believe that an accountant's liability to third 
parties is ртёаѓег than in medicine, law or engin- 
eering. We think’ the publié feel that too. ‘The 
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position in British countries is governed by the 
Candler о. Crane, Christmas case where it was 
decided by a majority ruling (Mr Justice Denning 
dissenting vigorously) that accountants have no 
legal liability to third parties, but only to their 
clients. From a similar case recently (June. 1955) 
in the United States, C.7. T. Financial Corporation 


, v. Barrow, Wade, Guthrie & Co, it appears that 


the law may alter. We believe that it should, that 
it will, and that when it does, our presta will 
be increased. 


The Philosophical Approach 

All that we have discussed in this series of articles 
underlines the fact that we, as accountants, owe 
a duty to society — to the community in which we 
live, and to the world at large. One must realize 
that the accountancy profession, and, indeed, the 
professions as a group, are an integral part of our 
democracy. The fact that the professions exist, 
that practitioners are independent, honest and 
reliable, is one of our greatest freedoms in a 
complex way of life. 

Our duty as accountants is во often shown 
towards material things, such as factories, ware- 
houses, railways. Whereas our real duty is to 
people, and the effect which financial problems 
have on their lives and the lives of their families. 

We meet many people in the course of our 
work, yet we have very little influence upon them. 
Too often people are regarded by us as just a 
payroll analysis, or subjects of time and motion 
study. What do we know or care about the 
instincts and motives that form the basic piyeho- 
logical needs of people? _ | 

At no time in our.course of training do we learn 
about industrial psychology. We have learned, or 
are learning, to measure profits, to forecast costs, 
to determine taxable income. But how do we 
measure success? This is important because out 
striving for success influences our behaviour. 
Accountants in general normally measure success 
in material things: in gross fees, in the number on 
the staff, in popularity and wealth. But those are 
not the attributes which will stand the test of time. 

Personal ambition, or the search for material 
success breeds jealousy, bitterness, dishonesty. 
Can we replace them with . positive forces ol 
respect, аНесцрп, unselfishness and team-worki 
Why not? Our work would be so much more 
effective if we.did..Our prestige would be 
infinitely greater if we did. People's attitude to us 
will be just as positive as our attitude to our work. 
to each other and to them. 

. History shows us, however, dat: to be really 
positive we meed a philosophy, а tradition and : 
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belief in our calling. А written code of ethics forms 
a part, but only a part, of that philosophy. ` 

It is our belief that the future status and 
standing of accountants depends not only on the 
development of techniques, but also upon the 
development of a solid, profound, and courageous 
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philosophy — one which the organized profession 
is prepared to design, to commit to paper, to 
teach, and to practise. _ | 

Therein lies the secret of prestige: not in the 
search for power to command admiration; but 
in a genuine attempt to justify respect. 


WEEKLY NOTES 


: The Council of the Institute 

We have pleasure in presenting with this issue a 
reproduction of a photograph of the Council of 
Тће Institute of Chartered Accountants in England 
and Wales taken prior to its meeting.on November 
7th, 1956. Messrs D. V. House, C. U. Peat, M.C., 
M.A, L. W. Robson, G. F. Saunders and K. G. 
Shuttleworth unfortunately were unable to attend. 

Included in the photograph are Mr S. W. Cornwell 
and Mr P. M. Rees, м.с., who retired from the 
Council during the year. Two other members who 
also retired this year, Mr E. С. Turner, M.C., and 
Sir Nicholas Waterhouse, K.B.E., M.A, were .un- 
avoidably absent.» · 


Mr G. R. Freeman Resigns from the Council 
The resignation of Mr G. R. Freeman, F.c.a., from 
membership of the Council of The Institute of 
Chartered Accountants in England and Wales was 
received with much regret at the November meeting 
of the Council, reported elsewhere in this issue. 

Mr Freeman, still a most active man at the age of 
81, is the senior Past President of the Institute and 
has been a member of the Council since February 
1915. He was admitted an Associate of the Institute 
in February 1897, elected a Fellow in January 1909, 
and is senior partner in the firm of Gane, Jackson, 
Jefferys & Freeman, Chartered Accountants, of 
London. . ' | | 

During many years of devoted work on behalf of 
the Institute, Mr Freeman was Vice-President in 
1924-25 and President in 1925-26. He has served 
on a large number of committees of the Council: 
the Applications, Examination, Library, Investi- 
gation, General Purposes, and. Parliamentary and 
Law Committees. He was, chairman of the Examina- 
tion Committee from 1922 until 1931, of the Library 
Committee from 1933 until 1936 and of the Parlia- 
mentary and Law Committee from 1936 until 1944. 

Mr Freeman has also served ав a member of many 
sub-committees-and has acted as representative of 
the Institute on the Trustee Savings Banks Inspection 
Committée, the Council of the Londpn Chamber of 
Commerce, the Royal Society of Arts Examinations 
Committee and the Board of Governors of the City 
of London College., 

Since 1935 Mr Freeman has been President of The 
Chartered Accountants’ Benevolent Association, for 
which he has done a great amount of work, and he 
continues to hold that office. . * | | 


War Damage Value Payments as Trading 
` €i  Receipts 

The Court of Appeal has allowed the Inland Revenue 
appeal against the decision of Upjohn, J., in London 
Investment and Mortgage Co Ltd v. C.LR., reported 
in our issue of August 18th, 1956. The result is that 
the company is required to bring into account as a 
trading receipt the value payments made to it under 
the War Damage Acts, 1941 and 1 3. 
-` The company was admittedly d in property. 
During the war some of-its properties were damaged 
atid destroyed by enemy action and it received value 
payments from the War Damage Commission. Some 
of the properties were disposed of and the remainder 
continued to form part of its stock and were either 
being rebuilt or were to be rebuilt, Money spent on 
making good war damage was charged against a 
suspense account into which the value payments 
had been placed. n 

The Master of the Rolls giving judgment said that 
where property forming part of the ing stock 
was damaged so that its value was reduced, then for 
ordinary accounting and ‘tax p the reduced 
value would be taken, and this would be reflected 
in the amount of taxable profit.. The provisions of the 
War: Damage Acts did not affect the prima facie 
principle that compensation receipts for loss of stock- 
in-trade were receipts of the trade. (The Times, 
December 7th, 1956.) | 


Meaning of ‘Reconstruct’ 

Qne of the grounds on which a landlord can oppose 
the granting of a new tenancy of business premises 
under the Landlord and Tenant Act, 1954, is that 
on the termination of the current tenancy the land- 
lord intends . . . to reconstruct the premises’ (Section 
зо (1) (f). Guidance on the interpretation of the 
word 'reconstruct' was recently given by the Court 
of Appeal in Percy E. Cadle & Co Ltd v. Jacmarch 
Properties Lid (The Times, December 7th, 1956), 
when the Court dismissed an appeal by the landlords. 

The holding in question consisted of a ground 
floor used for the trades of tobacconist and hair- 
dresser, and a basement which was so damp that it was 
little used. There was no internal access from the 
ground foor, either to the basement or to the upper 
foor. A little more than six months before the 
terminatien of the lease the landlords had bought the 
building and then had proceeded to give notice of 
termination under the Act, stating that they would 
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oppose а new lease on the ground set out in Section 
39 (1) (f). They had formed a firm and settled inten- 
tion to modernize the building. Having got all three 
fleors they intended to put in inner staircases, to put 
lavatories on the first floor, and to make the base- 
ient a better proposition. Efforts would then be 
made to let the building to a multiple store firm. 
The Court of Appeal held that this did not amount 
to a reconstruction within the Act.- The word 


‘reconstruct’ was best expressed by the synonym: 


‘rebuild’. The County Court judge had looked on the 
proposed work as part repair, part improvement, but 
not as reconstruction, and that was the correct 
approach. ‘Reconstruction’ must mean a physical 
reconstruction. 


Restrictive Trade Practices Act 

What was said to be the-first case under the Restrictive 
Trade Practices Act, 1956, has been tried by Upjohn, 
J., in the High Court. It was à motion by the Austin 
Motor Co Ltd and Morris Motors Ltd to restrain 
Samuel. Allen Prince (trading as Car Supply) from 
reselling motor vehicles, manufactured "n the 
plaintiffs, other than at the resale prices fixed by them 
(The Times, December 8th, 1956). The action was 
brought ynder Section 25 of the Act, which permits 
a supplier of goods to enforce a condition as to their 
resale price against third parties having notice of the 
condition. His lordship made an order by consent 
granting the plaintiffs’ application, with costs. 


Advertisements (Hire-Purchase) Bill 
A private member's Bill, the Advertisements (Hire- 
Purchase) Bill, has had its first reading. Its purpose 
is to provide that every advertisement relating to 
goods offered for disposal under a hire-purchase 
or credit sale scheme shall, if it contains certain 
information, set out clearly such of the information 
prescribed by the Bill as is appropriate to that 
scheme, Broadly speaking the Bill applies to advertise- 
ments containing one or more of the following 
elements: | 

(a) words indicating the amount of the deposit; 

(b) words indicating that no deposit is payable; 

(c) an indication of the amount of any instalment. 
Тће Bill requires such advertisements to set out 
- precise details about the deposit and the instalments, 
including the period over which instalments will be 
payable. 

Electronic Accounting 

Mention was made last week of the rapid growth in 
orders on hand for electronic computers of which 
output in 1958 is expected to comprise between 300 
and 400 machines valued at over £30 million. From 
announcements made during the past weeksit would 
appear that local authorities are likely to be among 
the principal users of this equipment. . 

Derby Town Council have announced their 
intention to buy an electronic computer at а cost of 
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£29,000 to do the work of clerks urgently needed for 
other duties. Middlesex County Council have also 
approved the recommendation of their finance com- 
mittee to install punched-card equipment including 
two general purpose electronic computers. This will 
be one of the largest local authority machine account- 
ing installations in the country. In the first instance 
the electronic equipment will be used for payroll 
production for the council’s 38,000 employees. Later 
the equipment will be used for stores accounting and 
control of statistics production. 


World Bank Loan to Australia 


The announcement last week that the World Bank 
has made a loan of $50 million to the Commonwealth 
of Australia brings the total amount borrowed by 
Australia from the Bank to nearly $318 million. 
The terms of the loan appear very attractive against 
those which Australia now has to pay for sterling 
borrowed in the London market. The loan is for 
fifteen years at 4} per cent including the 1 per cent 
commission charged by the Bank and amortisation 
is to start in July 1959. Of the total of $50 million, 
$17:2 million are to be used for the development 
of agriculture and forestry, $12:9 million for road 
transport, $4 million for railways and $16 million 
for industry and mining. The money will be spent 
mainly on equipment needed from the dollar areas 
by farmers, industrialists and Commonwealth and 
State government agencies. 

Australian agricultural output has increased by 
32 per cent and exports of agricultural produce by 
31 per cent since the war. In spite of this, possibilities 
for further growth in rural output are still large. 
Equipment to be imported under the loan will 
consist largely of heavy tractors, agricultural machi- 
nery and implements and components for the manu- 
facture in Australia of agricultural machinery. 

As regards road transport, freight carried by road 
has been growing rapidly and the number of com- 
mercial vehicles operating in Australia has more 
than doubled since 1939. This has created a pressing 
need for the construction and proper maintenance of 
new highways and funds allocated from the loan will 
assist in financing the import of equipment for build- - 
ing roads in addition to further imports of com- 
mercial vehicles and components for assembly in 
Australia. Most of the funds allocated to the railways 
will be used for importing components for the manu- 
facture in Australia of Diesel electric locomotives and 
other rolling stock and of control equipment and 
equipment for track maintenance. 

Between 1939 and 1955 the volume of manufactur- 
ing output in &ustralia has more than doubled and5 
manufacturing industries now employ about 30 per 
cent of. Australia’s labour force. The $16 million 
allocated to industry and mining will be devoted 
largely to the purchase of specialized equipment 
required in.the iron and steel, engineering and food 
processing industries and in the mining of lead, 
zinc, copper and 6021. 
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FINANCE AND COMMERCE 


Now that the worst of the economic position is 
known and there are firm signs of moves to heal Anglo- 
American differences, the stock-markets are showing 
more confidence. Under present conditions, however, 
it would be unwise to translate a tentative rally into 
terms of a long-term improvement. Technically, 
the market is in far better shape than it was a few 
weeks ago. 
‘Jobbing Backwards’ 

‘Jobbing backwards’ is a stock-market term that 
has in its meaning a big element of ‘If I’d only’, a 
regretful review of lost opportunity. And that is 
what we have to offer this week in the reprint of 
the accounts of the British Assets Trust Ltd and an 
extract from the statistical matter which accompanies 
them. 

The company is now in its sixtieth year, which 
means that its promoters started the Trust just 
before the beginning of this century. The jubilee 
year has been made the occasion of the production 
of an annual report in a new form, with tables showing 
how the comp&ny’s funds have been invested and 
how the equity has grown over the years. How the 
equity has grown is seen in the table showing the 


results of an investment of {100 in the company's: 


ordinary stock at five-year intervals from 1900 
onwards, 

Maybe fifty-five years is rather too far for jobbing 
backwards, but supposing we had taken the lesson 
of the First World War inflation to. heart in 1940 
when {100 would have bought 225 units, we could 
have laughed at the Second World War inflation. 


Investment Policy 

In his review with the accounts, Mr Alastair С. 
Blair, the chairman, notes that the average return 
earned on the investments is only 5 per cent; a low 
figure, he comments, in these days of high interest 
rates. In explanation, he says that the board have 
been guided in their investment policy by two 
principles: security and growth. To achieve them, 
they have been prepared to forego a high immediate 
yield. 

During the last few years, when conditions have 
been favourable and stock-markets have been strong, 
they have tried to eliminate from the portfolio the 
weaker companies which might suffer when times 
become harder. In doing so, the number of holdings 
in ordinary and common stocks, comprising 86-7 per 
cent of the total funds, has been reduced to about 
200 companies which have beeneselected for their 
strength and promise of future growth. The board 
believe this policy, which has restricted earnings 
currently available for stockholders, will be to their 
ultimate advantage in the years ahead. And on these 
grounds, they have felt justified in recommending 
this year ‘a fairly full distribution of income’. | 

Looking back 10. 1930, when the company’s 


ordinary stock reached its highest price between the 
wars, we recall earlier days in this column when 
we urged investment trusts to tell their shareholders 
how their capital was being employed. The high 
standard set by this report is a broad indication of 
the advance in company reporting which has crowned 
our efforts. The. British Assets Trust, incidentally, 


BRITISH ASSETS TRUST LIMITED 
DISTRIBUTION OF INVESTMENTS 


Showing Percentages Distributed between Countrles and Industries 
Based on the Valuation at 30th September [956 








Total 
U.S.A. Canada Sterling Total 1955 
Bonds and Preference 
Stocks x 
income Reserve — Short 
Bonds . га — — 1-4 1-4 l4 
Governmant Bonds L5 — — LS 
Preference Stocks . — 10-4 10-4 12:3 
1-5 — ПВ 13-3 14-1 
Ordinary Stocks * i 
Banks and Insurance 1-8 18 13 49 45 
Finance and Land 0-5 0-6 24 32 3:5 
Public Utilities .. 54 11 — 62 6:8 
Stores... Би — — 01 01 1-4 
Textiles .. и. — — 01 ol 02 
Paper and Pa Ing .. 15 17 41 73 76 
Chemicals and Plastics .. — 1:2 — 23 * 35 3-6 
Bullding Materials 1-5 04 13 32 34 
Electrica] and Вадјо . 1-1 — 47 58 59 
Motors and Aircraft: .. 2:0 — 49 69 7-4 
Engineering 22 — ^6 68 7:3 
Iron аба Steel 23 09 35 67 73 
Railways 2:0 — — 20 25 
Shipping — — 18 T8 1-2 
Alrlines 0-3 — — 03 03 
ol 5:5 1-5 57 127 10-0 
Mines  .. e .. 18 24 60 9-9 85 
Associated Companies .. — — 53 53 45 
28-8 10-1 47-8 86-7 85:9 
Tota! at 30th September 
1956 Bas - +. 303 10-1 59-6 100-0 
Тога! аг 30th September 1955 29:3 10-3 60-4 1000 





RESULTS OF £100 INVESTMENT 
IN THE COMPANY'S ORDINARY STOCK 


The following table shows the growth of an Investment of £100 made 
in different years of the Company's history. 
` For calculation purposes: 

(1) The purchase price of the stock has been based on the average market 
price In each year, except that in 1930, when the stock reached Its highest 
price between the wars, the peak price has been used. 

(2) 1с has been assumed chat che ог па! cost of the Investment has been 
maintained by selling sufficient rights to new shares In order to enable 
the remainder со be taken up. 

(3) Where rights to other classes of shares have been offered these have 
been sold and the proceeds Invested In further ordinary stock. | 

(4) Free share issues have been taken up. 
Number of Dividends 


Number of Value of 


Date of 5s. Units 5s. Units Holding at recelved In 
Original bought for held at ` 30.9. 1956 ас 1s. 449. 
Investment 100 30.9.56 at 295. per Unit 
(Gross) 
1900 400 4,384 £6,357 1301 
1905 286 3,132 4,541 215 
1910 235 2,520 3,654 173 
1915 117 1,804 2,616 124 
1920 17 1,684 2, 116 
П 77 636 922 44 
19 44 212 307 15 
1935 183 796 1,154 55 
225 988 1,433 
110 480 696 33 
1950 | 68 272 394 19 
1955 80 80 м6 6 
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was one of the first companies to issue quarterly 
i Taxation Topic 

The suggestion, by the chairman of Lyle Shipping 
Company, for special taxation arrangements for the 
thipping industry is echoed by Sir John Thornycroft, 
thairman of John I. Thornycroft Ltd, the South- 
impton shipbuilders and commercial vehicles makers. 

Sir John maintains that investment allowances 
ihould be reintroduced for companies undertaking 
work basically essential to the country. He further 
mggests that those companies complying with this 
lefinition, which can show that over 334 per cent of 
heir annual income is directly paid out in salaries, 
wages and national insurance, and whose profits 
listributed. to shareholders do not exceed 2:5 per 
:ent of their annual income, should qualify for such 


nvestment allowances. Profits. tax, distributed or. 


10t, he says, should not be levied on such companies, 
ind adds: “This would benefit the nation by keeping 
lown primary costs for all industries’, Commercial 
ship and road transport builders and repairers, he 
naintains, should qualify as basically essential. 


б То Bermuda 

(t rather looks as if the shipping industry has decided 
hat it can really stand no more from a taxation 
ystem that threatens to sink it. The P. & O. group 
8 forming а Bermudan company, and Court Line 
utd is also proposing to form a subsidiary in Ber- 
nuda *where taxation is less onerous but from which 
iur ships can still operate under the British flag'. But 
he directors feel strongly that the parent should hold 
t least a majority if not тоо per cent of the shares. 

Announcing this in his statement with the accounts, 


Иг J. P. Philipps, the chairman, maintains that it is . 


nly legal for a United Kingdom company to hold 
he majority interest provided the Treasury’s consent 
ias first been obtained. And application for Treasury 
onsent has been made. 

Mr Philipps repeats the warning of other shipping 
hiefs: either ease taxation or grant such applications 
s this, otherwise the British Mercantile Marine will 
ontinue to decline ever more rapidly in comparison 
vith foreign fleets sailing under flags of convenience. 

Taxation, of course, is not the whole problem. 
t is taxation on its present scale, plus the increasing 
ost of replacing ships. 


Money Market | 
lidding at £98 14s 9d, the market obtained 24 per 


ent of the £220 million of 91-дау Treasury bills - 


ffered on December 7th. Applications totalled 
:375,280,000 and the average rate was £5 os 10°28d 
ет cent. Applications for 63-day bills totalled 
3651 million and with a bid of £99 25 6d, the market 
btained go per cent of the £60 million offered, the 
verage rate being £5 15 4:37d per cent. This week's 


ffer is £230 million of g1-day and {60 million of - 


3-day bills. — * : 
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BRITISH ASSETS TRUST LIMITED 
BALANCE SHEET AT 30th SEPTEMBER 1956 
1955 : 


CAPITAL 


Authorised .. 


Issued: 


INVESTMENTS, AT OR UNDER COST 
Quoted on British Stock Exchanges 52 oi 


У 


uoted on other Stock Ехсћап 
nquoted aa ae iss 





£4,625,000 





£9,517,069 


5 


65 





— £9,740,827 


Valuation . 
Quoted on British Stock Exchanges 
uoted on other Stock Exchanges 


Gates as valued by Directors 








5 per cent Preferance Stock 


“ab par cent Preference Stock 
Ordinary Stock 











5 


- 


i 








HBRITABLB PROPERTY AT COST . 
862,446 Less NET CURRENT LIABILITIES 
Add NET CURRENT ASSETS  .. 








| 961,919 


£5,461,919 








General Reserve Fund 
Income Reserve Fund 


*Tax Reserve Fund . 


eRESERVES 


£5,362,446 


December 15th, 1936 























H. G. SHARP, Director 
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£320,054 





£9.835.586 





£9,530,809 
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BRITISH ASSETS TRUSTS LIMITED 
REVENUE ACCOUNT 
For the year ended 30th September 1956 
1. GROSS INCOME . 1956 1955 
Interest and Dividends (паін Rouble Taastan: Helles chima) £1,025,402 £959,032 
Underwriting Commissions Я is 2,309 2,524 
£1,027,711 £961,556 
2. EXPENSES 
M ement— 
Мин ЕВ NS ys m es - xs E АЕ £20,351 £17,514 
Directors’ Fees .. P. Зе a e Е s Vs 6,500 6,500 
` £26,851 £24,014 
General Charges vs 55 25 T à а % * А i 9,929 11,788 
Audit Fee. . e. А š . 787 ; 787 
Expenses of Terminable Debentures . v» е . -i .. . 213 794 
37,780 —. 37,383 
£989,931 £924,173 
3. INTEREST 
Interest on Debenture Scocks and Terminable Debentures Gross) S £167,840 £169,636 
Interest on Short Loans and Deposits (gross) oo 4,664 13,97] 
. . 172,504 183,607 
Gross Revenue for Year m £817,427 £740,566 
4. TAXATION | 
Income Tax ас Standard n Rate . 55 .. E T Ls £347,407 £314,741 
Profits Tax 4s N e N Ge M . 35,000 
382,407 337,241 
baing U.K. and Oversees Income Tax and Prona Tax palid. РА fs ЯА .. £349,739 #345,535 
Transferred to Tax Reserve Fund a Ši zs е 22, — 8,294 
: Net Revenue for Year £435,020 £403,325 
5. DIVIDENDS 
On Preference Stocks— 
Interims, loss tax .. n ET a ee "EI 5: ie oe . £35,865 £34,306 
Finals, less tax a m zs xs s is si "x de . 35,866 35,866 
s 71,731 70,172 
£363,289 £333,153 
On Ordinary Stock— 
Interim of 6d. per 5s. unit, less tax . T .. .. i. fea m £107,812 £53,906 
Proposed Final of 1049. per 5s. unit, less tax... sé "m Es ve 188, 188,672 
296,484 242,578 
Surplus Revenue for Year Transferred to General Reserva Fund ss va £66,805 £90,575 
PROGRESS OF THE COMPANY SINCE 1945 
I. Record of Earnings 
Earned per Pald per 
Total Interest Preference Ordi Increase Ordinary Ordinary 
ү Income Expenses (gross) Taxation Dividends Dividen In Reserves 5s. Unit 5s. Unit 
ear то 
15th Jan. £ * Percentage of Total Income s. d. s. d. 
1946 393,650 43 289 30-8 v 166 19 75 5 3 
1947 456,394 37 25:9 317 15-0 14-1 9-6 6; 31 
1948 507,161 39 22:5 337 13-5 17-8 8:6 7 5 
1949 486,789 41 21-6 34-5 14-1 18:5 7-2 7. j 
1950 486,205 48 23:0 325 14-1 . 18-6 7-0 7. 5 
1951 563,018 47 20-6 33-6 122 20-6 8-3 9 63 
84 months А 
to 30th 
Sept. 1951 460,532 42 18-4 36-8 10-1 24-0 65 Bk 6t 
Year to 
` 30th Sept. 
1952 717,435 41 16-9 417 9-1 17-2 но i 7k 
1953 976 43 17-0 37-5 93 214 10-5 | | 9 
1954 . ^l 16-2 38-9 8:3 25-0 75 1.3 | 0 
1955 961,556 39 19-1 35-1 73 25:2 94 | | dk 
1956 1,027,711 37 16-8 372 70 28-8 65 1 ] 4 
* The Priority Percentages based on the net divisible income for the year to 30th September 1956 are: 
interest (het) Preference Dividends Ordinary Dividends Retained 
- 0—18-5 185—32:0 32-0—87-5 87-5—100 
2. Record of Asset Growth у 
1 2 Е 3 4 5 Gearing Ratio. Break-up 
Market Value Net : Due to Loan Due to Avallable for Prior Charges Value per 
of Тога! and Debenture Preference Ordinary to Ordinary. Ordinary 
Date Investments Assets Holders Stockholders Stockholders Cols. 3 + 4:5 5s, Unit 
I5th Jan £'000 s d. 
1945 8,757 8,563 2,756 2,625 3,182 63 37 8 6 
1946 9,421 9,337 267 2,625 3,945 58 42 10 6 
1947 11,008 | 2,654 2,625 646 48 52 [5 1 
1948 10,412 10, 2,556 2,625 5,321 50 50 i4 2 
1949 10,069 10,171 2,633 2,625 4913 52 48 I3 | 
1950 9,764 9,702 2,728 2,625 4,349 55 45 но 7 
195] 11,350 11,160 2,993 2,625 5,542 50 50 -M 9 
30th Sept. P Ф ` 
„1951 12,156 12,029 2,780 2,625 6,624 45 55 7 8 
1952 1,316 11,352 2,780 2,625 5,947 48 .52 15 10 
1953. 1,684. . 11,538 2,833 2.625 6,080 47 53 16 2 
1954 16,986 16.646 3,665 2.625 10,356 38 62 27 7 
1955 19,841 20,160 4,473 2625. 13,062 35 65 34 10 
1956 20,734 • 20,524 -4,069 2,625 13,830 33 67 •36 10 


МОТЕ: АП figures in the above tables relating to the Ordinary 5s. Units are based on es present era Ordinary Capital of the Company. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Auditors’ Reports 


Sir, ~ On page 572 of your issue of December rst, 
1956, Mr Thomas Kenny draws attention to a 
shortened form of auditors' report which he points 
out is clear and easily understood by the lay reader. 
The form which Mr Kenny has quoted is the stan- 
dard audit report which we use on the accounts of all 
companies which have neither branches nor sub- 
sidiaries. Mr Kenny raises the point as to whether 
the shortened form complies with the Ninth Schedule 
to the Finance Act, 1948. 

The reasons for adopting the shortened form are 
twofold. In the first place the report is addressed to 
shareholders who often have little knowledge of the 
finer points of auditing procedure and it is important 
therefore that the report should be clear and free from 
technical phrases, We do not think that this is true of. 
the report in more general use which follows the 
recommendation of counsel as issued by the Institute 
in 1948. 

` Secondly, the longer form of report normally used 
was criticized by many of our clients who said, we 
think with justification, that it left the impression 
that the auditor was not prepared to express an 


opinion without во many reservations and qualifica- 


tions as to make his opinion of little value. 


In his letter, Mr Kenny has put into italics the ` 
if reference is^ 


words which we have omitted and, 
made to them, we think that it will be difficult to` 
suggest that, by their omission, the Ninth Schedule 
is not complied with. 

We would welcome the views of other readers on 
the points which Mr Kenny has raised. 

We are, Dear Sir, Yours truly, 
London, EC4. COOPER BROTHERS & CO. 


How ‘Fixed’ are ‘Fixed Assets’? 


Sir, ~ The letters under the above caption from Mr 
Ralph A. Hadrill (November roth) and Mr Kenneth S, 
Most (November 24th) will be read with sympathy 
by many practising and academic accountants, The 
tidying up of accounting terminology is indeed a 
matter of urgency if accountants are to have a sound 
basis for communication, whether among themselves 
or with their non-accounting friends. and friendly 
enemies. 

To the words listed by Mr Most many others 
might be added. Indeed, it is almost safe to say that 
there is scarcely a word used in technical accounting 
which is not open to some element of variation in 
interpretation. 

It may well be asked, however, whether this 
confusion in terminology is not a symptorh of a 
chronic confusien of concepts rather than a merely 
verbal aberration, and whether it ie not evidence that 


` accountants, as a general body of professional people, 


have not yet applied themselves to the rigid, logical 
and conceptual disciplines necessary to clarify the 
basic concepts of their field of study. 

Mr Most submits as a definition of fixed assets, 


"expenses which will ultimately arrive in the profit 
and loss account via depreciation, if at all," 


and cites as an example a stretch of river in the case 
of a fishery. Surely there are some verbal deficiencies 
here. In the first place, the word 'expense' is one of 
those which Mr Most himself points out is a candidate 
for clarification. And I expect that he would, on 
reflection, admit 'depreciation' as another. Secondly, 
assuming that we are agreed on the meaning of these 
words, does he mean that all fixed assets 'arrive' in the 
profit and loss account sooner or later, or are there 
some fixed assets which never do so? What is meant 
by ‘arrive’ in this context? Thirdly, is it the stretch 
of river which is an asset of the fishesy (or the build- 
ing, motor vehicle, ship, rolling stock, fixtures, 
broadcasting equipment, etc. to any other type of 
enterprise) or is it the outlay which constitutes the 
asset? Can a stretch of river be an expense in the 
terms of the definition? 

These suggestions merely support the pleas 
already made for some authoritative work to be done. 
However, whether a committee is the best way of 
doing it is not, to my mind, а self-evident truth. А 
committee of accountants and economists in England 
tried to do so not so many years ago, and its report 
was, in effect, a denial of progress; the American 
Institute of Accountants, despite its attempts, appears 
to have made little real progress up to date. Perhaps 
the work, can best be done by individuals, each- 
< working painstakingly at one little aspect of the 
problem at a time, so that over a period, a body of 
knowledge will have been built up in readiness for 
the great synthesizer of our field of activity, who will 
be able to co-ordinate the apparently unrelated 
details into a coherent and consistent theory of 
accounting. On this point I venture to draw the 
attention of both your correspondents to an article 
on the notion of fixed assets appearing in the July 
1950 issue of Accounting. Research, entitled "The 
classification of assets’ by A. А. Fitzgerald. In the 
welter of accounting literature that is appearing 
nowadays this article may have escaped attention, but ' 
it is respectfully suggested that some of your readers 
interested in this Subject may find in it something of 
value for their train of thought. 

Yours faithfully, 
L. GOLDBERG, 
Seniar Lecturer in Accountancy, 
UNIVERSITY OF MELBOURNE. 


Carlton, N3, Melllourne. 
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OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 
SPECIAL AND ORDINARY MEETINGS OF THE COUNCIL 


At special and ordinary meetings of the Council held оп“ 


Wednesday, November 7th, 1956, at the Hall of the 
Institute, Moorgate Place, London, EC2, there were 
present: 

Mr A. S. H. Dicker, M.B.E., President, in the chair; 
Mr W. H. Lawson, C.B.E, Vice-President; Messrs Н. 
Garton Ash, О.в.Е., M.C., W. L. Barrows, Sir Harold Barton, 
Messrs T. А. Hamilton Baynes, J. H. Bell, Sir Bernhard 
Binder, Messrs J. Blakey, С, №. Boyce, c.B.E., У. G. 
Campbell, P. F. Carpenter, У/. S. Carrington, D. A. Clarke, 
J. Clayton, E. C. Corton, C. Croxton-Smith, W. G. 
Densem, М.М. Fea, С. R. Freeman, Sir Harold Gillett, 
M.C, Messrs P. F. Granger, D. V. House, Sir Harold 
Howitt, ов, D.8.0., M.C., Messrs P. D. Irons, R. P. 
Leech, M.B.E., T.D., J. H. Mann, M.B.E., R. McNeil, S. J. 


Pears, C. U. Peat, M.c., P. V. Roberts, Sir Thomas Robson,” 


M.B.E., Messrs Gilbert D. Shepherd, M.B.E., K. G. Shuttle- 
worth, C. M. Strachan, о.в.в., E. D. Taylor, e. L. C. 
Touche, А. D. Walker, M. Wheatley Jones, E. Е. С. 
Whinney, R. P. Winter, M.c., T.D., with the Secretary and 
Assistant Secretaries. . 


Mr George Robert Freeman, F.C.A. 


'The Council received with much regret the resignation 
of Mr George Freeman, F.c.a., from membership of 
the Council. Mr Freeman had been a member of the 
Council since 1915, and was President in- 1925-26. 


Readmission 


One application for readmission to membership was ` 


acceded to and one application was not acceded to. 


Reduction in Period of Service under Articles 


One application under bye-law 61: for a reduction in 
the period of service under articles was acceded to. 


The P. D. Leake Trust 
The Council authorized publication of the fourth 
reports and accounts of the P. D. Leake Trust. Copies 
will be available towards the end of December 1956 
and will be supplied without charge to persons in- 
terested on application to the Institute. , 


Exemption from the Intermediate Examination 
One application under bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to 
and one application was not acceded to. 


: Final Examination 
'Two applications under bye-law 86 from articled clerks 
for permission to sit an earlier Final examination were 
асседеа to. 


Articled Clerks engaging in Other Business 
The Council acceded to two applications under- hye- 
law 57 from articled clerks to engage. during their 
service under articles in other business for the sole 
purpose and to the limited extent specified in the 
applications. ` 


Articled Clerks in Industrial Organizations 


Two applications under bye-law 58 (c) from articled 
clerks to spend a period not exceeding six months in an 
industrial or commercial organization during service 
under articles were acceded to. 


Certificates of Practice 
(2) The following application for a certificate of 
practice from a Fellow who had commenced to practise 
in England was acceded to: 


' Crooks, George Reid, с.в.в.; 1949, F.C.A.; 1924, А.С.А.; 


Lord Mayor of London’s National Hungarian 
and Central European Relief Fund 


The Council decided that a donation of 250 guineas 
be made out of the funds of the Chartered Accountants” 
General Charitable Trust to the Lord Mayor of Lon- 
don's National Hungarian and Central European 
Relief Fund. 


Summer Course, Christ Church, Oxford, 
"July 11th to 16th, 1957 


The Council authorized the distribution to all members 
of the Institute of a notice giving preliminary details 
. of the summer course to be held at Christ Church, 
Oxford, from July 11th to 16th, 1959. The notice will 
be accompanied by an application form. The subjects 
and speakers will be ‘Finance for privately owned 
businesses, including reorganizations to facilitate the 
_ payment of estate duty’, by Mr A. R. English, a.c.a., 
‘The layout and design of accounts’, by Mr E. J. 
Newman, M.A., F.C.A., and “Training for the pro- 
fession’, by Mr W. E. Parker, C.B g., F.c.A. The notices 
will be distributed towards the end of December 1956. 


The Barley House, Hildenborough, Tonbridge, Kent. 


(b) The following sixteen applications for certificates 
of practice from associates who have commenced to 
practise, were acceded to: 


Arnold, Bertram; 1952, A.C.A.; (*Edward sibus: Clark & 
: Co), ‘NEM. House, 30 Clarendon Road, Watford; also 
at Burnley, (*George Pedley & Co), London, (*Edward 
Myers, С ark & Co), and (*Clarke, Eckersley, Prentice & 
Co), and Manchester, (*Clarke, Eckersley, Prentice & Co). 

Baker, Sydney; 1956, A.C.A; aa Woodlands Street, 
Manchester, 8. 

Boot, Leslie, D.F.C., D.F.M.; 1956, A.C.A; (Fawley Judge & 
Easton), 1 Parliament Street, Hull. 

Cann, Wilfrid Harry; 1928, A.C.A.; 24 Boldmere Drive, 
Sutton Coldfield, Warwicks, and at Birmingham. 

Carter, Frederick William; 1954, A.C.A; (A. Grierson, 
Thompson, Carter & Co), 21 Spring Gardens, Man- 
chester, 2. 

Cheyette, Keith Leonard; 1956, А.С.А.; (Cheyette & Co), 
7 Evington Drive, Leicester 

Cohen, Leon; 1956, A.C.A.; (Ix Cohen & Со), 3 Alloway 
Road; Mile End, London, Ез. 


ари 
* placed against а firm name signifies that the firm is not 
exclusively composed" of members of the Institute. a 
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Dove, Charles Nelson; 1927, A.C.A.; Sonde Wade & 
Co) Bank Chambers, Yeovil, Somerset, and at Wells 


and Weymouth. 

Evans, Philip George Holt 1949, A.C.A; (Thorne, 
Lancaster & Co), 1 Drapers’ Gardens, Throgmorton 
Avenue, London, EC2. 

Fitton, John, М.А.; 1955, А.С.А.; (А. J. Downs & Co), Union 
Bank Chambers, Riby Square, Grimsby, and at Hull. 
Norman, Kenneth Sims; 1955, A.C.A.; (J. A. Chisholm 
Will & Co) Gresham House, 24 Holborn Viaduct, 

London, ЕСт. 

Peat, Gerrard Charles; 1951, A.C.A.; (*Peat, Marwick, 
Mitchell & Co), 11 Ironmonger Lane, London, EC2; 
(for other towns see *Peat, Marwick, Mitchell & Co). 

Pyne-Gilbert, Douglas John; 1955, A.C.A.; (Thorne, Lan- 
caster & Co), 1 Drapers’ Gardens, T'hrogmorton Avenue, 
London, ECa. 

Spencer, Derek; 1953, A.C.A; (Gough & Wright) and 
(*Gough, Wright, Smith & Co), 24 Lombard Street, 
West Bromwich; also at Brierley Hill and Dudley 
(Gough & Wright) and (*Gough, Wright & Co). 

Tyzack, Ronald; 1953, A.C.A.; (*Christopher Smith & 
Son), 36 and 38 Bank Street, Sheffield, 1. 

Whittaker, Paul Edward; 1956, A.C.A.; ‘Netherby’, West 
Chiltington, near Pulborough, Sussex. 


Institute Staff 
Mr W. M. Allen, B.A., has been appointed an так 
Secretary and Mrs W. Amor and Miss J. D. Reynolds, 
B.A., have been appointed as Secretarial Assistants. 
Mr Allen, Mrs Amor and Miss Reynolds have been 
members of the staff for some years. 
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Registration of Articles 


The Secretary reported that 245 articles of clerkship 
were registered during the month of November 1956 
as compared with 210 in November 1955, making a 
total of 1,527 since January ist, 1956, as compared 
with 1,402 for the same period in 1955. 


Resignations 


The Council accepted the resignation from member- 
ship of the Institute of: 


Mr William Banister Barr, B.COM., A.C.A., Liverpool. 
» James Crawford Daniels; r. C.A., Llandudno, 
» Arthur Pim Darley, A.C.A., London, 
» Maurice Durant, A.C.A., Oxford. 
» Frank Alan Moore, A. CA. Cambridge. 
» John Sydney Snelham, A.C.A., New York. 
» John Sunley, a.c.a., Manchester. 
» Harold Tansley Witt, F.C.4., Mayfield. 


Deaths of Members 


The Council received with regret the Secretary's report 
of the deaths of the following members: 


Mr Arthur Walter Death, Junior, A.C.A., Leicester. 
» Owen Dent Manwaring, F.C.A., London. 
» Albert Henry Sheldrick, a.c.a., Cambridge. 
» William Dacre Tonge, M.A., A. c. А“, London. 
» Harold Ernest Warr, M.B.E., A.C.A., Bognor Regis. 
» David Charles Wilson, F.c. А., London.. 


MEMBERS? LIBRARY 
The Librarian reports that among the books and papers acquired by the Institute in recent weeks 
by purchase and gifts are the following: 


Apportionments for Executors and “Trustees; by J. F. 
Tosling. 1956. (Solicitors Law Stationery Society, 3s 6d.) 

Appraisal and Management of Securities; by D. A. Hayes. 
New York. 1956. (Macmillan, 31s 6d.) 

Business Lettings; by D. Lloyd and J. Montgomerie. 1956. 
(Butterworths, 505.) 

Company Law in New Zealand; by R. C. C. Burton. 
Wellington. 1956. (Legal Publications, 3 37s 6d.) 

The Conduct of and procedure at Public, Company and 
Local Government Meetings . ; by A. Crew: 19th 
edition by T. P. E. Curry. 1956. (Jordan, 155.) 

Consequential Loss: insurances and claims; by D. Riley. 
E e (Sweet & Maxwell, sos.) 

rate Financial Policy; by H. G. Guthmann and 
ear E. Dougall: 3rd edition. Englewood Cliffs, N.J. 1955. 
(Prentice-Hall, 745 за) . > 

The Death Duties: 1st supplement to 12th edition; by 
R. Dymond and R. K. Johns. 1956. (Solicitors Law 
Stationery Society, 8s 6d.) 

Education and Training in the Field of Management. 
(British Institute of Management.) . 1956. (British 
Institute of Management, 212.) 

Encyclopedia of Accounting Systems; edited by R. I. 
Williams and L. Doris. Vol. I. Englewood Cliffs, N. J. 
1956. (Prentice-Hall, 112s 6d.) А 

The Finance Act, 1956, with introductions and annotations. 
(Butterworth & Co). 1956. (Butterworths, 16s 64.) 

The Form of Published Accounts of Local Authorities. 
(Institute of Municipal Treasurers and Accountants.) 
1955. (Institute of Municipal Treasurers and Apcount- 
ants, 425.) 

A Guide to Business and Professional Tenancies; by К. R. 
Bagnall. 1956, (Shaw, 355.) 

Guide to Securigy of Tenure for Business and Professional 
Tenants; • by Reborah Rowland. 1956. (Pergamon 
Press, 357.) б 


Holding Companies and their Subsidiaries: Consolidated 
and other Group Accounts... ; by Sir Т. B. Robson, 
F.C.A.: 3rd edition. 1956. (Gee & Co, 255.) 

Income 'l'ax Law and Practice: 27th edition; by C. A. 
NE G. S. Plunkett. 1956. (Sweet & Maxwell, ' 
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The Law relating to Monopolies, Restrictive Trade 
Practices and Resale Price Maintenance; by Viscount 
Hailsham and R. McEwen. 1956. ag tigate 22s 6d.) 

The Making of an Administrator, by Sir E. Bridges (and 
others) edited by A. Dunsire. 1956. (Manchester 
University Press, 10s 6d.) 

Management of the Smaller Office. (British Institute of 
Management): revised edition. 1956. (British Institute of 
Management, 7s 6d.) 

Manual on the Law of Meetings: 3rd edition; by S. Shaw 
and E. D. Smith. 1956. (Macdonald & Evans, 18s.) 

Measurement of Responsibility: a study of work, payment 
and individual capacity; by E. Jaques. 1956. (Tavistock 
Publications, 155.) 

New Sources of Revenue: report of a study group . 
(Royal Institute of Public Administration. J 1956. (George 
Allen & Unwin, 252.) 

Palmer’s Company Precedents; by F. B. Palmer 17th 
edition; by K. W. Mackinnon and R. Buchanan-Dunlop. 
Part I. 1956. (Stevens, 126s.) 

Pension Schemes@and Retirement Benefits; by G. A: 
Hosking. 1956. (Sweet & Maxwell, 42s.) 

Principles and Practice of Mecha nised Accounting; by 
v. ао 2nd edition. Sydney. 1956. (Butterworths, 
332 ба.) ° 

Smith's Taxation: 6oth edition; by А. E. Bevan. 
(Advertiser Press Ltd, 11s.) ; 

Statistical Sampling for Auditors and Accountants; by 
L. L. Vance and,J. Neter. New York. 1956. (John 
Wiley, 725) ° 
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THE CHARTERED ACCOUNTANT STUDENTS' 
SOCIETY OF LONDON EE 


Impressive Gathering at Forty-third Annual Dinner 


The forty-third annual dinner of The Chartered 
Accountant Students! Society of London was held at 
Grosvenor House, London, last Monday, and was 
attended by 1,043 members and guests. Sir Harold 
Gillett, M.C., F.C.4., President of the Society, occupied 
the chair. 

` Among those present were Mr A. S. H. Dicker, 
M.B.E., F.C.A., President of The Institute of Chartered 
Accountants in England and Wales; Тће Rt. Hon. 
Sir Oliver S. Franks, P.C., G.C.M.G., K.C.B., C.B.E., 
M.A., D.C.L., LL.D., LITT.D., Chairman of Lloyds Bank 
Ltd; Sir Frederic Hooper, Managing Director of 
Schweppes Ltd; Sir Edward Chadwyck-Healey, Bt., 
ме: President of the London Chamber of Commerce, 
an 


Messrs R. Adams, c.a. (Chairman, Association of Scottish 
Chartered Accountants in London); H. Garton Ash, 0.8.8., 
M.C., F.C.A. (Past President of the Institute); Sir Harold 
Barton, r.c.A. (Past President of the Institute, Vice-President 
of the Students’ Society), Mr R. P. Baulkwill, c..E. (Public 
Trustee), Professor W. Т. Baxter, B.COM., с.л. (Professor of 
Accounting, University of London), Messrs Henry A. 
Benson, C.B.E., F.C.A. (Member of the Council of the Institute); 
T. M. Bland (President, Institute of Bankers); Frank Bower, 
C.B.E., M.A. (Chairman, Taxation Committee, Federation of 
British Industries); Sir John Braithwaite (Chairman, Council 
of the Stock Exchange); Miss V. M. Burton, F.c.a. (Chairman, 
Women Chartered Accountants! Dining Society). 

Messrs P. Е, Carpenter, F.c.A. (Member of the Council оў . 
the Institute); А. D. Chesterfield (Chief General Manager, 
Westminster Bank Ltd); Douglas A. Clarke, LL.B., F.C.A. 
(Member of the Council of the Institute, Vice-President of the , 
Students’ Society); Н. О. H. Coulson, F.C.A. (Hon. Auditor 
of the Students’ Society); Maj.-Gen. J. С. Cowley, C.B., 
C.B.E, A.M. (Vice Quartermaster-General to the Forces); 
Messra A. W. C. Dascombe (Secretary, Bank of Eng ; 
W. С. Densem, F.C.A. (Member of the Council of the Institute). 
_ Colonel H. J. S. French, 0.B.E., B.c.L.; Mr G. K. Green- * 
ing, B.COM., F.C.1.1. (President, Chartered Insurance Institute); 
Sir Henry Hancock, K.C.B., K.B.E., C.M.G. (Chairman, Board 
of Inland Revenue); Air Chief Marshal Sir Donald Hardman, 
K.C.B., O.B.E., D.F.C. (Air Member for Supplies and Organi- 
sation); Brigadier K. H ves, C.B.E., T.D., D.L., F.C.I.8. 
(President, Chartered Institute of Secretaries); Sir Graham 
Hayman (President, Federation of British Industries); Mr 
D. V. House, F.c.a. (Past President of the Institute); Sir 
Harold Howitt, G.B.E., D.8.0., M.C., D.C.L., D.L., J-P., F.C.A. 
(Past President of the Institute, Vice-President of the Students? 
Society); Mr F. Keighley (Chief General Manager, National 
Provincial Bank Ltd); Sir Harold Kent, к.с.в. (Н.М. 
Procurator General and Ту. Solicitor). : 

Messrs P. Legge (Member of the Stock Exchange); C. H. S. 
Loveday, А.С.А. (an Assistant Secretary of the Institute); Alan 
S. Maclver, M.C., В.А. (Secretary of the Institute); J. Н. 
Mann, M.B.E., M.A., F.C.A. (Member of Se Council of the 
Institute); Brian Manning, D.L., J.P., F.c.A. (Vice-President 
of the Students’ Society); Major Harold Marshall (Prime 
Warden, Worshipful Company of Basket-makers); Sir 
Theobald Mathew, K.B.E., M.C. (Director of Public Prosecu- 
tions); Messrs В. P. Matthews, J.P., B.COM., F.C.A. (Hon. 
Treasurer of the Students Society); A. C. S. Meynell, 
F.A.C.C.A. (President, The Association of Certified and 
Corporate Accountants); C. D. Morley (Secretary, Council 
of the Stock Exchange). . * 


Mr E. H. Nichols, T.D., B.A., LL.B. (Town Clerk, City of 
London); Professor F. W. Paish, M.C., M.A. (Professor of 
Economics and Business Finance, University of London); 
Mr W. E. Parker, C.B.E,, F.c.A. (Chairman, London and 
District Society of Chartered Accountants); Lady Pepler 
(Deputy Chairman, London County Council); Sir Thomas 
Robson, M.B.E., M.A., F.C.A. (Past President of the Institute, 
Vice-President of the Students’ Society); Messrs Ronald 
Staples (Editor-in-Chief, ‘The Accountant’); Ralph T'adman 
(Chairman, Baltic Exchange); Sir Lionel Thompson, С.В.Е. 
(Deputy Master, Royal Mint); Sir Frank Newton Tribe, 
K.C.B., K.B.E. (Comptroller and Auditor-General). 

Rear-Admiral R. D. Watson, с.В.в. (Fourth Sea Lord); 
Messrs Arthur E. Webb (Editor, ‘The Accountant’); G. S. A. 
Wheatcroft (Master, Supreme Court); Е. F. С. Whinney, 
M.A., F.C.A. (Member of the Council.of the Institute); Brigadier 
L. F. E. Wieler, с.в., c.B.E. (Major and Resident Governor 
of the Tower of London); Мт С. F. Wood, A.8.A., Е.А. 
(President, The Institute of Actuaries); Sir Bruce Wycherley, 
M.C., F.C.1.8. (Managing Director, Abbey National Building 
Society); Sir Richard Yeabsley, С.В.Е., Е.С.А., Е.5.А.А. 
(President, The Society of Incorporated Accountants). 


A ‘Controversial History’ 


Proposing the toast of "The Students’ Society’, Sir 
Oliver Franks described what he called the ‘contro-~ 
versial history of your distinguished profession'. He 
said: 

‘This controversy goes back quite a way. George 
Bernard Shaw was not exactly born yesterday and you 
know what ће said about it. He said, “‘it is the most damnable 
waste of human life ever invented" (laughter). I would 
dot like to think that was what everyone thought. Let me 
take you back one hundred years to that German of the 
eighteenth century, Goethe. He took an interest in double- 
entry book-keeping and said it was one of the fairest 
inventions of the human mind. You see, this is a subject on 
which great men have differed. I come to it as a banker. 
That means, you know, that I have got something in com- 


‘mon with you. I don't quite know what that common ground 


is, or how you would describe it. Perhaps it is that we 


‘balance the cheques while you check the balances. It is 


something like that but anyhow we both deal with money 
and accounts. 

СОҒ course, some of the accounts with which we deal 
have their own special physiognomy, special features 
and other curiosities. A manager of ours, in London, 
at a bank which is a long way from here, has customers 
who tend to come in the evening, more particularly when 
they want help at various seasons of the year. Not long ago 
at one of these evening sessions, a customer came for help, 
told the story and then produced something he thought 
might help, one of those things with which you are familiar, 
a balance sheet. He handed it to the manager, who looked 
into it and then broke into a speech like a politician, very 
wordy, of which his last sentence was, “I would not advance 
twopence on a sheet like this". The customer asked what 
was wrong, looked at it, and then said, “Oh, wrong pocket! 
That is the sheet for the Inspector of Taxes.”( Laughter.) 
But you would not understand that'. (Laughter.) 


: " Not an Ordinary Occupation 
Sir Oliver said that students were entering a«profession 
which was not just bne of the ordinary occupations 
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that the world had to offer. It had its own rewards, 
exacted its own standards, carried its own responsi- 
bilities to the community and had its own specific 
form of service. А profession was a thing of dignity, 
a calling. One of the reasons for this was that life in 
a profession, the professional life, was to an extent 
its own reward. 


Sir Oliver spoke of three marks of a profession. He ` 


spoke of independence and service, and said that those 
entering a profession had to go through a discipline. 
'They acquired knowledge but that knowledge was not 
worth much by itself. It was how it was applied which 
was important. Then there was the ability to judge 
appropriate standards at the right time and the ability 
to understand other people, and their troubles. It 
was fun, when confronted with difficulties, to be able 
to solve them with the technique, knowledge and 
wisdom which one had. It was an intellectual wisdom. 
Men happened to be created with minds as well as 
bodies and there was an intellectual satisfaction to be 
got out of a professional life. Independence, he said, 
was bought at a price. А professional man was no 
man's servant or slave. . 


‘You can say and think what you like provided you do 
not transgress the standards and rules of your profession. 
It is a responsibility because lots of Beccles in the world, 
when meeting a professional man, will believe what he 
says because it is he who says it. They believe it conforms 
to his profession, that he is wise, independent, and knows 
what he is doing. You will have the responsibility of knowing 
that people will trust you because you are a professional 
man. It can be fun because there 13 a pleasure in being 
independent and in being able to say in your professional 
terms just what you think. It is a satisfying element of life.’ 


Service 
Continuing, Sir Oliver said: 


^ "The last mark is service. All the professions serve the 
community, whether they be law or medicine, teaching, or 
architecture, accountancy or banking. We are not the 
creators of life, nor the people who build industries “iid 
who make things with their hands. We serve those who 
build. There is a great deal of difference between good 
service wilingly rendered and poor service grudgingly 
given. Anyone who is human gets pleasure out of bein 
able to do things to assist others. This makes а A den] 
life such as the one you are entering, a satisfactory and 
rewarding thing. Ít is wisdom and independence, it is 
quality and service. Why am I saying these old-fashioned 
things? ' 

‘In the last two months we have all of us been watching 
Hungary. What we have seen is something rather different. 
We have seen power exerted as force to control discipline 
and subordinate the entire community of the nation. In 
Hungary what room is there for wisdom, independence, 
and quality of service? I venture to think that when we 
‘talk about preservation of democracy and the values by 
which we live, we sometimes forget that the built-in stand- 
ards, the inherent disciplines and basic qualities of pro- 
fessional life are one of the very assurances of all the things 
we value in this country." 

Sir Oliver concluded: 

"These are things by which a country lives, by which a 
nation functions, by which a democracy is preserved. You, 
when entering into your profession, when you become 
chartered accountants, are entering into all that" heritage. 
It is no mean thing to become a member of one of the 
great professions. (Applause.) • 

. Responding to the toast, Mr G. B. C. Hughes, B.a., 
A.C.A., Chhirmar, of the Studentg' Committee, referred 
_ to the foundation of the Socjety nearly, seventy-five 
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years ago, and its continuing growth in membership. 
He said: 


*Our Society is strong in numbers and we look with 
confidence to the future. But what of the quality of our 
members? Here we must look to the examiners and our 
principals. 

"Principals are like wise parents — not lavish with praise; 
but two comments I have heard quite often. The first 
surprisingly is “These people are terribly serious-minded”’. 

‘The second comment, more a grumble, is the reverse. 
“These people seem to be a bit rebellious, passing resolu- 
tions to change this and that, wanting more time off to 
study, go to demonstrations, play sport for the society, 
more pay". 

*Of course one realizes that students are not what they 
were and that many of us (who in due course will become 
principals) will be thinking the same ot the next generation. 
However, I would like to make a serious reply to this 
comment because it is a comment I have heard seriously 
made. 


A Good Sign 


‘I believe it is a good sign that members of a Society 
‘such as ours should in their student days be full of ideas 
of how to better their conditions, improve their training 
and make it easier and so forth. 


‘The (so-called) student age is the time of life when ideas 
are very much right or wrong, the time when, unburdened 
by the weight of responsibility and the caution of years, 
there is the urge to do something about these ideas at once. 

‘I believe that members of our profession should look 
for and expect from members of our Society a flow of 
ideas (some far-fetched perhaps) and a certain natural 
rebelliousness of spirit and should know that if these do 
not appear there is something lacking in the new generation. 

‘The conditions and problems of the Society are always 
changing with the times and certainly if we are not to 
become complacent and stagnate, we must always be looking 
for ways to improve and extend its work and many of the 
ideas must come from our students. 

‘While conscious that the continued success of our 
Society depends on the efforts of the members, committee 
and officers I would like to mention two on whom we rely 
especially and to whom we owe a great debt of gratitude ~ 
our President, Sir Harold Gillett and our Secretary, Mr 
Carter. (Applause.) 


‘I think it is only those who are connected with the 
Committee of the Society and the other officers who realize 
just what the enthusiasm of Mr Carter and the enormous 
amount of work he does, mean to the Society. 

‘I have mentioned that our Society must always be 
looking for ideas, but ideas are of no use until put into 
action and it is Mr Carter and Miss Large and the office : 
staff who each session translate those ideas into a workable 
programme.’ 


Tribute to the President 


‘I would like to express our gratitude to Sir Harold 
Gillett for continuing to be our Pra ident. Principals are 
busy men and Sir Harold must be doubly so, for as well 
83 his practice he spends a great deal of time on the affairs 
of the Court of Common Council of the City of London 
and as Alderman of the Bassishaw Ward. . 

‘Despite all tise calls on his time he not only fulfils 
the formal duties of our President, but enters into our 
affairs and spends a great deal of time on our behalf. We 
have to him for the success of our two main functions 
of the year; this dinner and the Presidential meeting in 
Guildhall. 

‘Each year he finds time to come down to visit thie 
residential course at Oxford and he always takes the 
of chairman at our mock company meetings. Formerly "Sir 
Mangoe Chutney", in view of his great services to these 
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At the top table (lef&to pin Mr A. S. H. Dicker, M.B.E., F.C.A., President of the Institute; Sir Oliver Franks, P.C., G.C.M.G., 

K.C.B., С.В.Е., D.C.L., LL.D., LITT.D., Chairman, Lloyds Bank Ltd; Sir Harold Gillett, M.C., F.c.a., President 'of the Society; 

Sir Frederic Hooper, Managing Director, Schweppes Ltd. On the extreme right are Mr W. H. Lawson, С.В.Е., B.A., 
F.C.A., Vice-President of the Institute, and Sir Harold Barton, F.c.a., a Past President of the Institute. 


companies he has been elevated to the peerage as "Lord 
Mangoe of Couey I suppose this name is appropriate 
because the affairs of these companies always seem to 
be in a shocking sort of pickle. (Laughter, 

‘The Society is very fortunate in having Sir Harold as 
its President and in thanking him for all he has done for 
us in the past it is my great pleasure to ask the assembled 
company to raise their glasses and drink a toast to his 
continued health and success.’ 


Proposing the toast of “The Visitors’, Sir Harold 
Gillett expressed his appreciation of the kindly 
references to: himself, the Committee and Mr Carter, 
and said in the course of his speech: 


‘Don’t let us forget that we are carrying on today the 
tradition of a Society that was founded many years ago 
and wbose past presidents, some of whom are here tonight, 
set the seal on the great work we are trying to continue. It 
is much easier in a regiment or a ship to carry on a tradition 
that has been started than to start from nothing. Further, 
we must pay a proper tribute to all those who, in the past, 
gave their services and their time to this great Society. 

know you would wish me to do so, more especially, as I 
have said that some are sitting here at the top table this 
evening. (Applause.) 

“Tonight is a red letter night in our Society for we have 
at this top table and amongst your own particular 
persons of all walks of life, the Army, Navy and Aur Force 
and the professions. I want to thank all our guests for 
coming here; we regard it as a great honour that they 
should give up their time to spend the evening with us 
because it sets the hall-mark on this evaping.' (Applause.) 


‘Hosts and Guests’ 
Responding, Sir Frederic Hooper thanked Sir 
Harold, on behalf of the guests, for the manner in 
which he had proposed the toast. He went on: 
‘Over the week-end I was brooding over what I should say 
in this entirely impromptu speech. (Laughter.) I remembered 
an essay by the late Sir Max Beerbohm, called “Hosts 
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and Guests”, I looked it up and found some charming 
things about hosts and guests. According to Sir Max, an 
intelligent person, humanity is divided into two classes, 
hosts and guests, with two different characteristics. The 
hosts are active people while the guests are negative. The 
host invites you to dinner. The hosts in this case, your 
Society, plans the dinner and you say, and how rightly one 
can say it tonight, how good it is. Then the host pays for 
the dinner and you are delighted that you have not to pay 
yourself. And after the dinner we have had tonight I feel 
particularly delighted. (Laughter.) So, Mr President, quite 
obviously to me, and, if Sir Max was living, to him, you are 
the very quintessence of good hosts and I think we rate as 
pretty good guests... .’ (Laughter and applause.) 


| Proud Position of the Institute 


The toast of “The Institute’ was proposed by Sir 
Edward Chadwyck-Healey, who spoke in the un- 


‘avoidable absence of Sir Edwin Herbert. 


Mr Dicker responded to the toast and referred to 
the proud position of the Institute at the end of its 
seventy-sixth year. He continued: 


‘We believe that we are wise in our form of domestic 
government and that our system of Council administra- 
tion, built up so carefully over seventy-six years, has proved 
a wise one and I claim that the reputation of our Council 
has never stood in higher repute than it does now. 

“Of course it is inevitable that changes must occur 
and often these changes are after a long and devoted period 
of a man’s life to the interest of Council work. It is with full 
appreciation and honour that I refer to the magnificent 
contribution to the Council work of Sir Nicholas Waterhouse 
and Mr George Freeman, who retired from the Council 
this усаљ Fine work, finely done and outstanding examples 
to their contemporaries and successors.’ 

In conclusion, Mr Dicker expressed his good wishes 
to students in the examinations and paid a tribute to 
members of the Institute for their greát contribution 
to the welfare and training of the coming generation. 

в . 


x 


pon Croxton-Smith, M.A., 
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INAUGURAL DINNER IN NEWQUAY 


- Cornwall and Plymouth Branch of the Bristol and West of E d 
Society of Chartered Accountants 


The President of the Institute, Mr А. S. H. Dicker,' 
M.B.E., F.C.A., was the guest of honour at the inaugural - 
dinner of the Cornwall and Plymouth Branch of the 
Bristol and West of England Society of Chartered 
Accountants, held at The Hotel Bristol, Newquay, 
on Thursday, December 6th. 

Sir John Keay, a.c.a., Chairman of the Branch, 
presided, and with Mr Dicker received the company of 
one hundred members and ‘guests: Among those 


, present were Sir Edward H. W. Bolitho, K.B.E., C.B., 


D.8.0., Lord-Lieutenant of the County of Cornwall; 
Mr А. F. B. Ham, ¥.c.a., President of the Bristol 


'and West of England Society of Chartered Account- 


ants; His Honour:-Judge Н. R. B. Shepherd, Q.C., 
County Court Judge of Circuit No: 59; Mr H. А. 


` Visick, President of the Cornwall Law Society; Mr S. 


Edgcumbe, J.P., В.С.А., A.S.A.A., Vice-Chairman of the 
Cornwall and Plymouth Branch, and i 
-Messrs F. R. Balme, r.s.A.4. (President, Incorporated 
Accountants’ District Society of Devon and Cornwall); 
W. А. Bennett (Chairman, Newquay Urban Council); 5. Е. 
Collins, (Chairman, Cornwall Centre, Institute of Bankers); 
LL.B., J.P., F.C.A. (Member of the 
Council of the Institute); AS. Maclver, M.C., В.А. (Secretary 


_. of the Institute); S. К. Perratt, F.c.a. (Chairman, Exeter and 


District Branch, Bristol and West of England Society of 
Chartered Accountants); P. V. Roberts, А.С.А. (Member of 
the Council of the Institute); A. E. Vinson, F.A.C.C.A. (Chair- 
man, Truro and District Society of Certified and Corporate 
Accountants). 

Proposing the toast of "The Institute of Chartered 
Accountants in England and Wales’, Judge H. R. B. 


Shepherd said in the course of his speech: 


- ‘Tt really is nice to be in the middle of a set of people 
‘whose -objects аге to keep as straight and to keep other 
people as straight, as can be done. 

‘The last war produced an enormous amount of petty 
dishonesty, and there were very few people who did not 
break the regulations in some way, and that caused.;a 
weakening of the moral fibre, which might do an enormous 
amount of harm. One hopes ‘that the present crisis will not 
constrain people to seek their own benefit at the expense 
of other people.’ 


Importance of the District Societies 


Replying to the toast, Mr Dicker congratulated the 
organizers of this the newest branch, and went on to 
refer to the value of the district societies both to the 
Institute and to the public. He continued: 

‘First of all the great value to the Institute is that through 
the district societies the Council is able to assimilate the 
views of a very embracing cross-section of its members. 
Perhaps the most important aspect is geographical. 
Membership of the district societies covers every county 
and area in England and Wales, which, of course, means 
not only do we at Moorgate Place understand the ideas 
and outlook of our members in the great industrial centres 
but also of those in the wild agricultural areas, which in 
fact form the greater part of our country, so that from North, 


| South, East and West we can feel the general pulse of 


opinion which is so important to our whole. 
"The.next cgoss-section'is that of occupation. At the 
present time nearly half our members are either in industry 


_ ог otherwise.engaged in work not "immediately associated 


* with a practising office. One of the great values of district 
* societies is that on their own ground representatives of the 
" many and diverse occupations with which our members are 
· concerned can meet in local and congenial circumstances to’ 
discuss their problems and exchange tbeir personal opinions. 
This is a great contribution to the work of our Institute. 
‘A third cross-section is that of age, where again in our 
district meetings both of committees and of a general 
nature.we get a blending of ancient and modern ways of 


‘Times are moving very rapidly and to keep our Institute 
strong, and to maintain its present place in our great 
ed the older of us must see tbat continuity of 

is assured in what we hand on to our younger 
brechen who are to succeed us.’ 

Mr Dicker then referred to the importance of the 

: relationship of the district societies with the Council 
and continued: 

"There are fourteen district societies or rather should I 
say thirteen provincial ones and London. I mention this 
difference because London is of course really on a separate 
basis in many ways, so perhaps my remarks are more 
applicable to the areas outside London.' 


Need for Increased Support 

"Ihe first fact to be mentioned is the smallness of the 
membership of district societies in relation to our total 
Institute membership. The latest available figures show 
that excluding London there are only 5,400 members of 
district societies. This is not really a satisfactory percentage 
of the potential membership and it is hoped that with the 
present increasing interest in district society activities this 
proportion will be notably increased in the near future.’ 

Continuing, Mr. Dicker said: 

‘My third thought is the value of our district organization 

i from the public point of view. Аз you will know we are not 
allowed to advertise in any way so that perhaps the most 
important form of publicity which.we have is by doing all 
we can to educate the public generally through our own 
endeavours. This is something which can be done, not only 
collectively, through official arrangements such as tonight, 
but more important stil by individual examples in our 
dealings with others than ourselves.’ 

Proposing the toast of “The Cornwall and Plymouth 
Branch', Sir Edward Bolitho said that although only 
50 per cent of those who qualified stayed in practice, 
there was no better grounding for а young man than 
to start his business life in*a chartered accountant's 
office. 

. Responding, Sir John Keay recalled that in training. 
as an articled clerk, one of the first things rammed 
into one was what integrity meant. 

He stressed the importance of finding a remedy for a 
state of affairs in which a boy was sent to school and 
on to university after which he married, and found he 
could not afford®to buy a house, and so went abroad 
and deprived Britain of his services. ‘I cannot ündét- 
stand,' he said, *why a Government commission is not 
set up to see how the best brains in the country can be 
kept at home.’ 

“`The toast of "Ihe Guests’ was proposed by Mr 
Edgcumbe, and Mr Visick responded. 

. The toastmaste “4 was Mr D. F. Jewers, A.C.A., 

Hon. Secretary ef the Cornwall and Plymouth Branch. 
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DINNER IN EXETER 3 
Exeter and District Branch of the Bristol. and West of England 
Society of Chartered Accountants | 


The annual dinner of the Exeter and District Branch 
of the Bristol and West of England Society of Chartered 
Accountants was held at The Imperial Hotel, Exeter, 
on Friday, December 7th. The Branch chairman, Mr 
5. R. Perratt, F.C.4., presided and with Mr С. Croxton- 
Smith, M.A., LL.B., J-P., F.C.A., a member of the Council 
of The Institute of Chartered Accountants in England 
and Wales, received the hundred members and guests 
who attended. 

Among the guests were the Mayor of Exeter, Dr 
С. J. Fuller, D.M., F.R.C.P.; Mr A. Peter Steele-Perkins, 
M.C., Sheriff of Exeter; the Bishop of Crediton, the 
Rt. Rev. W. A. E. Westall; Mr R. C. Unmack, M.A., 
Headmaster of King's College, Taunton; Mr J. J. 
Malim, President, Devon and Exeter Incorporated 
Law Society; and 


Dr J. W. Cook, r.g.s. (Vice-Chancellor, University of 
Exeter), Messrs S. W. Cornwell, F.c A. (former member of 
the Council of the Institute); A. F. B. Ham, r.c.A. (President, 
Bristol and West of England Society of Chartered Account- 
ants); B. R. W. 1 (President, Exeter and District Local 
Centre, Institute of Bankers); J. A. Isaac, A:S.A.A. (Vice- 


President, Incorporated Accountants’ District Society of - 


Devon and Cornwall); D. F. Jewers, A.C.A. (Secretary, 
Cornwall and Plymouth Branch, Bristol and West of England 
Society of Chartered Accountants); C. H. S. Loveday, A.C.A. 
an Assistant Secretary of the Institute); G. G. E. Lucas 
H.M. Inspector of Taxes, Exeter rst District); D. Lyon- 

mith (Hon, Secretary, Devon and Exeter Incorporated Law 
Society). 

Messrs R. C. Mitchell (Association of H.M. Inspectors of 
Taxes); P. D. Pascho, Р.8.А.А. (Secretary, Incorporated 
Accountants’ District Society of Devon and Cornwall), 
P. V. Roberts, A.C.A. (Member of the Council of the Institute); 
А. L. Rowell, р.3.0., F.C.A. (Hon. Secretary, Bristol and 
West of England Society of Chartered Accountants); G. E. 
Tomlinson (Hon. Secretary, Western Counties Branch, 
Chartered Auctioneers’ and Estate Agents’ Institute). 


The toast of “The City and County of the City of 
Exeter’ was proposed by Mr Unmack, who said that 
since he first visited Exeter thirty-seven years ago his 
impression of the city was that of a place of great 
beauty, interest, dignity and friendliness. 

Among post-war ‘casualties’ was a downgrading of 
the sense of duty and responsibility. There was no 
objection to higher wages or making money, but there 
was grave objection to the breaking of contracts and 
the making of money for less work. 


Schoolmdsters and Chartered Accountants 


Schoolmasters and chartered accountants had some- 
thing in common. Both were concerned with the 
problem of human endeavour, although from different 
angles. The chartered accountar assessed that 
endeavour economically and the schoolmaster morally 
_ and spiritually. : 

In reply, the Mayor of Exeter said that Exeter was 
making a good job of its rebuilding. Exeter's new 
buildings were better than those rather appalling ferro- 
concrete structures which were going up in other parts 
of Britain and on the Continent, however useful those 
structures might be from the functional point of view. 

. 


The Mayor mentioned an appeal he was making for ` 
the building fund for the University of Exeter. It 
was hoped to raise £250,000 for the fund. The Uni- 
versity was a scholastic institution which conferred 
great benefit on the counties of West Somerset, West 
Dorset, Devon and Cornwall. 

'The toast of "T'he Institute of Chartered Accountants 
in England and Wales’ was proposed by the Bishop 
of Crediton, who confessed an inability to do mathe- 
matics which had persisted throughout his schooldays 
and beyond. He still distrusted statistics and symbols. 
Yet he realized that most of thosé present, in their daily 
duty of dealing with dry facts and figures, were doing 
a great function in helping their fellow human beings. 

Replying to the toast, Mr Croxton-Smith conveyed 
the regrets of Mr Carrington, Immediate Past President 
of the Institute, on his inability to be present. Mr 
Carrington had told him the previous Wednesday that 
at that moment he hoped to be in an aircraft over 
Karachi. Mr Croxton-Smith said he therefore had 
the honour of bringing to the company the greetings of 
the Institute. 


Branch's Tenth Birthday 


He had been reminded by Mr J. С. Simpkins, 
Hon. Secretary of the Branch, that this was the 
Branch's tenth birthday, and Mr Croxton-Smith 


recalled that, with Mr P. V. Roberts, A.C.A., and Mr 


5. W. Cornwell, F.c.a., he had the privilege of being 


present at the inaugural meeting of the Branch. 


As the membership of the Institute increased, and 
the work its members were called upon to do seemed 


.to grow at an almost alarming rate, 80 the functions of 
"district societies, branches and groups became more 


and more important. Through them members of the 
Institute could take part in corporate life and affairs, 
could pool their own knowledge and experience and 


‘improve their methods. 


There were few of them whose code of behaviour 
did not improve when they felt they were acting as 
members of a team – if he might so call a branch — 
than when they were acting purely as individuals. 


Residential Course in Exeter 


‘One most important activity was the help given to 


the training of future members of their profession. He 
understood that a residential course had been arranged 
one week next March in Exeter. That should be of 


.great benefit to the articled clerks in Devon and 


Cornwall. He hoped it would be the first of a series of 
such courses. 

Mr Croxton-Smith appealed to all members of the 
Institute to support the Benevolent Association by 
subscription and by putting forward cases where it 
was known that help might be needed. 

‘I am tempted, my Lord Bishop,’ continued Mr 
Croxton-Smith, ‘to say that the churches have as 
much need as industry of increased income if they are to 
be effective. And the clergy have, perhaps, greater need 
than any to take advantage of every Боан relief 
from taxation.’ Continuing Mr Croxton-Smith said: 
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"АП the needs of our clients demand a high standard 
of skill and behaviour from our members, whether in 
industry or practice, and it is in the maintenance of 
. these standards that district societies, branches and 
groups.play such an important part. 
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‘It is right, therefore, that I should thank those 
members who give their time to the organization and 
running of such bodies.' 

The toast of ‘Our Guests’ was proposed by the 
Chairman and Mr Malim responded. 


THE NOTTINGHAM CHARTERED 
ACCOUNTANT STUDENTS’. SOCIETY 
ANNUAL DINNER 


The annual dinner of The Nottingham Chartered 
Accountant Students’ Society was held at The Welbeck 
Hotel, Nottingham, on Thursday, December 6th, 
with the President of the Society, Mr C. E. Turton, 
Е.С.А., in the chair. There was, an attendance of over 
110 members and guests. 

Among those present were Mr James Blakey, Е.С.А., 
а Past President of the Institute and a member of the 
Council; Mr E. R. Hill, F.c.4., Vice-President of The 
Nottingham Chartered Accountant Students’ Society; 
Lieut.-Comdr. G. J. Mackness, O.B.E., D.S.C., D.L., 
J.P., R.N.(Rtd.); The Venerable J. H. L. Phillips, М.А., 
Archdeacon of Nottingham; Lieut.-Col. С. А. 
Wharton, M.B.E., т.р:, Under Sheriff and Clerk of the 
Peace of the City of Nottingham, and 

Messrs W. M. Allen (Secretarial "Assistant, The Institute 
of Chartered Accountants in England and Wales); B. 5. 
Atkinson (Hon. Treasurer, Leeds Chartered Accountant 

Students’ Society); J. Е. S. Cowling, LL.B. (Secretary, 
Nottingham Law Students’ Society); M. E. G. Felton, 
A.R.1.C.8. (Chairman, The Royal Institution of Chartered 
Surveyors, Nottinghamshire, Lincolnshire and Derby Branch, 
Junior Organization);.D. A. Firth (President, Nottingham 
Sunior Chamber of Commerce); P. F. Granger, F.C.A. (Member 
of the Council of the Institute); J. S. F. Hill, F.c.A. (Hon. 
Auditor, Nottingham Chartered Accountant Students’ 
Society); P. R. Linnell (Hon. Assistant Secretary, Leicester 
and Northampton Chartered Accountant Students’ Society); 
L. С. McCracken (Vice-Chairman of the Committee, London 
Chartered Accountant Students’ Society); P. G. Mayers 
(Hon. Secretary, Birmingham Chartered Accountant Students’ 
Society). 

Messrs C. L. O'Callaghan, A.C.A., A.S.A.A. (President, 
Nottingham Society of Chartered Accountants); F. M. Oddy 
(Hon. Treasurer, Bradford Chartered Accountant. Students? 
Society); W. F. Partridge (Member of Committee, Northern 
Chartered Accountant Students’ Society); J. W. G. Richard- 
son (Member of Committee, Manchester Chartered Account- 
ants’ Students’ Society); B. E. Smith (Hon. пас 
Sheffield Chartered Accountant Students’ Society); A. 
Tapper, F.A.1. (Chairman, The Chartered Auctioneers’ und 
Estate Agents’ Institute, Midland Counties Branch, Funior 
Organization); A. N. Тод (Hon. Secretary, Liverpool 
Chartered Accountant Students’ Association); IN. B. Wallis, 
F.C.A., F.8.A.A. (President, Nottingham Society of Incorporated 
Accountants). 


Seventy-six Years' Distinguished History 
The toast of “The Institute of Chartered Accountants 
in England and Wales' was proposed by Lieut.-Comdr. 
Mackness who congratulated the Institute on its 
seventy-six years' distinguished history. 

‘I think that business as a whole, throughout the 
world, is very fortunate in having men of the high 
standard of chartered accountants to “level the lump”, 
he said. “Wherever one goes – abroad as well — one 
finds that the thartered accountant is looked upon as 
someone above süspicion.'.He added: . 


‘I also notice that you have a very high code of pro- 
fessional conduct. This Institute may have the highest 
ideals and standards but it is made up of individuals and 
like so many other societies, the outside people often judge 
it rather by its individuals than the Institute as a whole.' 

Replying to the toast, Mr Blakey said: 

‘I think quite seriously, that in this age of electronics 
and automation you should not forget the simple things. 
With your principals, try and give "that little bit over" 
There are many good partners who have reached 8 high 
position through “that little bit over". Remember that if 
you serve your principal faithfully for seven hours a day, 
you will, without doubt become principals yourselves. 
If you are thinking of commerce — it can offer much higher 
wages — keep in the profession for at least five years. It will 
pay you handsomely.’ 


An Honoured Profession 
Archdeacon Phillips, proposing the toast of "The 
Nottingham Chartered Accountant Students’ Society’, 
told the students: 

‘It is not so much what you learn that matters, ав the 
ability to find out where information can be obtained and 
the ability to answer the right question. These are far more 
important things in life. You are going into a profession 
which is an honoured one in this land and which has, 
increasingly, a place of real responsibility in the whole 
business and administrative life of the nation. We look 
on the future-of this noble profession with real confidence 
as we see the type of person who is going into it.’ 

In response, Mr Hill said that the Society was one of 
the most successful of its kind in the country, due to its 
excellent officers. It had 214 members and six lady 
members. He was glad to say that the average. 
attendance at Wednesday. evening lectures had risen 
from twenty-six last year to forty-four this year, but 
there was still room for improvement. .. 

He added that lectures were arranged at considerable 
cost and a wide range of subjects was covered. He 
reported that thirteen students had passed their Finals 
since the last dinner. | 


Fine Tradition to Follow 

In proposing the toast of “The Guests’, Mr R. С. 
Turton, of the Society’s Committee, remarked that 
although the period of articles was long and hard, 
students who were content to forgo evenings out, 
found that after the examinations they had achieved 
something that would stand them in good stead for a 
lifetime. Chartered accountants were known through- 
out the country for their integrity and common sense. 
‘This is a fine tradition for us to follow,’ he said. 
Lieut.-Col. Wharton replied to the toast. 

The President of the Society commended Mr M. G. 
Sermon, Hon. Secretary, Mr J. Henshaw, Hon. 'T'reas- 
urer, and Mr C. Ball, Hon. Dinner Secretary, for their 
hard work during the year. 
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NOTES AND NOTICES 


Personal 
Messrs НЕАТНСОТЕ ёс COLEMAN, Chartered Ac- 
countants, announce that they have removed their 
offices from 39 Temple Row, Birmingham, 2, to 69 
Harborne Road, Edgbaston, Birmingham, 15 (tele- 
phone: Edgbaston 4141), and the whole of their 
practice will now be carried on at that address. 


Professional Notes 
Mr С.І. C. Touche, B.A., Е.С.А., has been appointed 
a director of the Indian and General Investment 
Trust. 
Mr R. W. Douglass, A.C.A., has been appointed 
secretary of Mann Egerton & Co Ltd, of Norwich. 


Annual Report on Bankruptcy 
In 1955 there were 2,163 receiving and administration 
orders in the High Court and County Courts, 
compared with 2,176 in 1954. These figures are 
given in the Board of Trade’s General Annual Report 
for 19551, on matters within the Bankruptcy and 
Deeds of Arrangement Acts, published on Wednesday. 

Estates in which trustees were released during the 
year, numbered 1,306 official (1,865 in 1954) and 
524 non-official (633 in 1954). Details of the. 
results of the trustees’ administration are given in 
the report. 

The report also gives details of the 568 debtors’ 
applications for discharge (440 in io) of the 82 
prosecutions (95 in 1954) in respect of offences 
reported by the Official Receivers, of the 306 deeds 
of arrangement registered (326 in 1954), and the 


accounts were rendered. 


Central London Discussion Group 
Ata meeting of the Central London Discussion Group 
of the London and District Society of Chartered 
Accountants held on November 27th, the subject 
‘Industrial relations’ was introduced by the Group 
chairman, Mr E. Smith, A.C.A. 

The next meeting of the Group is to be held at 
The Lamb and Flag, Rose Street, WC2, on 'Thursday, 
January 3rd, 1957, at 6 p.m., and any members of the 
Institute who are interested are invited to contact the 
Hon. Secretary, Mr Stanley Dent, A.C.A, 187, 
Wardour Street, London, Wr. Telephone: Gerrard 
7026. 


1 Bankruptcy General Annual Report for the Year 1955. 
. H.M.S.O. Price 12 6d (by post 15 За). 


Incorporated Accountants' District Society of 
Sussex 

The annual dinner of the Incorporated Accountants’ 

District Society of Sussex was held at the Royal 

Pavilion, Brighton, on Friday, December 7th, 

presided over by the President, Mr P. G. Barnett, 

А.5.А.А. 

The Rt. Hon. the Earl of Woolton, C.H., P.C., 
proposed the toast of ‘The Society of Incorporated 
Accountants and the Accountancy Profession' and 
Sir Richard Yeabsley, С.В.Е., Е.С.А., Е.5.А.А., President 
of The Society of Incorporated Accountants, 
responded. 

‘Our Guests’ was proposed by Mr J. Meares, 
А.5.А.А., and acknowledged by Mr J. K. Hankinson, 
Registrar of Brighton and Lewes County Court. 
The toast of "Ihe District Society of Sussex’ was 
proposed by Mr Philip Panto and acknowledged by 
Mr Barnett. 

By tradition the speeches were delivered іп 
candlelight. 


The Chartered Accountant Students’ Society 
of London 


final’ The following meetings of the London Students’ 


Society will be held next week: 

Wednesday, 5.45 p.m., at London Wall Restaurant: Dinner 
debate. The debate will take the form of Parliamentary 
proceedings on a Bill to be presented for ‘second reading.’ 
(The terms of the Bil] are available at the Library.) 

Friday, 11.30 p.m., at the Royal Festival Hall Restaurant: 
Christmas Dance. 


Union of Chartered Accountant Students’ 
262 deeds (324 in 1954) in respect of which final : 


Societies 
The annual conference of the Union of Chartered 
Accountant Students’ Societies was held in Man- 
chester on December 7th. Forty-seven delegates took 


‘part, representing twenty-three students’ societies, 


under the chairmanship of Mr J. S. Ellison, M.A., 
A.C.A., of Liverpool. 

The conference opened with prayers and with a 
welcome from the President of the Manchester 
‘Students’ Society, Mr H. К. Poppleton, r.c.a. 

Introducing the report of the meeting between 
members of the Council of the Institute and the 
Liaison Committee of the Union, the Chairman 
reminded the conference that the Liaison Committee 
was appointed to present facts and opinions for 
articled clerks as a whole. Each year the Council 
of the Institute invited the Committee to meet the 
President and some of the members of the Council 
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to review matters of interest and difficulty affecting 
articled clerks. The points discussed were referred 
to the appropriate committees of the Council, and, 
after their consideration, the Council's statement on 
the meeting was issued. He stressed the importance 
- of the informal and confidential nature of the pro- 
ceedings. Under these conditions it was possible for 
the discussion to be full, free and frank on both sides, 
though obviously nothing said at that stage by the 
individual members of the Council could be taken 
as binding on the committees. Тће freedom and 
confidential nature of the discussions made it impos- 
sible to give a full report of the proceedings, but the 
Council's statement reviewed the ground covered 
by the meeting and this had been circulated to 
member societies, | 

Following the reception of the statement on the 
meeting of the Liaison Committee, the Union 
Conference considered the report of the committee 
appointed in 1955 to meet the coaches and discuss . 
difficulties with them. 

The Committee had circularized member societies, 
and as a result received a large number of points to 
be put to the coaches. After these had been submitted, 
meetings were held with representatives from each 
of the coaches at which the queries raised were 
discussed in detail. These discussions had ventilated 
the many difficulties which could not be avoided. 
The Committee were impressed by the constructive 
approach to the problems shown by all the coaches 
and the systems already adopted to deal with the. 
more persistent queries so far as was possible under 
the present difficult conditions. pn 

The following subjects were then discussed by the 
conference: 

The most appropriate annual accounting date for: |! 
students’ societies; joint arrangements and mutual 
invitations to other student bodies in connection with 
lecture programmes; the part taken by students’ societies 
in the training of articled clerks; the Council’s statements 
on study leave; the relationship ‘of principals and articled']- 
clerks in regard to their mutual obligations for training; : 
visual aids for instruction in accountancy subjects; the 
system of education and training of articled clerks under 

' modern conditions; conditions for students continuing 
employment after articles until Final examination; & 
scale of remuneration for articled clerks; optional subjects 
for the examinations; issue of examination statistics; the 
effect of the call-up of reservists upon articles; reduced 
rates of air transport fares for articled clerks; future 
arrangements for the conference. 

The Liaison Committee was reappointed to be 
available to discuss further with members of the 
Council matters raised at the conference and any 
other questions affecting articled clerks which might 
usefully be considered. 
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On the evening of the conference a dinner for the 
delegates was given by the Manchester Students' 
Society, and Mr H. K. Poppleton, F.c.a., took the 
chair. The evening was completely informal and | 
provided a most valuable opportunity for delegates 
to exchange experiences and suggestions for the im- . 
provement of the work of their societies. 


Our Weekly Problem 
No. 148: THR WASSAILERS 
Carols were a feature of the hospital at Christmas. 
Mr L. U. Sidate met two nurses going to the re- 
hearsal and was delighted to find on reaching the 
room that some of the doctors had also joined the 
party as tenors and basses. He noted that it was an 
even chance that the two persons he had met were 
nurses. If there had been one less nurse and one 
more doctor it would have been a one in ten chance 
that the two he met were both doctors. 
How many were there in the carol party? 
The answer will be published next week. 


ANSWER TO Мо. 147: PAYING THE RATES 


If the present rateable value is £n, the previous value was 


e. If y shillings in s is the rate for 1955-56 the 1955 pay- 
ments = £45 +? (ce x 2) = £195 from which y = 5200 
2) +4 


Similarly, 1956 ЕИ =} (T x 


23) = £230 
P go 








Substituting for y, n = £300. 
The present rateable value is therefore £300. 


SEVENTY-FIVE YEARS AGO 

From The Accountant ог DECEMBER 17TH, 1881 
` Leading article entitled 
THE INSTITUTE OF CHARTERED ACCOUNTANTS, AND 

“ACCOUNTANTS.” 

A Subscriber sends us а newspaper cutting con- 
taining a report of the запао of а summons relating 
to excessive distress, in w ich the defendant is 
described as Mr. **who has for a few years past 
carried on business as ап accountant at 7 
&c.; the case being, in the opinion of the local editor, 
one “of considerable importance to accountants, 
trustees in liquidation and bankruptcy proceedings.” 
Subscriber says:—I send you herein an account of 
the last exploit of one who seems to be doing his 
best to bring the profession of accountancy into 
odium and contempt. I wish it were in the power 
of the Council of the Institute, or that they would ac- 
quire power to prevent ignorant, and impudent fel- - 
lows of this description from assuming a title which 
they can only disgrace. 
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Greetings 


To our many friends and 
readers the world over, we 
extend our good ‘wishes for 
a Merry Christmas and а 


Happy New Year. 
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A MOMENTOUS SCHEME 


HE members of 'The Institute of Chartered Accountants 

in England and Wales, The Institute of Chartered Account- 

ants of Scotland, The Institute of Chartered Accountants 
in Ireland and The Society of Incorporated Accountants should 
receive among their Christmas mail this week-end the details of 
a scheme of outstanding importance to the accountancy profession. 
. In essence, the proposals are that.the Society would be inte- 
grated with the three Institutes and that its members in practice 
in the United Kingdom and Ireland, and other members whose 
qualification was obtained after experience in the offices of 
accountants practising in these countries, would be offered mem- 
bership of one of the three Institutes with the right to the 
description ‘Chartered Accountant’. The remaining members of 
the Society would be offered membership of the English Institute 
in a new class of membership with the designation ‘Incorporated 


‘Accountant’. 


As may well be imagined, the English Institute would receive 
by far the greatest number of the Society’s members. The mem- 
bership of the Society at June 30th, 1956, was 10,945, of whom 
639 were also Chartered Accountants. Of the balance of 10,306, 
7:794 would be eligible for membership of the English Institute 
as Chartered Accountants and 2,065 would be eligible for member- 
ship as Incorporated Accountants, a total possible accretion of 
9,859, which would raise the membership of the Institute from 
19,112 to 28,971. The Scottish Institute has at present 5,947 
members, and if the 93 eligible members of the Society were 
admitted, the total would then be 6,040. The integrated member- 
ship of the Irish Institute would be 1,340 made up of its 986 
present members and 354 eligible Society members. 

In the English and Irish Institutes and in the Society there are 
two classes of members – Fellows and Associates. It is proposed 
that, subject to certain residential and other qualifications, Fellows 
of the Society would be eligible for Fellowship of the appropriate 
Institute. Members of the Society who have not been five years 
in practice would be eligible as Associates of one or other of the 


‘Institutes in the first instance, with the right of election as Fellows 


on completion of the balance of their five-year terms. Members 


e of the Society who join the English or Irish Institutes, having had 


the necessary office experience, would be entitled to call them- 
selves Chartered Accountants and to use the initials. A.C.A. or 
F.C.A., as the case may be, but would have to discontinue the 
description ‘Incorporated Accountant’ and the use of the letters 
F.S.A.A. or A.S.A.A. There is, in the case of the English Institute, 
опе stated exception to this provisa, Fellows of the Society who 
joined the Institüte as Associates but were not eligible for 
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Fellowship, could at their option continue for as 
long as they liked, provided they were not in 
practice, to describe themselves as Incorporated 


Accountants and to use the initials F.S.A.A. The’ 


Scottish Institute has only one class of member 
so that no similar arrangements would be needed. 

Those members of the Society who would 
become eligible for membership of the English 
Institute in the special class of 'Incorporated 
Accountants', would continue to be so described 
and to use tbe designatory letters A.S.A.A. or 
F.S.A.A. 'They would, however, have the same 
rights and responsibilities as the members of the 


other two classes but would not, as such, be^ 


allowed to take pupils for training as Chartered 
or Incorporated Accountants. Members of the 


‘Incorporated Accountant’ class would be eligible- 


to become Associates of the Institute if they 
acquired three years' continuous experience in the 
office of a member of the Institute or the Society 
practising as a public accountant, and had passed 
the full Final examinatiori of the Society or the 
Final examination of the Institute. Neither the 
Scottish nor the Irish Institute proposes to create 

an ‘Incorporated Accountant’ class of member- 
ship but they both make provision for admitting 
to membership any member of that class of the 
English Institute who has fulfilled conditions 
similar to those described above which would 
make him eligible for Associate membership of 
that Institute. 

Full provision has been made for existing 
students of the Society to complete their training 
and become members of the chartered bodies. In 
addition to conducting their own examinations, 
the three Institutes would continue to hold. the 
Society's examinations for a limited period..In 
order that there would be full facilities for new 
entrants to.the profession, the number of articled 
clerks which principals in the English and Irish 
Institutes may have in their service at the same 
' time would be increased from two to four, each 
Council having the power to increase that number 
in individual desirable cases. No amendment to 
the constitution of the Scottish Institute would 
be required on this score. 

The Council of the English Institute would be 
increased from forty-five to fifty-five by the 
appointment of ten members of the Council of 
the Society. In addition to the usual number of 
retirements by rotation each year, gwo of the 
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Society's members would retire annually (being 
eligible for re-election). If any vacancy thus 
created was not filled, the members of the Council 
would be reduced accordingly and would in time 
revert to forty-five, A similar arrangement is pro- 
posed for the Irish Institute where four Society 
members would be added to the existing eighteen: 
The Scottish Institute does not propose to co-opt 
any additional members to its Council. To help 
with the administration of the scheme and, also, 
to consider any matters of interest to the pro- 
fession, a Joint Standing Committee of repre- 
sentatives of the three Institutes would be formed. 

On the liquidation of the Society, its surplus 
funds would be transferred to the English 
Institute. It has been agreed that the Council of 
the Institute would make payments out of these 
funds to the Scottish and Irish Institutes. These 
sums would include forty guineas to the Scottish 
Institute for each member of the Society admitted 
(forty guineas being the amount of the entrance 
fee) and twenty guineas to the. Irish Institute 
(which has an entrance fee of ten guineas) for 
each Society member joining. 

In the booklet being issued this week-end to 
its members, the English Institute enumerates in 
the explanatory memorandum (reproduced else- 
where in this issue) which precedes the scheme 
of integration, the advantages to be derived from 
the proposals. It would, the Council states, be 'a 
material step.towards the integration of the pro- 
fession’. and would make ‘a clear distinction 
between the chartered qualification and that of 
other bodies’, 

From an analysis made of the 1955 Final 
examination results of the Society, it has been 
ascertained that no fewer than 44 per cent of the 
successful candidates were employed by firms of 
chartered accountants in this country and in 
Eire, and a further 10 per cent with mixed firms 
with at least one chartered partner. By raising the 
number of articled clerks permitted to each prac- 
tising member from two to four, the greater would 
be the opportunity for young people with ‘the 
necessary qualities of character and ability to 
become chartered accountants’. 

The Council of the Society in its memorandum 
now being sent to the Society’s members, says that: 

‘It is not easy, after a long, useful and honourable 


history extendimg over seventy years, to contem- 
_ plate the liquidation of the Socigty as a separate 


December .22nd, 1956 


body or the adoption of different professional | 


designations in the future for members who in the 
past have enjoyed a designation in common.’ 
In reaching its decision, the Council states that 
sit was influenced by the fact that the public is 
confused by the present ‘multiplicity of account- 
ancy .bodies' and that the integration of’ the 
Society with the Institutes would enable the pro- 
fession to put forward its views with 'far greater 
duthority than has formerly been possible’. 
Whether or not these and other more domestic 
advantages outlined are sufficient justification for 
this momentous action, the Councils.of the 
Institutes and the Society have, very rightly, left 
to members to decide. The procedure is that 
informal meetings of district societies will be held 
in January and early February to discuss the 
scheme and, on February 19th, 1957, a special 
meeting of the English Institute will be held in 


large stores and shops gaily greet the 

changing seasons well in advance, Christ- 
mas is slow in coming to the City. The large banks 
and insurance companies, although they could 
well afford to do so, do not deck their impressive 
frontages with festoons of fairy lights or employ 
a Santa Claus to hand gifts of bearer cheques and 
paid-up policies to wondering articled clerks and 
other innocents who still believe in the benevolent 
St Nicholas. Indeed, almost the only intimation 
of the approach of the season of peace and good- 
will to appear in or on their palatial premises is 
„а terse notice, unrelieved by even a single sprig 
of holly, stating that they will be closed — as if 
anyone cared — on this day and that. It is left to 
the fairies — or is it the City fathers? — who 
place.a magnificent tree at the entrance to the 
Royal Exchange each year, to provide one of the 
few visual symbols of Christmas i in the heart of 
„ће Square Mile. 

And what of the spirit of ou which is 
much more important than outward appearances? 
It is particularly appropriate that, at this time of 
the year, the memory of St Nicholas. should be 
honoured, albeit quietly, in our midst because he 
is the patron of merchants as well as of little 


Us. London's West End, where the 
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the. Royal Festival Hall, London. If the scheme 


is then approved, the resolutions necessary to - 


amend the charters and bye-laws of the Institute 
would be submitted. То comply with the consti- 
tution of the Institute, a poll would have to be 
taken afterwards irrespective of the decisions 
drrived at by.a show of hands at the meeting. · 

If the Institute adopts the scheme, the Councils 
of the Scottish and Irish Institutes would convene 
meetings to ratify their schemes with the Society 
and to make the necessary alterations to their 
constitutions. Ап extraordinary general meeting 
of.the Society would be held with the object of 
altering. its articles sò that all members would 
have an adequate opportunity to vote on the 
schemes. Finally, at a further extraordinary 
general meeting the schemes would be considered 
and, if approved, the Society would be placed in 
voluntary liquidation. 


CHRISTMAS IN THE CITY 


children. If (and this is a.digression) the Chinese 
poet who wrote: 
*Business men boast of their skill and cunning 
But in philosophy they are like little children’ 
is to be believed, then these two groups have. 
Something more in common than just sharing 
the same saint and a mutual innocence of matters 
philosophical. Little children, especially at 
Christmastide, display a skil and cunning at 
striking bargains which many a man in Mincing 
Lane might envy. 

G. K. CHESTERTON said many years ago that 
the innocuous sixpences in the Christmas pud- 
dings were in danger of being multiplied into 
thirty pieces of silver. This was not an inspired 
forecast of inflation but a warning that Christmas 
was becoming hopelessly commercialized. The 
Criticism is more than ever applicable today, so 
perhaps, after all, it is just as well that the City 
with its financial genius does not turn its attention 
too enthusiastically to the festival of its patron. 
St Nicholas is also the patron of Russia and of 
travellers by land- who, presumably, include 
motorists — so that, all in all, he must have his 
hands fairly full at the moment. То make him the 
subject of a prospectus, however attractive, 
might ойу add to his worries as well as tempting. 
us to think 'too much about prites and too 
little about pudding". — * 
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SCHEDULE D 


Proposals for Simpler Assessment and Collection 
by R. W. SMITH, F.C.A. 


URING the months of November and 
ID the practising accountant is 
confronted with one of his most trouble- 
some seasonal problems: the checking of assess- 
ment notices and demand notes for tax payable 
on the first day of the New Year. The same 
problem arises for the Inspector and the Collector 
of 'Taxes; there is almost,universal agreement 
that it would greatly- benefit all concerned if this 
work could be spread over a longer period 
throughout the year. It is worthy: of some com- 
. ment that a profession which successfully advises 
on management problems and the efficient use of 
man-power has so far been unable to find an answer 
to this one. 

The magnitude of the difficulty varies very 
much between one practice and another but it is 
probably a fair generalization to say that the 
smaller practice is the greater sufferer. The 
reasons for this are fairly obvious. The machinery 
of assessment and collection is the same for each 
taxpayer large or small and although the volume 
of work involved in the computation of profits 
may vary. considerably, the checking of individual 
assessments and demands is a task of almost 
equal volume. In a large practice the ratio. of 
assessments to fees might average one to every 
£500 of fees, whereas in a smaller practice it 
might be in the ratio of one to every £25 or 450. 
In actual practice, the disproportion may ђе 

· even greater because the larger company employs 
its own tax specialists, whereas the small business 
almost invariably relies on the auditor or account- 
ant for this work. 


The Revenue’s Difficulties 

Whatever degree of efficiency may be attained 
by the practising accountant, it is inevitable that 
by the time Schedule D assessment notices are 
issued, there will be a large proportion of cases 
where the computation has not been agreed or 
the accounts have not been completed and 
submitted to the Inspector. 

The Inspector, too, has his problems, for the 
preparation of assessment notices for thé whole 
of his district must take time and be spread over 
some weeks or even months; during which time, 
of course, thé-work of agreeing computations must 
go on. Recent observatibn has’shown that in some 


tax districts, provisional assessments are issued in 
November for cases where the computations have 
been agreed as early as the previous July. It is 
hardly fair to blame the Inspector for this when 
it is the system which is at fault. On the other 
hand, every accountant in practice knows the 
difficulty of dealing with the client who delays 
the production of his books until he is driven to 
do so by the receipt of an estimated assessment 
far in excess of his actual profits. 

Even if the present system operated as it was 
intended to do, work would be heavy enough, but 
it is aggravated by many shortcomings which 
occur in practice. Clerical mistakes in assessment 
notices inevitably occur, events occurring after 
the submission of tax returns árise which alter 


'the liability, and delays.occur in notifying the 


Collector that tax is under appeal, so that in- 
correct second and even final demands are issued. 
- Clients become exasperated апа impatient on 
receiving assessments which are patently in- 
correct after having been informed by their 
accountant that the correct liability has been 
agreed. The explanation which has to be offered 
is more often than not one of the most difficult 
problems for the accountant. And above all, the 
twenty-one days in which appeals must be 
submitted is all too short a period. 


A Solution to the Problem 

The only administrative improvements which 
have been made during the last few years are the 
introduction of standard forms for signifying the 
agreement of computations, and the ‘pink’ form 
of appeal. These merely simplify some of the 
clerical work. But it is submitted that there is an 
effective solution to the entire problem which 
will save man-power, time, money, and temper for 
accountant, client and the Revenue, and also 
result in a more expeditious collection of tax: 

Instead of waiting: until November: or Dec- 
ember for theebulk issue of assessment notices, 
arrangements should be made for these to be 
issued by Inspectors of ‘Taxes immediately the 
computation has been agreed and the return of 
income has been submitted to him. Indeed, in 
many small cases it would be possible to issue 
the -assessment gotice at the same time as ‘the 
agreement of the computation is notified., 


Assessment notices should be issued direct -to 
the accountant or other duly authorized agent 


acting for the taxpayer. As a result of this, many - 
assessment notices could be issued even as early _ 


„аз April or May, and others would follow in a 
fairly even flow up to the later months of the year. 

At some conveniently predetermined date, for 
example, November rst, estimated assessments 
would be issued for all cases which had not been 
agreed by then and the existing procedure would 
apply to these. 

Up to this point there will be some obvious 
oteo and difficulties raised, but these are all 
capable of a ready solution. Firstly, there is the 
timing of the Budget statement and the final 
reading of the Finance Act. But as it is almost 
unheard of for the rates of tax, allowances and 
reliefs to be amended as a result of the Parlia- 
mentary debates on the Finance Bill, any objec- 
tion on this point is largely academic rather than 
practical. Another more valid criticism is that 
legislation would have to be introduced to alter 
the present procedure with regard to assessment 
notices. 

It has been stated above that the notices should, 
in appropriate cases, be sent to the duly authorized 
agent instead of the taxpayer (although it is 
found that in some tax districts this is already 
done – presumably without statutory or other 
sanction). It is an archaic practice for the Revenue 
to insist that they must be sent direct to the 
taxpayer. In most cases he does not understand 

‘the form, nor does he want to. Enlightened 

taxpayers. re-address the envelope to their 
accountants without even examining the contents; 
unenlightened taxpayers either panic or forget 
all about the notice until the time limit for appeal 
has passed. Incidentally, it would be a great 
improvement if the microscopic print drawing 
„attention to this were dropped and a, banner 
headline in red put on the top of the form with 
words such as: 


IF THIS 15 WRONG YOU HAVE ONLY THREE 
WEEKS IN WHICH TO SAY 80; 


and why not extend the three weeks into a 
reasonable period? 

A third alteration requiring some Statutory 
^modification of the existing arrangements would 
be in regard to the signing of assessments by the 
Commissioners, who meet only at intervals for 
this purpose. It:is^net understood why the 
procedure should bè à апу more difficult than in the 
case of the proprietor of a business or directors 
of a company signing the firm's cheques. Indeed, 
it could be much easier. The Courts have already 
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given a ruling that an assessment signed by a 
Commissioner with a rubber stamp is valid. 


Paying the Tax 


Next comes the question of ‘paying the tax. 
Doubtless if the assessment is issued in May, 
with a demand note issued for payment in the 
following January, the taxpayer will have forgotten 
all about it by the ште payment has to be made. 
Additional demands’ wil be necessary and 
more correspondence will ensue between account- 
ant and client. But need this really happen? 
Is there no reason why immediate payment, 
subject to a reasonable:discount, should not be 
invited and accepted? ‘Machinery already exists 
for paying tax in advance with a financial adjust- 
ment in favour of the taxpayer. There are Tax 
Réserve Certificates carrying non-taxable interest 
which are already widely used. There was ап 
earlier method by which tax could ђе paid in 
advance at a discount of 24 per cent per annum, 
but this was superseded by the introduction of 


- Tax Reserve Certificates. 


It is suggested that a more NM variant of 
the discount system should be reintroduced 
which would offer greater attractions to the 
smaller taxpayer than the use of Tax Reserve 
Certificates. This is that tax under Schedule D 
could be paid at any time prior to the due date, 
at a tax-free discount of 1d in the £ for every 
whole calendar month in advance. This is a 5 per 
cent per annum discount which requires no 
mathematical skill to calculate. It would be more 
than compensated in cost to the Exchequer by 
reduction in temporary borrowings and the 
reduced expenses of collection. 

For the taxpayer, in addition to reducing. the 
amount he has to pay the Exchequer (always an. 
attractive bait), it would bring the payment 
of his taxes much closer in time to the earning of 
profits, and so remove a universal objection to the 
present delay; that he pays high tax when he can 
least afford it in a bad year which follows a good 
year's profits. There is an administrative pre- 
cedent for this procedure in the system which 
was adopted for the payment of special contri- 
bution (although this was in fact in reverse and 
took account of the interest payable to the 
Revenue). 

In the course of discussions with taxpayers, 
Inspectors, Collectors and practising accountants, 
the writer has not so far encountered any 
really practical objection to these proposals. Is 
there any valid ai why а E not be 
put into effect? 
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TAXATION PENETRATES WONDERLAND 


by ANGUS MACBEATH, C.A., F.C.W.A. 
(With apologies to Lewis Carroll) 


WAS studying somewhat pensively the lists 

‘of second-hand car prices, my hopes sagging. 

Perhaps, after all, I had better keep Penelope 
for another year and then petrol rationing and 
even purchase tax may be off... 

Then Alice came in. Perhaps ‘burst in’ would 
be more correct because she was almost breathless. 

‘Oh, Uncle Mac. Could you come at once?’ 

"Dear mel Has there been an accident? | ' 

*Well, not exactly. It's the Jack of Hearts. He's 
in some dreadful trouble.' 

I conjured up a picture of the poor chap 
struggling for breath or swathed in bandages, 
hence my query: 'Why do you come to me? 
Isn't it a doctor or someone like that you want?’ 

‘No, no,’ was the breathless reply. ‘It isn’t that 
kind of illness at all. He is having difficulty with 
the taxation of the British subsidiaries of a 
company in Wonderland.’ 

Oh, ho! I thought, it’s business again. 

‘Well, you know, I am rather busy at present. 
If he were to write to me about the points of 
difficulty...’ 

‘Oh, do come, Uncle Mac, you know you are 
only reading some silly old magazine. I’m sure 
you can help him much better than anyone else.’ 

Under such a direct attack my ego wavered and 
fell. So off we went once more to the little wicket 
gate at the bottom of the garden. As we passed 
through the gate, the Cheshire Cat appeared 
overhead and nodded his friendly welcome. 


A New Building 


Alice hurried me along; we passed the Ivory 
Castle which gleamed in the sunshine and on 
towards a large dark brown building. 

As we drew nearer, the colour and surface of 
the building began to intrigue me. Alice noticed 
my puckered brow. ‘It’s built of gingerbread 
bricks, she said, ‘the Jack of Hearts had it 
built when bread rationing ended because he could 
not get a permit to build normally. The scheme 
has proved quite successful: this is the only 
building where the cost of repairs and mainten- 
ance is within the statutory allowance.’ 

After that long speech Alice beamed? at me, 
evidently highly pleased with her knowledge. 
‘I heard the Jack of Hearts tell the Кеб Queen,’ 
she explained. 

We passed through а swittg doorway made of 


toffee sheets, and entered a spacious hall which 
had a number of doors opening off it on either 
side. The doors were curious: no two were alike 
and no two were the same size. I did not have 
time to study them as Alice led me towards a 
normal-sized door of cardboard on which she 
knocked before pushing it open. 

We found ourselves in a large, square room 
bright with pale egg-yolk coloured walls on 
which were a number of pictures in frames. 
There was a large desk in the centre of the room 
and, at intervals in front of the walls, were some 
smaller desks. 

At the large desk was seated the Jack of Hearts 
and he did not appear to notice our entrance 
because he continued to hold a mouthpiece in 
his hand and was evidently dictating. 


Taxation Worries 


We drew nearer, and I heard him say, ‘To ds 
Inspector, 93rd District – you know the address – 
Dear Sir, Wonderful Times Ltd, 47392 ABC] 
DFR. We regret the delay of six months in reply- 
ing to your letter of...’ Then he noticed us and 
stopped, rose from his chair and came forward 
smiling. | 

‘It is good of you to come along. I have been 
having awful bother in agreeing directors’ bene- 
fits but a gentleman on a visit from the Never, 
Never Land’ (and he nodded to a corner where 
I saw an elderly gentleman behind a desk reading 
a large book) 'has given me some assistance and 
most of the difficulties have been cleared up. 
Тће main thing I am troubled with now is how 
to avoid having our companies make all their. 
profits out of themselves.’ 

‘Make profits out of themselves?’ questioned 
Alice politely. ‘I thought people had to work to 
earn profits.’ 

‘They still have to do that,’ the Jack said 
dryly, ‘but now if you do anything for yourself 
you make a taxable profit on that, too.’ 

‘Goodness pe. Does that mean that all the. 
people who have taken up “do-it-yourself” will 


. have to pay tax on the profit which would have 


been included in the price of the work if it had 
been done by a tradesman?’ 
I looked at Alice in admiration. She spoke. 
with the assurance of an advanced economist. 
The Jack seemed confused, "You had -better 
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ask your Uncle to answer that, he replied. 

But I was not going to be drawn into attempt- 
ing a direct answer, so I volunteered: ‘This is 
merely another of those irritating pin-pricks 

, which are thrown at us from time to time. It will 
soon sort itself out.' 

“True, true,’ said the Jack, and he sighed as 
though his memory had flashed back to the 
halcyon days when a business paid its income 
tax and proceeded with its work of helping the 
nation’s life unworried by any conglomeration 
of intricate impositions. 

‘While you are here you must see round our 
establishment’; the Jack came back to earth and 
waved round the room. ‘This is where we work 
out the tax liabilities for all our companies 
abroad. Here are the brains of the department,’ 
and he indicated a desk where I saw a bent head 
with large ears, and, as the head was raised, large 
shell-rimmed spectacles whose owner had laid 
out before him many books. He was jumping 
from book to book and jotting down points 
almost as though he was a xylophone player. 

“Then there are the tax clerks who each deal 
with a few companies,’ and he indicated some 
Clubs and Spades who were disconsolately seated 
at their desks eating biscuits and drinking tea. 

‘I see you provide biscuits as well,’ was the 
extent of my comment, while my roving eye 
returned to the elderly gentleman from the 
Never, Never Land. 


The Stranger 


There was definitely something queer about him. 
“Не is reading a book called World Taxes Today,’ 
the Jack enlightened me. But his clothes intrigued 
me, particularly the shape of the jacket which 


was as much as I could see. “Why, he’s wearing a · 


kilt,’ I discovered at last. My interest now 
thoroughly aroused, [ moved to a place where I 
could just see the kilt behind the desk. But it 
defeated me: I could not remember having seen 
the tartan before and imagined it must be one of 
the lesser known clans. Evidently his book 
worried him considerably; he had a haunted look 
and he stirred uneasily in his chair. 

At that moment.an usher came hurrying in 
‘and spoke to the Jack. He turned to us with a 
wry face. "The Queen of Hearts wants to see me 
again. ‘There is an argument going on about some 
special contribution which was charged to her 
marriage contract trustees. ‘I do hope you will 
excuse me. Perhaps Alice could show you round.’ 


‘Of course! Alice was delighted. ‘Let’s go 


and visit some of the people.’ 
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‘Transformation | 


So ahe led me back into the hall and we 
approached а huge door which madé me feel 
extremely small. Alice nibbled a piece of mush- 
room which she held and grew larger and larger 
until she was quite right for the size of the door. 
I watched in astonishment. 

‘Look in your pockets!’ Alice's voice fiu far 
above me was deafening. Quickly I felt іп my 
pockets and sure enough I found something 
strange. In one pocket was a square of brown 
substance with the words ‘Export Order’ printed 
on it. ‘When you nibble that it will make you 
grow,’ Alice boomed, ‘but be careful of your teeth, 
it-is in a hard currency 

So gingerly I nibbled, and sure enough I 
expanded like any well-run, untaxed industry 
and-soon caught Alice up. 


Gross Income - 


"This is Gross Income’s room,’ she told me and, 
knocking, entered. There was a huge walrus in 
the room standing in front of a full-length mirror. 
where he appeared to be admiring himself. He 
turned as we entered, waddled towards us, and 
puffed: ‘Hello, young lady, guess how much 
extra weight I’ve put on since you last called?’ 
‘Goodness, are you still growing?’ . Alice 
seemed quite concerned, but by now Gross 
Income was looking at me. . 
‘Now don’t tell me, he said, ‘let me guess. 
Another foreign traveller to buy exports? a home 
trade statistician? he stumbled a bit over the 
word, ‘or perhaps, and here he dropped his 
voice, but still had a laugh in it, ‘a tax gatherer?’ 
"No, you are quite wrong, Alice replied. “This 
is Uncle Mac who is an accountant.’ 
‘Oh, is that all” He seemed quite sulky. ‘ 
sure I don’t need any costing until I’m a po 
smaller. Thank you, thank you for calling, and 
the walrus waddled back towards his mirror. 


Net Income 


“Well, let us call on Net Income now,’ said Alice, 
‘Here is his door.’ But all I could see was the 
blank wall. Alice was busy with her mushroom 
again and I watched her grow smaller and 
smaller until I had almost lost sight of her. 
‘Your pocket, I heard faintly in the distance; 
so I plünged my hand into my pocket and felt. 
something else which when pulled out proved to 
be a bottle. I turned the bottle over and found. a’ 
label with ‘All Taxes Combined’ printed i in red, 
then, ‘Warning: А е dóse will make you quite 
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small. ТЕ you take. too much it will wipe you out 
completely? .. 

I uncorked the bottle. Е Е the contents 
had an awful smell so I held my nose, closed my 
eyes and drank. The wind whistled past my ears, I 
was travelling at an enormous speed and it took 
me a moment to recover from the shock of 
stopping. 

. “You took it too quickly, Alice reproved, ‘too 
much at once is bad for the, , digestion. Well, here 
we аге,’ and she knocked on a door which I could 
now see from my total height of about one inch. 

. ‘Come in,’ a voice squeaked, and we entered to 
‘see a white mouse of our own size. 

‘Hello, Alice,’ he said. "It ts good of you to call.’ 

‘How are you? I any “Showing my | Uncle Mac 
round the building) ` 

*How do you di he nodded to me. *Oh, this 
wintry weather 18 most trying. Thada nasty attack 
of increased wages again last week. If it were not 
for my insufficiency of depreciation I don't know 
how I would survive. And Gross Income is not 
very helpful either,' he added gloomily, *he always 
looks so healthy and keeps telling me to try a dose 
of taxation, as if I could get any of that back,’ 
and the poor creature looked at me pathetically. . 


: . Mock Turtle 
‘There is always hope of some relief,’ I encouraged 
him and he-brightened up and asked us to call on 
him again. The next call found us nibbling our 
way almost back to normal size and Alice pushed 
open a door behind which we heard the sound ‘of 
sobbing. Seated before a desk with his head on 
his hands was Mock Turtle, weeping bitterly. 

“Whatever is the matter? Alice was all concern. 

Mock Turtle lifted one eye above his arm then 
put down his head and howled more loudly. A 
letter lay open on the desk and Alice picked it up, 
looked at it, then handed it tome. A glance. was 
sufficient:. 'O.H.M.S. Please confirm that your 
annual return disclosed. the whole interest 
received by you during the year . . .’. Oh, hol 
Over £15 of non-disclosed bank interest. I 
wondered what type of annual return he had 
filled up. 

Alice was looking at me questioningly. ‘Is he 
in the soup again?" 

І was quite shocked: Why Alicel What  unlady- 
like slang.’ 

Alice reddened and turning towards the door 
said, ‘Perhaps же had better go,’ but before we 
could do so thé Gryphon came in апа, put his 
atm round | Mock. Turtle’s shoulders. Mock 
Turtle stopped his sobbing, looked up and turning 
to us started: 


kd - Ф M 
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‘They call my case back duty, ` 
" To deprive me of my booty; · 
Oh, bother taxation — 
It’s an awful vexation . 
But Alice had pushed me uk the door | 
and I never heard the last line. | 


. Making а Yellow | 

In the hall again we heard sounds of a violent 
argument. ‘Oh, that's Tweedledum and Tweedle- 
dee,' Alice told me, 'they are always preparing a 
memorandum to the Chancellor on his next 
budget and they keep fighting about it. You see,’ 
she added confidentially, 'the one is green and the 
other red and they have awful difficulty. in Agree 
ing on the yellow.’ 

*How do they make a yellow?" I asked. 

- Alice thought for a moment. 'Well, when we 
lad development charges, for example, Tweedle- 
dum said there shouldn't be any and Tweedledee 
said there should, so they agreed that good soil 
should be charged and poor soil should receive a 
payment. But look, the. Jack is back again.’ 

And sure enough the Jack was standing in his 
"The Queen of Hearts. 
will be the death of me,' was his greeting. 

‘She thought once she had to pay the total shown 
on a notice of coding, and another time the gross 
amount of a.*nil" Schedule A assessment; but 
the worst of all was when she received ап esti- 
mated assessment at a time when the royal market 
garden was showing a loss.’ He shook his head 
slowly, ‘Between the Queen and the Inspector 
of Taxes I feel like a nut in a nutcracker. Ah, 


. well, 1 hope you have met some of our friends and 


will be able to come back soon. I am expecting’ 
trouble in agreeing the private use of the royal 
coach.’ . M 
The Stranger Again . 

But my eyes had strayed to the ‘pictures’ on the 
walls. “These are tax forms both old and new, our 
host explained, ‘there is an Income Tax Return, 
a Surtax Return, a Claim for Allowances form, a 
Profits Tax Return, an Excess Profits. Levy 
Return, a return for Special Contribytion, an —— 
oh; you have not met the adviser from the 
Never, Never Land. I must introduce you.’ 

Of course, the elderly gentleman in the kilt. 
He was still reading the book on World Taxes.: 


' Today, but he was now quite pale and looking 


haggard. He stood up when the Jack approached 
him, and smiled weakly ав ће nodded towards us. 
‘Modern taxation makes. bur friend shudder,’ 
the Jack said half jocularly. ‘He used to know 
something of it insyears gone by. Let me introduce 
you. Miss Alide’s Uncle Мас – My Adam Smith." 
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THE TOAST IS *MYCROFT ‘HOLMES’ 


by C. O. MERRIMAN, A.C.A. 


N January 8th, 1954, Lord Peter Wimsey, 
by courtesy of the British Broadcasting 
Corporation, extended greetings to 

Sherlock Holmes on achieving his hundredth 
birthday. Оп «ће: same day, The Times paid 
tribute to an old friend who ‘lives surrounded 
by his faithful bees on the South Downs’, Other 
acknowledgments were made to the genius of 
Sherlock Holmes in many parts of the world 
and. his health was drunk in Beaune or .Mont- 
rachet by Holmesians as far separated as London, 
New York and Tokyo. 

Ву a happy coincidence, the . centenary of 
Sherlock Holmes had fallen in the same year as 
that of the world’s senior accountancy body and 
one was reminded of the close association of 
Holmes with the art or mystery of ‘double 
entry’ when in* The Case of the Stockbroker’s 
Clerk, he had adopted the role of an accountant 
and was accompanied by Dr Watson in the 
capacity of his audit clerk. 

The celebrations attending the centenary of 
Holmes caused a revival of interest in ‘research 
into his famous cases, and as a direct result it 
has only recently brought to light a regrettable 
lapse onthe part of the accountancy profession in 
overlooking — seven’ years earlier — the centenary 
of his older brother, Mycroft, the eminent account- 
ant, whose intellectual prowess and superiority had 
been repeatedly pronounced by his famous brother. 

Any biographer of Mycroft's is at a.considerable 
disadvantage for unlike his brother, Mycroft 
had no Boswell, and one is restricted to the asides 
passed by Dr Watson and the brief appreciations 
by his brother to find out anything about this 
outstanding auditor. It is apparent, however, 
that he was no academic and cloistered Paccioli, 
but a man with a real flair for practical arm-chair 
analysis and possessed with a natural revulsion 
for the pursuit of detail which might incur a 
display of physical energy. We know that he was 
born in 1846 and was descended from a long line 
of English country squires, and that his grand- 

-mother was a sister of Horace Vernet, the third 
in a line of French painters. Very little is known 
about Mycroft's upbringing and, unlike his 
famous brother, neither Oxford nor Cambridge 


appears to have laid claim to being responsible 


for his greater genius: 
One's first impressions of Mycroft are gained 
from the obseryatioris of Dr Watsén in The Case 


of the: Gréék: Interpreter, where he records that 
Mycroft was a much larger and stouter man than 
Sherlock Holmes, and that his face, though 
massive, had preserved something of Sherlock's 
sharpness of expression. Dr Watson was quite 
unnerved on his” ‘first’ ‘handshake with Mycroft, 
and remarked: ` 

| "Jt was.a.broad, flat hand, like the flipper of a 

seal,’ 

- Inthe field of athletics, the difference between 
‘the brothers was quite marked. Sherlock Holmes 
had а wide range of ecd pursuits from boxing 
to baritsu; Mycroft's exercise was restricted to a 
daily walk from his lodgings in Pall Mall to his 
office in Whitehall and then back to the Diogenes 
Club to settle in a comfortable ‘chair with the 
latest periodicals. 

Although physically, Mycroft Holmes did not 
conform to idealistic standards, his intellectual 
qualities were of a high order. Sherlock Holmes 
admitted that Mycroft was his superior in observa- 
tion and deduction .and. that he had the tidiest 
and most orderly brain, with the gréatést capacity 
for storing facts of any living man. 

Ла The Case of thé Greek” Tuterpretér, Holmes 
admitted that Mycroft had an extraordinary 
faculty for figures.and that he was entrusted with 
the. audit of the books of Government depart- 
‘ments. This was the first reference to Mycroft 
as an auditor, and although there is some evidence 
that he was a chartered accountant, no details 
are available of his early training and career: One 
can only guess at the reasons that prompted him 
to leave his professional office and enter Govern- 
ment service. However, if the auditing profession 
lost a.member whom time might have led to one 
of the highest positions of office, the Government 
gained an incomparable: advisory bureau. Mycroft 
was destined to run’ tlie. British. Government 
single-handed and to Ђесоте the focal point for 
all departmental advice. 

‘Mycroft::Holmes’s career аѕ а Government 
auditor was evidently too prosaic for-4.chronicler 
to record for a sensation-seeking public, and 
although he came to his brother's assistance in the 
cases of The Greek Interpreter, The Final Problem 
and TRe- Bruce Partington Plans, Mycroft's sagas 
remain, largely unsung.: A high reward awaits 
the research historian who uncovers the archives 
in which rest -any further contributions. to 
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. A CHRISTMAS SAMPLER’ 


The answers will.be found elsewhere.in this issue 


-* 


А 
Of what American state is: (а) Atlanta; (b) 
Annapolis; (c) Austin, the capital city? 
Who is the present British Ambassádor in: 
(a) Washington; (b) Paris; (c) Rome? 
What is the opposite ofallopathy? — ^ 


B 


. Who was: (a) Belisarius; (b) Bellerophon; (c) 


Bellona? 


. What is a: (a) Бете (b) banneret; (с) 


bollard? 


«6. In what Torm of art did Thomas Bewick excel? 


с 
What is chauvinism? 


. When was the battle of: (a) Crecy; (b) 


Culloden; (с) Corunna? 


. 9. What is the capital city of Chile? _ 
D 
10. Who said that ‘the devil can cite Seriptare 
. for his purpose? . 
ir. What is a dodecahedron? 
12. Who, ‘hand in hand, on the edge of the sand 
. . danced by the light of the moon’? . 
| Е 
13. Who was Madame Eglentyne? 
14. What is eschatology? 
15. Who originated the philosophic theory of 
^ existentialism? 
Е 
16. In which of Shakespeare's plays does Falstaff 
^ appear? 
17. Who composed: (а) Fra Diavolo; (5) ae 
ss Freischütz; (с) Fidelio? 
18. Of what country is St Florian the patron sino 
00 7G 
19. What is a gallimaufry? 
20. Who was: (а) Gawain; (b) Guinever; (c) 
Galahad? 
21. What was the form and function of the 
'. mythological griffin? 
| H. 
22. What English poets are associated with the 
following houses: (а) Casa Guidi; (b New- 
.  Stead Abbey; (c) Bateman's? 
23. Who was: (а) Frederick Gowland Hopkins; 


(b) Geratd Manley Hopkins, (c) Hae Lloyd 
Hopkins? ' 


24. 


What is the connection between Hercules 


^ and Hippolyta? 


25. 
26. 


27. 


What is an ichneumon? 

In which county is the town of: (a) Tlkeston; 
(b) Ilminster; (c) Inveraray? 

What present-day writer uses as a pseudonym 


| then name of a character in a play by Ibsen? · 


29. 
30. 


31. 
32. 
33. 


34- 


43- 


J, 


With what months and with what e. of the 
zodiac are the following jewels associated: 


(a) amethyst; (b) diamond; (с) sapphire? 


Who was the daughter of Joachim? 
Whose love was ‘like a red, red rose that's 
newly sprung in June’? 


5 K . aD 
What (a) English; (b) Scottish, counties begin 
with the letter ‘K’? . 
What does the phrase ‘Kilroy was here’ 
signify? 
What is a: (a) kermess; (b) kursaal; (c) kayak? 


L ae 
In what novels by Charles Dickens do the 
following lawyers appear: (а) Eugene Wray- 
burn; (b) Francis Spenlow; (c) Sampson Brass? 


. What is meant by the polarization of light? 
. Where are the Lofoten Islands? 


M 


. Who said: "АП the world over, I will back the 


masses against the classes’? 


. By what title is the Countess of Merioneth 


better known? 


. What is the derivation of ‘the pseudonym’ 


"Mark Twain’ and by whom was .it adopted? 
и N È 0778 É 


. What modern novel is set on.ùn imaginary 


island called Nepenthe? 


. Who asked: ‘Mais où sont ААУ: ? 
. What is ‘the number of the beast’? . 


О 
Which of the American states is known as 
‘the old dominion’? 


44. What in ecclesiastical architecture is meant 


45. 


by orientation? 
Who was «Annie Oakley? 
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46. 
47. 


48. 


УВ ne 
What is a розе об. bönd? | 


Who, on receiving the ‘Athenaeum instead of - 
на; 


the Pink’ un, said: ‘Golly, what a paper’? 
Of what country. is the pomegranate the 
national emblem? 


a 


5 What is a: (а) ЕТА © inii 
. Where is the Quirinal? n 
. With what battle is the village of Quatre-Bras 


associated? 
aro R- 


. Where are the following races run: (a) City 


and Suburban Handicap; (b) Eclipse Stakes; 
(с) Stewards’ Cup? 


‚ What was Rechab's advice to his family? 
. What does the title Regius Professor signify? 


S. 


. With what countries are the following foods 


associated: (а) - smBrrebrod; (b) savarin; (c) 
succotash? ` 


. Who composed: ‘iy Song before sunrise; (b) 


. Song of the high hills; (c) А song of summer? 


What were the occupations of the parents of 


‘Sally in our alley’? 


5 


. What аге tarot Sands used for? 
« Where and when did "T'amburlaine live? 


60. What are the four English law sessions? 


U 


. То which august company, did Uriel, and 


Uzziel belong? 


. What do the initials U.N.E.S.C.O. represent? 
х What i is ullager 


v а 


. What is the "fotu fos the volume of a 


sphere? 


. Who d C with: (a) Valley Forge; 


(b). Valley Farm; (с) the Valley of Death? 
Via Lactea? - 


. Where is: (a) Via Appis; (b) Via Dolorosa; (c). 


я What is the (а) area in square miles, (5) 


· population of the world? 


. Whose wife was ‘trusty, dusky, vivid, true, 


_ with eyes of god and bramble-dew’? 


um 


RWiete is the civez Xingu? а 
2 What philogopher. was.married ‘to Xantippe? 
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- Y 
What ка ds Yellow Books correspond- 


I. 
d - ing to the official Blue Books of this country? 
Where is the Yarra Yarra river? 
Z 
73. Who wrote a novel about Zadig, the Baby- 
. lonian philosopher? 
74. Why did Zacchaeus climb a sycamore tree? 
75. What naval victory is commemorated each 
- year on ‘the glorious first of June’? : 
£3 • 2 
76. Who -were the two gentlemen of The Two 
` Gentlemen of Verona? 
3 
77. Who owned a three-headed dog? ' 
78. Where is the Three Choirs Festival held? 
. 4 $ 
79. What were President Roosevelt’s ‘four free- 
doms’? 
8o. Who were ‘the four million’ referred to in O. 
Henry’s book of short stories with that title? 
5 
81. What were ‘the five bloods of Ireland’ ? 
82. What аге the five wits? 
6 
.83. Who wrote Six characters in search of an 
author? ` 
84. What is the six-foot way? 
| а | 
85. Whose wedding feast lasted seven days? 
86. If the sun is gold and the moon silver, what: 
- are Mars, Mercury, Saturn, : Jupiter and 
Venus? 
| Е 8 
87. What is the Eighth Commandment? 
9 
88. Who planned to have 'nine bean rows' in his 
island retreat? 
89., Possession is said to be nine points of the law. 
What are the nine pointe? 
: 0 
9o. Who, said: 
. then on the shore 


Of the wide world I stand alane, and think, 


Till Loye and Fame 16 nothingness do sink’ > 
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MANAGEMENT ACCOUNTING 


.. PROBLEMS OF INSTALLATION AND DEVELOPMENT 


-- by R. D. SHRIMPTON, A.C.A. 
Chief Accountant, Paints Division, Imperial Chemical Industries Limited 


the benefit of our experience in the Paints 

Division of Imperial Chemical Industries in 
the installation of budgetary. control and standard 
costing systems, and their ‘subséquent modification 
and development over the past seven years. These 
systems have, of course, been designed to suit the 
conditions of the paint industry, which differ con- 
siderably from those relating to other divisions 
of I.C.I. 
. I do not propose to: адне our. systems in detail 
as this would take far too long. Instead, I propose to 
discuss some of the more important problems which 
we encountered and the way in which we dealt 
with them. 


Te: purpose of my talk is to give to my listeners 


Installation 

Anyone contemplating the introduction of a system 
of management accounting in his own business must 
first decide whether to in outside consultants to 
do the job ‘for him, or whether to try to do the job 
himself with the help of members of his own organiza- 

tion. In I.C.I. Paints Division we decided rightly or 
wrongly, to adopt the latter course and the system, 
which we have hammered out is the product of the 
thought and labour of many different people from 
many different departments of our organization. — — 

In planning the installation of a system of manage-. 
ment accounting there are two important points to 
bear in mind. Firstly, the system must be planned in 
close collaboration with the managers who are going 
to be concerned with the operation of the system and 
whom the system is designed to help. Secondly, the 
proposed system must have not only the approval but 
also the active support of the chairman and board 
of directors of the company concerned. Departmental 
and works managers are busy people and they are not 
likely to give. their whole-hearted co-operation to 
making a new system a success if they feel that their 
directors are disinterested or lukewarm. 

At the planning stage of the installation of our 
standard costing system we formed a standard costing 
committee to work out the details. The chairman of 
this committee was our Division production director, 
and its membership included the manager and a 
senior official of our’ production department, the 
manager and the cost accountant of our principal 
works at Slough, the Division cost accountant, the 
manager in charge of our punched-card installation, 
and myself. 

-To bring the production people into the planning 
stages of a standard costing system has the obvious 


ANNAM IMEEM 
An address given st the Management Accounting Con- 
ference of the "London and District Society of Chartered 
Accountants, held» at Eastbourne, November 8th to roth, 
1956. . • . 


advantage that they know the details of manufacture 
and the works organization much better than the 
accountants. But.it has the further. and probably 
greater advantage that it ensures the maximum degree 
of co-operation on the part of production. and works 
staff in the fixing of the standards and ane operation 
of the system. ' 

The report and recommendations of our standard 
costing committee, having “been accepted by the 
Division finance committee, were sent to all depart- 
mental and works managers and works cost account- 
ants throughout the Division under cover of a note 
from our Division chairman which stated that the 


proposed system had the full approval of the Division : 


Board and requested the fullest collaboration from 
all concerned with its operation. 


Tailoring the System 
А management accounting system is like a suit of 
clothes, in that if it is to give the best results it must 


be carefully tailored to fit the organization which it 


is to serve. Accordingly, the first thing which.a 
professional accountant who is contemplating the 
installation of a system should do is to find out how 
his client's business is organized and who is respon- 
sible for what. In carrying out this exercise he may 
discover cases where existing responsibilities overlap 
or are not clearly. defined. If he does so he must take 
steps to see that such loose ends are tidied up before 


attempting to introduce any system of budgetary . 


control, 

Having got the facts about the organization the 
next step is to construct a code of accounting and сов! 
heads which will accurately reflect the organization 
of the- business. In this code, each department of the 
business, wherever situated, for which a particular. 
manager is responsible, should have allotted to it a 


block of numbers to which all expenditure incurred | 


by that department will be coded. 

In Paints Division we use a simple three-field · cost 
code in which the first field represents the geographical 
location, the second field the department and process 
or section and the third field the type, of expense. A 
fourth field is provided for special purposes; e.g. the 
allocation of research expenditure to types of research 
ahd the allocation of maintenance costs to 3 itidiviciual 
pieces of plant. 


There are twoi important points about our ‘cost code 


and its operation. Firstly, the second field covers the 
entire organization from the Division Board down to 
the smaller sections at works.. Secondly, every 
document which requests or reports the expenditure 
of money (e.g. purchase orders, material requisitions, 


cash vouchers, etg.) is submitted for authorization: 
to the managet of the initiating department or his, 


~ 
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authorized deputy, who" is responsible for ensuring 
that the correct second field code is entered thereon. 
This not only reduces the chance of error (since the 
persons responsible for coding documents in each 
department soon get to know their own codes by 
heart) but also considerably simplifies the job of the 
accounts department in allocating expenses to the 
responsible departments. 


Budgetary Responsibilities 


When we were planning our system of budgetary 
control, we first had to decide who was to be respon- 
sible for preparing the budgets and we decided to ask 
our departmental and works managers to prepare their 
own budgets and to submit them for approval to thé 
directors to whom they were responsible. This pró- 
cedure has the obvious advantage that the person who 
is most competent to say how much a particular 
department ought to cost is, or should be, the 
departmental manager, while the person most 
competent to ask questions as to the necessity for this 
or that item or level of expense is, or should be, the 
director to whom the manager is responsible. In 
addition, however, there is an important psychological 
reason for asking managers to prepare their own 
budgets. If a manager has a budget imposed on him 
by some outside official or group of officials he will 
not have the same incentive to keep within his 
budget as he will have if his budget has been prepared 
by himself. 

We then had to decide how we were to deal with 
what I propose to call ‘departmental oncosts’, e.g. 
rates, lighting, heating and general stationery. Such 
items of expense are necessary for the proper 
functioning of the departments concerned but they 
differ from expenses such as staff salaries, travelling 
expenses, etc., in that they either cannot be соп- 
trolled by the individual departmental managers, as 
in the case of rates, or they cannot conveniently be 
measured on a departmental basis, as is usually the 
case with lighting, heating and general stationery. 

Our answer to this problem was to apponit indi- 
vidual managers as ‘controllers’ of these indirect 
expenses for budget purposes. Such managers, 


- although not personally responsible for the expendi- 


S 


ture, are responsible for preparing budgets of the 
total expenditure, for explaining significant differences 
between actual and budget, and for giving effect to 
any economy measures decreed by the Division 
Board in regard thereto. 

To take the examples which I have mentioned, 
electricity for lighting and steam for heating our 
offices at Slough are supplied from our works situated 
on the same site. Accordingly, the Slough works 
manager was made controller of the cost of lighting 
and heating offices. He was also made controller of 
rates relating to-offices since, for reasons of practical 
convenience, he is budgetarily responsible for the 
rates applying to the whole of the site where both 
his works and most of our Division headquarters 
departmerits are situated. 
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Similarly our office services manager is controller 
of general stationery, by which I mean stationery of a 
general nature which is used by all or most depart- 
ments, e.g. letterheads, paper, pencils, ètc. It would, 
of course, be possible to calculate the cost of issues of 
general stationery to individual departments, but we 
have decided that the benefit to be obtained from 
providing a departmental analysis would not justify 
the cost in clerical labour. 

While on the question of budgetary responsibilities 
I should like to mention a practical problem which 
arose in connection with staff salaries. 

As you will appreciate, the largest item in the cost 
of most of our selling and administrative depart- 
ments is staff salaries. When we first introduced our 
system of departmental budgets we left it to each 
individual manager to*calculate for budget purposes 
what his salary bill would be for the coming year. 
The disadvantage of this procedure was that each 
manager had to make his own calculations and 
although he knew what salaries he had recommended 
for his staff he obviously could not know what his 
own salary would be. 

We gave a bit of thought to this problem and finally 
came to thé obvious conclusion that for purposes of 
budgetary control, and assuming that managers are 
not being asked to reduce their staffs, the cost of the 
existing establishment is not so important as the cost . 
of proposed variations, and further, it is a cost which 
is capable of ready calculation by our personnel 
department. Accordingly, we now arrange for all our 
managers to send lists of their staffs to our personnel 
department shortly before they are due to submit their 
budgets for the following year. Our personnel 
manager checks these lists with his records, values 
them at the recommended salaries for the following 
year and advises each manager the total to be included 
in his budget for existing staff. The manager inserts 
this figure in his budget without alteration and: 
thereafter he shows as a separate figure the net 
addition or reduction arising from his proposals for 
alteration of his existing establishment, In support 
of these proposals he has to submit chapter and verse 
to the director to whom he submits his budget for 
approval. 

Material Price Standards 
The considerations which have tó be taken into 
account in fixing standard prices for materials. are 
rather different from those which apply to other 
standards. In the case of other items of cost the 
variance between standatd and actual performance 
will normally be an indication of relative efficiency. 
In the case of materials this will not necessarily be 
the case. It is, of course, theoretically possible to fix 
as standard prices of materials prices which are 
considered to be the prices at which the supply 
managet or purchasing officer of the organization 
ought to bé able to procure the materials required, 
and thefi to regard the material price variances as 
indications of relative efficiency or ‘cleverness’ in 


buying. . . 
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а mistake. If а supply manager feels that his perform- 
ance is being judged by the amounts of the. price 
variances relating to the materials which. he has had 
to buy, he may tend to accumulate excessive stocks 
When he thinks prices are likely to rise and to run 
his stocks down to dangerously low levels when he 
thinks prices are likely to fall, We take the view that 
although a supply manager must exercise bis judg- 
ment as to future prices it is no part of his function 
to speculate in materials. His.job is to ensure that 
supplies of materials are always there when they are 
wanted but at the same time to*avoid locking up 
capital and storage space in the form of excessive 
stocks. 

Ín Paints Divisions еее we fix standard 
prices for raw materials and centainers on the basis 
of what our supply maiiagér'thinks they are going to 
cost and we try to reduce^variances, either debit or 
credit, to a minimum. With this object i in view we 
revise our standard prices, if and where necessary} 
at quarterly intervals, 

There is a further question which arises in con- 
nection with materials price standards and that is the 
point at which the. price variance should be segre- 
gated. In practice you can either segregate the variance 
at the time the materials are delivered by the supplier 
or at the time they are issued for. production, On 
' theoretical grounds there are strong arguments in 
favour of segregating the variance at the time of issue 
particularly because stocks are, by this method, 
automatically carried in the books at what they 
actually cost. There is, however, an important 
practical advantage to be gained by segregating the 
variance at the time of receipt from the supplier. 
If this is done, materials stock cards can ђе Керіліп 
quantity only, since for each individual material and 
for each accounting period both receipts and issues 
will be valued at the same price, i.e. the standard 
price. In view of this advantage and the consequent 
saving in clerical labour, we adopted this alternative. 
This means that we have to allocate our materials 
price variances between. cost of sales and closing 


stock at the end of each quarter in order to convert. 


stocks at standard prices to stocks at actual prices but 
we have evolved a simple formula for this purpose 
which gives in total approximately the same stock 
value as that which would have resulted. from the 
use of the other method. 


Production Standards 


‘Standard’ ‘production can be fixed on two different 
bases or upon a compromise between the two. 
These are: 


. (1) On the basis of the maximum output of which 
the various factories are capable, after «па пр 
an allowance..for normal interruptions, e.g. 
holidays, repairs to plant, etc; ог . e 


(2) On the basis of the outputs which it is expected 
that the individual factories will in fact be asked 
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гомо provide during the period for which the 


standard is to be fixed, or, in other words, on 


the basis of a sales forecast for the period. 


The first basis has the theoretical advantage that it. 


automatically throws up as a production variance the 


cost of idle capacity, but after lengthy discussion our. . 


standard costing committee finally decided that our 


production standards should be based on sales 


forecasts. In coming to this decision we were in- 
fluenced by the fact that in-paint manufacture plant 
utilization can only be achieved if the correct batch 
sizes of products suited to the individual machines 
are available in the correct proportion, and if a surplus 
of labour is maintained to ensure a quick turn-round 
of plant. In practice this seldom happens. Accord- 
ingly production standards fixed on the basis of 
maximum plant utilization would inevitably produce 
substantial debit variances in regard to production and, 
correspondingly high credit variances in regard to 


departmental costs, and it would be difficult to · 


convince the managers concerned that these large - 


variance figures possessed any real significance. 

Accordingly, in Paints Division we fix our pro- 
duction standards for each year on the basis of the 
sales forecast for that year, from «which it follows 
that our production variances indicate the effective- 
ness of our sales ‘departments in achieving their 
forecasted sales rather than the cost of idle capacity. 

If in any future year the expected levels of plant 
utilization based on our sales forecast were to be 
significantly less than what. we would regard as the 
optimum level we might reconsider our decision 
but this has not in fact happened since we introduced 
our standard costing. system. 


Flexible Budgets 


As originally planned, our standard costing system 
provided for the issue to each works of a manu- 
facturing programme for the coming year on the 
basis of which each departmental head would prepare 
a single budget covering the cost of his department 
for the year. The manufacturing programmes were 
themselves based on the Division sales. forecast for 
the year. 

- It so happened that in the early part of 1951 (the 


year our standard costing system-was introduced) - 


there was a critical shortage of certain of our key raw 


materials arising from the Korean War, and pro- 


duction was drastically curtailed in consequence. As 
a result of this the actual costs of our works depart- 


. ments bore little relation. to the corresponding budget 


figures which Һай been fixed on the basis of a much, 
higher level of production. 


This untoward occurrence turned our. thoughts i in ` 


the direction of a system of flexible budgets by means 
of which actual departmental costs could be compared 
with reasonably reliable. budget figures over a fairly. 
wide span of output levels, We-installed such a system 
in 1952 and the system has been in operation with 
minor modifications ever sinée.- . 

Under this sygtefh heads of departments budget for 


w 


. costs are signifi 


~ men 


a 
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processes and sections under their control -whose 
ificantly affected by output at five 
different levels of output and special five-column 
budget forms are provided for this purpose. One of 
the -levels – Паза the middle опе -~ corresponds 
with the ПА пе programme for the year and 
levels are fixed at arbitrary intervals on either side to 
cover the minimum and maximum levels of produc- 
tion which are likely to be experienced in practice. 
Each item of expense is then budgeted at each of 
the five levels of output and the figures entered in 
the appropriate columns. After approval by the 
works manager, the column totals are put on a graph 
so that at any level of output within the span covered 
by the cost line on the graph the approximate corres- 
TORRE budget figure can be read off. Тће difference 
tween the actual total cost for any period and the 
corresponding budget figure so calculated, represents 
the зао cost variance for which the depart- 
head is responsible. The difference between 
the budget figure and the amount charged to products 
at the standard rate (which will have been based on 
the manufacturing programme level and the budgeted 
total cost at that level) represents the. production 
variance for whieh the works is not responsible. . 


Fixed and Variable Costs 


Before the introduction of our management account- 
ing system we made no attempt to distinguish between 
fixed and variable costs and both types of expense, 
whether incurred at Division headquarters or at 
works, were allocated to individual product groups 
or lines on bases which necessarily became more and 
more arbitrary as one got further and further away 
from the factory floor. 

The first breach in this wall of complete absorption 
costing was таде in 1950 when we decided to dis- 
continue the allocation of costs incurred at Division 
headquarters to individual product lines on the 
grounds that such allocations could only be made on a 
purely arbitrary basis. 

However, we continued to allocate to individual 
processes (and thence to product lines) all costs 
incurred at works without regard to their fixed or 


, variable nature. At this stage we still regarded 


marginal costing, if we thought of it at all, as some- 
thing that no nice-minded accountant would have 
anything to do with. 

A little over two years ago it. began to dawn on us 
that we were not being very consistent. We had, 
in effect, already adopted the principle of marginal 
costing. in regard to our Division headquarters costs, 
which form the bulk of our fixed overheads, but 
were still allocating to processesp and. thence to 
products, similar -fixed costs incurred at works. To 
take one example, the works cóst accountant’s salary 
was being allocated. to. products but the Division 
cost accountant’s salary. was not..- 

And so-last year we decided. to .go. the whole hog 
and become complete ‘marginal costers’. We. now 
divide all our works costs between yariable and fixed. 


THE ACCOUNTANT 


651 


Variable costs, comprising the costs of raw materials 
and containers and costs directly incurred in the 
manufacturing, testing,. filling and packing of our 
products, are allocated to products. Fixed costs, 
comprising: depreciation and the cost of administra- 
tive and other departments at works whose costs do 
not in fact vary significantly with production, are 
not allocated. In our product trading accounts we 
show for each product line a figure of gross margin 
which is the profit margin after deducting from sales 
realizations, all rebates, discounts, commisaions, 
royalties, carriageand variable roduction cost. 'This 
gross : represents, in effect, the contribution 
made by the product line concerned to the fund which 
has to provide the fixed overheads of the Division 
and its net profit, ` 

-«For price-fixing . we fix annually in 
advance, on the basis о »вајев forecasts and depart- 
mental budgets, rates per. .gallon for the various 
product lines sold in the various markets to cover 
fixed production cost, and Division selling and 
administrative expenses. These rates are added to the 
current variable costs of the individual products 
concerned to produce estimated all-in costs for 


_ price-fixing purposes. 


Profit Budgets 


Our. system of profit budgets was evolved some 
time after the installation of our systems of standard 
costing and budgetary control of departmental costs, 
but the procedure follows naturally from that carried 
out in connection with the earlier systems. 

. In common with all other Divisions of I.C.I. 
we have been preparing regular annual profit fore- 
casts for the Division Board and for the I.C.I. 
Treasurer for many years past. Up to, and including 
1952, these forecasts were prepared by the Division 
chief accountant on the basis of sales forecasts, 


current rates of sales realizations and production cost . 
апі Division headquarters departmental budgets, 


but in 1953 we introduced an entirely new principle. 
For control purposes our sales departments are 


divided into a number of sales sections each with a 


separate manager and each responsible for a particular 
market, e.g. decorative, motor manufacturers, etc. 
From 1953 onwards, the.sales section managers have 
béen asked to budget for the net trading profits of their 
own sales sections and since that date these budgets 
have formed the basis of our annual profit forecasts. 
These profit. budgets are based on the sales managers' 
own estimates of the.volume and value of their sales 
and the gross margin resulting therefrom, on the 
budgeted selling expenses of their own sales sections, 
and on estimates of allocated Division overheads 
provided by the Division chief accountant. | 

In fact, the preparation of the budgets is a joint 
exercise on.the part of sales and accounts departments, 
but the principle that sales managers are responsible 
for the profits of their sales sections has been clearly 
established. There is no doubt that the adoption.of 
this principle has „done much to make our sales 
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managers profit-conicious rather than merely volume- 
conscious. 

~ In discussing these’ sales section profit budgets, 1 
«коша; like to say а word about Division overheads, 
Each sales manager is rightly considered to be respon- 
sible for the selling expenses of his sales section, since 
by definition these expenses, even if they are not 
incurred in his own department, are either initiated 
by him or are directly attributable to the pales made 
by his sales section. 

The same cannot be said about itis items “of 
Division overheads, e.g. the-costs of administrative 
departments at Division headquarters. Originally we 
used to allocate these costs to sales sections on various 
arbitrary bases dependent upon actual sales turnover. 
Then one day one of our sales managers said to me 
‘You know I think it is a bit hard that one of the 
results of the satisfactory- increase in my sales last 
quarter is a corresponding increase in the charge for 
Division overheads over which I have no control.’ ., 

This remark was made by way of a joke but it set 
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us thinking, and what we now'do is to fix for each 
sales- section annually -in advance round-figure 
charges to cover Division overheads which are based 
on budgeted sales turnover and realizations, and 
which remain unchanged regardless of variations 
between budgeted and actual sales. -Differences 
between the total amounts recovered in this way each 
quarter and the total actual Division overheads are 
written off to prom and loss account. PS 


Conclusion ` 
In conclusion, І should like to congratulate the 


а 


London and District Society of Chartered Account- : 


ants on its enterprise in organizing, or helping to 
organize, the two conferences on management 
accounting which have been held this year. These 
meetings have provided us with most' valuable 
opportunities to discuss our common problems and 
to evolve therefrom fresh ideas for providing better 


service to our clients or boards of directors as the - 


casé may be. 


WEEKLY NOTES | | о 


Taxing Sale of ‘Know-how’ 


‘The efforts of the Inland Revenue to levy tax on the 
£100,000 paid to Evans Medical Supplies Ltd by the 
Government of. Burma (see our issue of June 2nd, 
1956) have obtained partial success in: the Court 
of Appeal (The Times, December 14th, 1956). 
‘Upjohn, J., in the High- Court, had held (i) that the 
transaction in question did not fall within the scope 
'of the company’s business; and (ii) even if it did, the 
£100,000 was capital; and not income, in the com- 
pany’s hands. The Court of Appeal has now held 
that there was ample evidence on which the Special 
- Commissioners could hold that the £100,000 -was 
received in the course of the company’s trade – 
either its existing trade as wholesale druggists or a 
new trade. On the second point, i.e. as to the question 
of whether the £100,000 was capital or income, the 
Court of Appeal remitted the case to the Special 
Commissioners to inquire and determine to what 
extent the £100,000 was referable to the company’s 
secret processes. 

The Master of the Rolls observed that Upjohn, J., 
nad regarded е {100,000 as a capital payment 
because he had regarded the company as parting for 
ever with secret information as to its methods of 
preparation, packing and preservation to the Burmese 
Government. The Special Commissioners’ view was 
that there was no more than an obligation to provide 
services, without any sale or assignment. In Handley 
Page v. Butterworth (14 АЛ.С. 50; 19 T.C. 328), 
continued the Master of the Rolls, secret pfocesses 
had: been disclosed to the whole world and had been 
held to constitute property. In the present tase-the 
disclosure was*to one person only. Nevertheless, he 
was not satisfied that it would Беине to conclude that 


the disclosure of secret processes was merely inci- 
dental to the general obligation of the company. The 
company ought to have the opportunity of establish- 
ing that the disclosure of secret processes was an 
important part of the obligation and that a substantial 
part of the £100,000 was attributable to it and there: 
fore was capital. 

Leave was given to both parties to appeal to the 
House of Lords. 


. Pensions for Professional Engineers. 


Тће new form of group insurance scheme recently 
introduced by the Engineers' Guild should be of 
great value to professional engineers in opening up to 
them a much wider field of employment. i 

In introducing the scheme the Guild pointed out 
that many professional engineers who are already in 
pensionable employment are deterred from ‘striking 
out into new fields owing to fears of loss of pension. 
Employers, also, often find it difficult to employ an 
experienced professional engineer because on account 
of his age it may not be easy to fit fus into an existing 
group pension scheme. 

The group scheme is the sese of* co-operation 
between the Guild, a firm of pension advisers and a 
life insurance office and it is hoped that it may become 
& pattern for similar schemes for other professions: 


The proposals @nable the professional engineer: to ` 


secure a continuous pension scheme and insurance 
cover throughout his career whatever changes take 
place in his employment. It is claimed that because 


the scheme operates on a group basis the rates of . 


premium are lower.than-could be secured by an 
individual applying direct to an' insurance company. 
There із provisien for:an employer to Bay some:or all 
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of the contributions and it is thought that this may , 
appeal particularly to smaller firms. who wish to 
attract professional engineers by offering good 
pension arrangements. The scheme is open to all 
members of the Institutions of Civil, Mechanical 
and Electrical engineers aged between 21 and бо years. 

It is hoped that by making the engineering -pro- 
fession more attractive to the young man of today the 
scheme may make an important contribution towards 
increasing the number of entrants to the profession. 
А. recent Government report emphasized that if 
British industry is not to drop behind that of other 
countries the number of professional engineers must 
be increased by 7o per cent in the next ten years 
and be doubled by 1970. 


Friendly Societies in 1955 


Part 2 of the Report for 1955 of the Chief Registrar 
of Friendly Societies (Sir Cecil Crabbe) was pub- 
lished on 
department under the Friendly Societies Acts, and 
the operations of registered societies under those 
Acts in 1955. 

During the ,year the membership of friendly 
societies without branches decreased from 4,788,000 
to 4,779,000 while their total funds increased from 
£159,259,000 to f160,441,000. Certain groups of 
these societies, however, again showed increases in 
membership, notably those sickness benefit societies 
that operate on an accumulative insurance basis, 
those providing treatment in convalescent homes and 
sanatoria and societies assuring endowments. The 
latest figures available for societies with branches 
relate to 1954 and show a decrease in membership 
of 61,000 and an increase of total funds of £119,000 
during that year. 

The Chief Registrar has again had occasion to 
comment in his report on the failure of some un- 
qualified auditors of friendly societies and branches 
to carry out proper audits. It should, he says, be 
obvious that any person invited to act as auditor of 
a registered ‘society or branch who does not feel able 
to carry out a proper audit should refuse to act. The 
services of approved auditors who are qualified 
accountants are available to all such societies whether 
they: are required by law to have approved auditors 
or not. 

Man-power 
Over the past twelve months there has been a 
marked reduction in the pressure on man-power 
measured in terms of the number of vacancies 
for each person unemployed. This figure stood 
at approximately two in Septemher 1955, and by 
September 7956 had fallen to about one and a 
quarter. The lowest figure in recent years was a little 
over one-half in September 1952. 

During the first nine months of 1956 employment 
in the manufacturing industries fell by over 80,000 
compared with a rise of 150,000 in 1955. The motor 
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; vehicle industry, together with vehicle parts and , 


. accessories, accounted for a drop of 45,000, wireless 


apparatus for 18,800 and these two industries to- 
gether with furniture, cotton, rubber, china and iron 


“foundries: showed a total loss -of 103,000. In con- 


trast, the aircraft industry, constructional engineering 


‘and iron and steel melting showed a greater increase 


in employment in-the first nine months of 1956 than 
in the corresponding period of the previous year. 
Nevertheless, these industries together. with others 


‘in which employment increased during 1956 (mainly 


branches of the engineering and chemical industries) 
appear to have absorbed only 23,000 of the 103,000 
mentioned above and the manufacturing industries as 
a whole appear to have lost labour to the basic in- 


“dustries (excluding agriculture) and building. One 
“of the most important gains has been 9,000 on the 


railways. Statistics of ‘short-time and overtime in 
manufacturing industry suggest that pressure on 
man-power has eased over a fairly wide front. 


Radio and Television Sales 


Since June this year, retail sales of radio and television 
sets have shown a remarkable recovery and it would 
appear that the public have now become accustomed 
to the increased rate of purchase tax and the restric- 
tions on credit and hire-purchase sales. For the first 
half of the year the number of radio sets sold retail 
was over 20 per cent lower than in the same period of 
1955, while sales of television sets declined by 14 per. 
cent. For the first ten months of the year, however, 
sales of television receivers totalled 1,005,000 against 
1,025,000 in the comparable period of 1955. The 
recovery in the case of radio sets has been less pro- 
nounced, sales for the ten months of the year amount- 


‘ing to 766,000, a fall of 12 per cent compared with 


the previous year. 

Sales of television sets were higher in 1956 for 
each of the months July, August and September, and 
in October rose sharply to 228,000 compared with 
175,000 in September. Comparison of the October 
sales with those for the previous year is upset by the 
fact that in October 1955 sales were greatly inflated 
іп anticipation of the autumn Budget and the higher 
purchase-tax then imposed. For the year as a whole, 
however, it appears probable that sales will at least 
equal and may even exceed those for 1955, while · 
sales of radio sets may be only about io per cent 


‘below those for the previous year. 


Production of both radio and television sets on 
the other hand may well be as much as 20 per cent 
below the 1955 figure. Thé main reason for this is 
the large carry-over of stocks at the beginning of the 
year. It is now reported that stocks have been 
reduced to a more normal level and. that the normal 
ratio qf sales by dealers to stocks held has been 
restored. This is reflected in the fact that production 
of both radio and television sets. in October is 
estimated to be approximately the same as in October 
1955, though in earlier months it as running 7 
much below the level of the previous year. | 
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FINANCE AND COMMERCE 


Having shown their relief that the mobilization of 
dollar reserves has eased the pressure on sterling, 
the stock-markets have now bone to be a little 
more realistic. Buying of industrial equities has 
become extremely selective and the general rally in 
the market has petered out. That may be due to an 
extent to normal seasonal influences but at the same 
time it is difficult to see what firm basis there can be 
for a fresh advance in share values :under present 
conditions. Industry is faced with а fresh round of 
cost increases at a time when profit margins have 
been’ considerably narrowed and when export 
markets will not stand higher prices. 


Barclays p С.О. 


We reprint this week the accounts of Barclays Bank 
D.C.O. Ltd which this year has opened its r,oooth: 


branch ~at Kapsabet in the highlands of Kenya. 


'This company, operating under its own Act of 
Parliament, is controlled by Barclays Bank, and, 
itself, is the parent of Barclays Overseas Develop- 
ment Corporation through which capital is supplied, 
mainly in loan form, for enterprises overseas in the 
development stage. Тће Development Corporation's 
accounts are given separately. In the ten years of its 
existence it has lent and invested nearly £14 million 
in British overseas territories in which it operates 
and in its current balance sheet, included in the 
reprint, £6,746,406 of the £7,927,03% total is in 
loans and other accounts, 


The main company, D.C.O., is now at the point . 


Gi increasing its authorized capital: from £15 to £30 
million; for which purpose an amending Bill has been 
deposited in Parliament. With the promotion of the 
amending Bill the opportunity is being taken to re- 
print the articles and to make further slight changes 
to bring them. into line with such of the provisions 
of the Companies Act, 1948, as are applied to a 
statutory company such as a bank. Among the new 
provisions is power to issue shares of no par value, 
but this is now quite a common practice with com- 
panies bringing their articles into line with modern 
conditions. Should Parliament decide at any time to 
put no par value shares on the Statute Book the 
company taking such action is already furnished 
with the power to issue. 


Halt-year Figures 


is: its relation to shareholders – the capital -is part 
publicly held — a most important event is the promise, 
. by the chairman Mr J. S. Crossley, of an approximate 
profit figure each half-year at the time of the declara- 
tion of the interim dividend. In the banking “sphere 
this is indeed a notable new departure. Mr Crossley 
points out that the half-year figure will be unaudited 
and should only be considered approximate. The 
latitude allowed the banks in their computation of 


published profits, however, invests bank profit 
figures with an air of approximation in any case. 
Nevertheless, a figure at the half-year accords with 
the spirit of the times. 

Mr Crossley joins with Lord Heyworth, the 
chairman of Unilever, who, in his recent Stamp 
lecture to the University of London, drew attention 
to the difficulties which the United Kingdom tax 
scale puts on companies operating overseas in 
remunerating adequately their senior executives. It is 
impossible to grant emoluments comparable in any 
way, Mr Crossley says, with those to which such 


-executives would be entitled overseas, even in less 


responsible positions. 

Mr Crossley maintains that surtax ‘inflationary and 
self-defeating in its effects’ should be abolished. He 
has never seen any logic in the tax, at least so far as 
earned income is concerned. The revenue it produces, 
though comparatively small is, he says, bought at 
great cost in terms of frustration and wasted energy. 

The tax itself makes ‘an inflexible barrier’ which 
inevitably sets up pressures to find the needed relief, 
and results in many abuses and subterfuges which 
will continue until the pressure itself is reduced. 


No T.I. Turnover 


‘An increase in turnover of over [22 million with all 
divisions but the cycle division exceeding their 
previous year's performance, largely accounts for 


these record results’, says Sir Ivan Stedeford, the: 


chairman of Tube Investments Ltd, in his review with 
the accounts. The size of the record is seen in a 
summary table extracted from the directors’ report. 

To say that turnover is up by over [22 million, 
however, has little practical meaning unless one 
knows to what figure the turnover rose and the Tube 
Investments report has not yet reached that inform- 
ative level. | 

It used to be claimed that publication of a turnover 
figure – and very much more that is now common 
practice - would give away information to competi- 
tors. That could have been possible in a company 
limited to one line of business. But it can hardly apply 
in a multi-million concern covering a wide range of 
production. What other companies are now doing, 
so, surely, can T.I. 

Money Market. 

Applications for 91-дау Treasury bills: totalled 
£361,850,000 on December 14th and bidding at 
£98 15s 3d the Market obtained 55 per cent of the 
£220 million of bills offered. The average discount 
rate eased to £4 195 1:542 per cent. For the 
£60 million of 63-day bills, applications totalled 
£63,005,000 and the market’s bid of £99 25 11d 
obtained 96 per cent of the amount offered, the 
average rate being £4 18s 11'654 per cent. "This 
Week's offer is 35288 inillion of о: ву pube, Ме 
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‘CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer; not necessarily for publication, 
1 The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Interim Accounting Periods: Decimal System 


Sm, - It would, I think, deal Mr Beverley Thomas’s 
idea (article: November roth issue) an unfair blow 
to end this correspondence on the 'faint praise' 
note of Mr J. M. Stephens's letter in your issue of 
December 8th, which tends to distract attention from 
the major issues involved. 

The main point of Mr Thomas’s plan, and.in view 
of Mr Stephens’s rernarks, I think it needs em- 
phasizing, is not so much ‘a question of the frequency 
of accounting 
by the normal calendar system, the wrong debits are 
put against the credits. What accountant would 
agree that this was merely ‘academic’? 

Where budgetary control and- standard costing 
are in operation with a calendar system, matters are 
normally ‘put right’ by distorting the monthly 
budget target (as accurately as possible) to the same 
degree of distprtion as employed in the actual 
monthly results. This does, of course, enable manage- 
ment to compare ‘like’ with ‘like’, Unfortunately, 
the month before and the month after are ‘unlike’, 
however consistent the flow of production in the 
business. It is reasonable to assume that only a 
minority of businesses suffer seasonal fluctuations so 
rapid as to make month-by-month profit comparisons 
of little interest to management. 

This weakness in ‘comparison’ value is a separate 


and additional weakness from the ‘accuracy’ weakness. 


noted above. : 
-I баке my stand firmly by the side of Mr Thomas. 


This particular reform, unlike currency reform, 


weights and measures reform, even calendar reform 

; With which there is no small danger the idea 

will be superficially associated, is not merely one of 
substituting a tidy form for an untidy form. It is a 
case of substituting right for wrong; of putting ‘the 


right expenditure against the right output. In 


that periods are equated so that any one’ can be 
compared with any other is thrown in for "eod 


measure. 
Yours faithfully, 
“Bexley, Kent.. E. SEAMAN. 


Trade Union Accounts 

Sm,- I have noted with considerable interest the 
. article on this subject in your issue of December 8th, 
by Mr Desmond Hirshi 
forth the case for a professional audit of trade шмоћ 
accounts, and the desirability of bringing to an end 
the appointment of lay: member auditors. 

For many years I have been professionally 


associated with trade union accounts, and J am- 


confident that it would prove a aubstahtial advantage 
to all officials and members of trade unions if 


" branches 


periods’, The important thing is that, . 


no 
other way can the resulting profit be right.: The fact · 


eld, r.c.A*, in which is set: 


professional auditors were employed, not бију to 
examine the records maintained at head office, but to 
inspect books of account at their branches. In many 
instances branch officials have access to local funds, 
some with considerable balances, and in these 

ecially, one would ima imagine members 
would prefer" thé appointment o professional 
auditors. 

Some years ago I was present at a function where 
my profession was unknown, and I overheard a local 
branch secretary of a union inform his two companions 
that head office was pressing for the branch balance 
sheet, and there would be no time for the annual 
audit. Upon being informed ‘everything balanced 
and was therefore in order’, his two companions 
appended their signatures as ‘auditors’ and pocketed 
their ‘remuneration’. 


Сеоне: Bucks. 


Television Insurance 


Sir, – With reference to the letter from ‘H. W. y. : 
sin your issue of November 24th, we have had experi- 
ence in the preparation of accounts for traders who 
undertake this class of business and we have had no 
difficulty in agreeing with the Revenue that the 
principle laid down in Sun Insurance Office v. Clark 
(Surveyor of Taxes) [1912] should be applied and 
that a composite rate (in the case we have in mind 
agreed at 5o per cent of the actual premium income 
for the year) should be carried forward. 
` The premium income for each month should be 
split between monthly and annual premiums. So 
far as monthly premiums are concerned at the year- 
end, all premiums received in months one to eleven 
will have expired, and one-half of those received in 
‘month twelve will be carried forward. For yearly 
premiums, the proportions are for month: one, half 
month; month two, one and a half months; and so 
on to month twelve, eleven and a half months. The 
sum total of these amounts will give the reserve to 
bé carried forward as unexpired premium income. 
If ‘H. W. V? wishes, he can.8upply the monthly 
salvos to the Inspector each year, and the reserve 
so calculated will ‘be allowed; if, however, his com- 
posite гаје. does not exceed .50 per cent of the total 
premium income, we think he will find- that a per- 
centage can be agreed with the Revenue to be re- 
viewed on the basis of an analysis to be supplied 
once every three to five years. This would still leave 
him frge in any year he wished, to send in a monthly 


Yours faithfully, 
E. MOORE. 


: analysis in order to obtain an increased allowance 
.in the agreed percentage. It may be necessary to do 


this every year if the bulk of the annual premium 
income is received in the second half of the year, so 
rendering а гезегуб of 58 per cent ünrealistic as it: 
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. is unlikely that the Revenue would agree a аса 3: 
reserve of a higher figure. | 

Тће Revenue will not allow any reserve to. be made. 
in respect of anticipated future expenditure on 
maintenance owing to the increasing age of the sets, 
but this problem is to a large extent only hypothetical 
as experience tends to support the contention. that 
the natural increase to be expected in maintenance 
agreements, as the scheme beeomes known, will 
offset the increased expenditure as the new agree- 
ments entered into in the second and subsequent 
years will all be in respect of new sets. 

The accounting problem is comparatively simple. 
АП premiums received should be posted to the 
credit of a “Television maintenance contract account’. 
If an analytical cash-book is mgintained this can be 
done in total at monthly or:other convenient intervals, 
and it might be considered desirable to post separately 
the monthly and annual premiums, At the end of 
each year the reserve for unexpired premiums should’ 
be carried forward on this account as.a credit balance, 
or а “Television maintenance dispense account’ can 
be opened. If it is desired to raise an additional 
reserve, this can be carried forward on the same 
account, provided that sufficient detail is recorded to 
differentiate between the reserve allowed for taxa- 
tion and that disallowed. All repairs and maintenance 
done by.the trader's own, employees should be 
debited to. ‘Television maintenance account’ and 
credited to ‘Work done’ at normal rates, and any 
work done by other contractors should be debited 
direct to ‘Television maintenance account’. Although 
it is neither necessary nor desirable for taxation pur- 

oses, a departmental account for this section of the 
uisus should be drawn up annually, so that the. 


trader can assess its profitability. It may not ђе, соп 


sideréd necessary in the departmental accounts to make 
any detailed apportionment of overhead expenses. 
It is most essential that a detailed record of each 
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set subject to a maintenance contract should be kept. 
This récord, besides enabling the trader to revise 
his premium in any specific instance, will provide 


invaluable information for his sales staff, as to the 


performance of various makes and components 
which is so-often affected by purely local conditions: 
He will probably find that make A. is much тоге 
satisfactory than make B. in X. Avenue, whilst. in 
Y. Street the position is reversed; this knowledge, of 
course, benefits his customers as well. ito 
. Yours faithfully, Pd 
JAYCO... 


Unclaimed Wages and Holiday Pay 


Sir, – I am grateful to your correspondent ‘A. K., Je 
ecember 8th issue) for drawing my attention (0 
‘ays, The Jewellers Ltd v. C.I.R. Т agree that Morley 
v. Tattersall does not apply to statute-barred debts, 
and I had this in mind when I made my reservatiori 
*.. . as long as liability still exists’, | 
: Yours. faithfully, 
London, SWr. F. J. BACON, , 


Repairs Expenditure: Capital or Revenue ^ 


Sır, – We are accountants to a trust which: owns..a 
large number of houses let on weekly tenancies. 
Expenditure has recently been incurred on extensive 
repairs to properties and as a result of this, rents have 
been increased under the Housing Repairs and Rents' 
Act, 1954. IE 
The life-tenant has claimed that as this expenditure 
enhances the value of the property, some or all of it 
should be treated as capital expenditure. We arei of 
the opinion that it represents arrears of repairs .ánd: 
that it should all be charged to revenue. No doubt 
this point has arisen in other cases and we should 
be most grateful for the views of your readers. 
Yours faithfully, i d 
, QUERIST... 
iw 


СЕНА 


ANSWERS TO ‘A CHRISTMAS SAMPLER | : 


‘The questions appear elsewhere in this issue poist 


т. (а Georgia; (b) Maryland; (0) Texas. 

2. а Sir Harold Caccia; o Sir Gladwyn Jebb; 
(c) Sir Ashley Clarke. 

3: Homoeopathy. 


4- (a) Roman general under the ара Justinian; . 


(b) Greek mythological warrior who destroyed the. 


' Chimaera with the aid of the. winged horse 


· Pegasus; (c) Roman goddess of war. 


5. 9 Raised turret from which to view a landscape; | 


b) One knighted on the field of battle for valour; 
c) Post on ship or quay to secure ropes to. , 
ood-engraving. · 
Bellicose patriotism. . у ^". 
(а) 1346; (b) 1746; (c) 1809. 
an 


Antonios in The Merchant of Venice. Е Я 


вум 


~ 


хт. Plane figure of twelve sides,. each solid angle 
being formed by three regular pentagons. 
. The owl and the pussy cat in Edward Lear's poem. 
13.- The Prioress in Chaucer's Canterbury Tales. 
. Doctrine of death, judgment, heaven and hell. 
15. Soren Kierkegaard (1815 —55). `` 
.. Henry IV, parts I and II, d The Merry. и 
. of Windsor. ^ 
i (a) А Auber; (B Weber: (c) Beethoven. ka E 


А Ни оца mixture, а medley, a jumble. T 
- (2) Nephew .of King Arthur; (b) Wife of, King: 
. Arthur; (c) Son of Lancelot and Elaine. > ^ 
It had the head and legs of an eagle and the body. 
. of a lion. Its fugction was to eure the UON 
treasures of the sun. tal 
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24. 


25. 
26. 


27. 
28. 


29. 
39. 
31. 
32. 
33- 
34. 
35. 
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The Brownings; (b) Byron; (c) Kipling. 
English physicist and scientist (1861-1947); 
b) English poet (1844—1889); (c) American politi- 
cian and diplomatist (1890—1946). 
А girdle which Hercules was set to obtain from 
Hippolyta as one of his twelve labours. 

Small brown weasel-like quadruped noted for 
destroying crocodile's eggs. 

(a) Derbyshire; (5) Somerset; (с) Argyllshire. 

Mrs Cicily Isabel Andrews (Miss Rebecca West). 
(a) February and Sagittarius; (b) April and Virgo; 
(c) September and Leo. 

The Virgin Mary. 

Robert Burns's. 

(a) Kent; (b) Kincardine, Kinross and Kirkcud- 
bright. 

It was found written up on walls during the 


.Second World War where American soldiers 


and airmen had been. 

(а) Country fair with much merrymaking; (b) 
Building at a holiday resort for the entertainment 
of visitors; (c) Eskimo canoe. 

(a) Our Mutual Friend; (b) David Copperfield; 
(c) The Old Curiosity Shop. 

Modification of the condition of light so that the 
ray exhibits different properties on different 
sides, opposite sides being alike and those at 
right angles showing maximum difference. 


. Large group off the north-west coast of Norway. 
. W. E. Gladstone. 

. Her Majesty the Queen. 

. It was the cry of the Mississippi river pilots 


when taking soundings. It was adopted as a 
pseudonym by Samuel Langhorne Clemens. 


. South Wind by Norman Douglas. 
. Frangois Villon in his Ballade des dames du 


temps jadis. 


. 666 (See Revelations xiii, 18.) 
. Virginia. 
. Siting a church so that the rising sun may shine 


through the east window directly on to the altar. 


. Expert markswoman in Buffalo Bill’s Wild 
West Show. 
. Bond given by borrower, securing to lender a 


sum of money to be paid on death of specified 
person from whom the borrower has expectations, 


. John Finsbury in The Wrong Box, by R. L. 


Stevenson. 


; Spain. 


(a) Million raised to the fourth power, ie. І 


` followed by 24 ciphers; (b) fifth power of million, 


і.е. 1 plus 30 ciphers. 


. It is the palace in Rome of the former kings of 


Italy. 


| Waterloo, 
· (а) Epsom; (6) Sandown Park; (с) Goodwood. 
. To abstain from wine and dwell in tents. 


(Jeremiah xxxv, 6 & 7.) 

It is a term used in English universities when 
the chair was founded by Hgnry VIII. 

(a) Denmark; (b) France; (c) America. 
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All are by Delius. 
*Her father he makes cabbage nets, 
And through the streets does cry 'em; 
Her mother she sells laces long 
To such as please to buy 'em.' 
— Henry Carey. 


. Fortune telling. 
. He ruled vast territories in central Азја and in 


India. His capital was Samarkand and he lived 
from 1333-to 1405. 


. Michaelmas, Hilary, Easter and Trinity. 
А Е were.two of the seven archangels of rabbi- 
ical angelology. 


. United Nations Educational, Scientific and 


Cultural Organization. 


. The amount by which a cask or bottle falls short 


of being full. Also, the dregs of a bottle or glass. 
$ х diameter cubed x 3+ 1416; or $ x radius cubed 
X 371416. 


- (а) George Washington; (b) John Constable; (c) 


The gallant six hundred in Tennyson’s The 
Charge of the Light Brigade. 


. (а) The road from Rome to Brindisi; (b) The road 


taken by Jesus from the Mount of Olives to 
Golgotha; (c) A galaxy of.stars. 


. (а) 51,230,000; (5) 2,528 million. 


R. L. Stevenson's. 


А Brazil. 

. Socrates. 

. France. 

. Victoria, Áustralia. 

. Voltaire. 

. To see Jesus pass by. 

. That of Lord Howe against the French fleet off 


Brest in 1794. 


. Valentine and Proteus. 
. Pluto, or Hades, the Greek god of the nether- 


world. 


. Successively in the cathedrals of Hereford, 


Gloucester and Worcester. 


. Freedom of speech and expression, freedom to . 


worship God in one's own way, freedom from 
want and freedom from fear. 


. The inhabitants of the city of New York. 
. The 


O'Neils of Ulster, the O'Connors of 
Connaught, the O'Briens of Thomond, the 
O'Lachlands of Meath and the M'Murroughs of 
Leinster. 


. Common sense, imagination, fantasy, estimation 


and memory. 

Luigi Pirandello. 

The strip of ground between two а sets of 
railway lines. 


. Samson's 
. Iron, quicksilver, lead, tin and copper. 
. Thou shalt not steal. 


. W. B. Yeats in The Lake Isle of Innisfree. 
: A Ipt of money, а lot of patience, a good cause, a 


good lawyer, a good counsel, gopd witnesses, a 
good jury, a good judge and good luek. 


. John Keats in 4 зрппећ. _. 
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CHARTERED AND INCORPORATED 
ACCOUNTANTS 


AN INTEGRATION SCHEME . 
: Explanatory Memorandum 


We reproduce below the Explanatory Memorandum to the Scheme of Integration, 
copies of which have:been sent to all members of The Institute of Chartered 
` 1 Accountants in England and Wales. 


Introduction 


.X. The Council of the Institute has given much 
thought over a prolonged period to the future of the 
· accountancy profession in.the United Kingdom. In 
the opinion of the Council it is desirable to unify the 
accountancy profession in England and Wales, as far 
88 is practicable at the present time, by bringing into 
one body as many as possible of those whose qualifica- 
tions have been based on examinations of a high 
Standard and on practical experience in the offices of 
practising accountants, and by providing for the future 
a uniform method of entry into the enlarged body 
through articled service and the same examinations. 

2. There is now an opportunity of taking a decisive 
step in this direction by bringing about the integration 
of The Society of Incorporated Accountants with the 
Institute. For reasons which are explained later 
(paragraph 19) it is probable that, if this is not done 
now, there will be no further opportunity in the 
future of integrating the profession on the sound basis 
referred to above. 

3. The. Council has therefore decided to subiit 
and recommend to the: members of the Institute a 
scheme of integration which has been worked out in 


consultation with the Council of the Society and, as, 


regards Scottish and Irish members of the Society, 
with the Councils of the Scottish and Irish Institutes 
of Chartered Accountants. The Scottish and Irish 
Institutes are submitting similar schemes to’ their 
members and all three schemes are being submitted 
to the members of the Society by their Council. 

-~ 4. The main feature of the scheme. is to enable 
those members of the Society whose qualifications 
have included practical experience in the offices of 
public accountants practising in England and Wales 
to become Fellows or Associates of the Institute, and 
to enable all other members to join the Institute as a 
new class of members under the designation 
‘Incorporated, Accountants’ with the- opportunity, .on 
satisfying certain conditions, of later becoming 
Chartered Accountants. Existing students of the 
Society will be enabled to complete their training-with 
a view to becoming either Chartered Accountant or 
Incorporated Accountant members of the Institute. 
No new students will be accepted for training as 
Incorporated Accountants. but the Institute's regula- 
tions -regarding articled clerks will be amended. to 
provide additional vacancies for the training as 
Chartered Accountants of suitable candidates who 
would otherwise have been trained for the "Society. 
The principal considerations which have influenced 
the Council in reaching is decigion to put forward 
the scheme are summ in the ensuing paragraphs. 


The Existing Membership of the Society _ 


5. The membership of the Society at June 3oth, 
1956, was 10,945 compared with the Institute's 
membership of 19,112 on that date. Of the 10,945 
members of the Society, 5o were already members of 
the Scottish or Irish Institutes and 447 will be eligible 
for admission to one or other of those bodies; 589 were 
already .members of the Institute. Of the balance, 
7,794 will, under the scheme, be eligible for admission 
to the Institute as Chartered Accountants and 2,065 
will be eligible for admission as Incorporated Account- 
ants in the new class of membership referred to above. 

6. Admission to membership of the Society has, 
with limited exceptions, been by way of examination 
after five years’ service under articles with a member 
of the Society practising in England and Wales or 
after a longer period as an accountancy clerk in the 
offices of practising accountants including Chartered 
Accountants. These ‘bye-law candidates’, as these 
accountancy clerks are styled, have, after reaching the 
age of 17$, to complete six years' satisfactory service 
(previously a longer period) before they can apply to 
take thé Society's Final examination. The Society's 
examinations are of а high standard. | 

7. Many candidates for admission to the Society serve 
in the offices of Chartered Accountants but, as a result 
of the limitation on numbers of articled clerks or for 
other reasons, are unable to secure articles with 
members of the Institute. Entrants into the offices of 
members of the Institute are from the outset divided 
into two streams — the one leading to membership of 
the Institute as Chartered Accountants and the other 
to membership of the Society- as Incorporated 
Accountants. It has been found from an analysis of the 
results of the Final examinations of the Society held 
in 1955 that 232 (44 per cent) of the successful 
candidates served with chartered firms in the United 
Kingdom and the Republic of Ireland and 5o (то per 
cent) with mixed firms which had at least one chartered 
partner. Members of the Institute are therefore now 
training in their offices many candidates for admission 
to the Society who would be equally suitable for 


membership of the Institute. 


8. After qualifyjng, many Incorporated Accountants 
continue to work in the offices of Chartered Account- 


. ante where they are engaged in the same type of work as 


Chartered: Accountants so employed. A recent analysis 
of the Society's membership. showed that of 2,048 
members employed by practising accountants in the 
United Kingdom and the Republic of Ireland 1,586 
(77 pet cent) were employed by firms of Chartered 
Accountants or mixed firms in which there is at least 
one chartered partner. Thus, many qyalified account- 
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ants employed in the offices of Chartered Accountants 
owe allegiance to the Society. 

9. Some of the Incorporated Accountants employed 
by Chartered Accountants become partners in their 
firms but the opportunities of so doing are restricted 
because the firm concerned must then cease to describe 
itself as ‘Chartered Accountants’ unless the Incorpor- 
ated Accountants become articled and pass the chartered 
examinations. 

хо. There are many firms in the United Kingdom 
and the Republic of Ireland in which there are both 
chartered and incorporated partners. The analysis 
above referred to showed that out of 3,113 members 
of the Society in practice in the United Kingdom 
and the Republic of Ireland, 974 (31 per cent) were 
themselves Chartered Accountants or were in partner- 
ship with Chartered Accountants. 

11. The Society has never admitted candidates from 
industry to its examinations but from its earliest 
days it has, subject to certain prescribed conditions, 
recognized service in the Treasurer’s Department of 
a public or local authority in the United Kingdom 
and the Republic of Ireland. 1,140 (about то per cent) 
of the Society's members have been trained in such 
offices. Nearly all of them have continued in similar 
employment and many of them are members of The 
Institute of Murficipal Treasurers and Accountants. ` 

12. The Society has also recognized service in the 
offices of practising Chartered or Incorporated Account- 


ants overseas, Students trained abroad (apart from: 


those trained in the Union of South Africa and in 
Southern Rhodesia) have been required to come to. 
this country to sit for their examinations. In June 
1956 there were 578 Incorporated Accountants who 
had been trained in the Union of South Africa and in 
Southern Rhodesia and all were also South African or 
Southern Rhodesian Chartered Accountants. There 
were 347 other members of the Society who had been 
trained elsewhere abroad and most of these were 


members of the local body of accountants in the country 


in which they were resident. 

13. While firmly adhering to its belief in the funda- 
mental principle of training under articles, the Council 
has felt justified, in view of the advantages of the 
scheme as a whole, in recommending that members of 
the Society who have obtained their qualification after 
service as bye-law candidates in the offices of practising 
accountants in England and Wales should be eligible 
for admission to membership of the Institute as Char- 


< tered Accountants despite the fact that they have not 


ET 


served articles. The Council has not been prepared to 
agree, however, that those members of the Society who 
have not so served, or are not practising as public 
accountants in England and Wales, should be allowed 
to use the title ‘Chartered Accountant’ without satis- 
fying certain further conditions. It is for this reason 
that the scheme provides for the creation by the 
Institute of the new class of membership of Incor- 


. porated Accountants. | • 


Removal of Confusion aont the Minds of the 
Publi 


14. The scheme: о а material step towards 
the integration of the profession, efforts towards which, 


in varying forms, have been made for many years. It 


meets a need which Паз been voiced from time to time 


by.members of the Institute and sould help to remove’ 
confusion in the minds of the public. It is desirable. 
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that there should be a clear distinction between the 
chartered qualification and that of other accountancy 
bodies. So long as members of the Institute continue to 
train about half the entrants of a sister body who, 
mainly because of the Institute's limitation upon the 
number of articled clerks, have been unable to secure 
articles with members of the Institute, it will be diffi- 
cult for the public to distinguish between the chartered 
and other qualifications. If the scheme is adopted, the 
Institute will continue to be the only body of account- 
ants which require service under articles in the office 
of a practising accountünt in England.and Wales as an 
essential condition of entry, but an increased oppor- 
tunity will be given to all who have the necessary 
qualities of character and ad to become Chartered 
Accountants. 
< Increased Authority of the Institute 

15. The scheme will-enable the Institute to speak 
with one voice for an overwhelming proportion of pro- 
fessionally trained áccountants in England and Wales 
and thus meet a criticism which has been made of the 
profession on many occasions. Attention is also drawn 
to the closer relationship with the Scottish and Irish 
Institutes which will result from the proposal to con- 
stitute a Joint Standing Committee with those Insti- 
tutes. (See paragraph 31 below.) 


Advancement of Accountancy Standards 


16. Тће Council is of the opinion that, if standards 
are to be maintained and advanced, opportunities must 
be provided for all young people of the necessary 
character and educational attainments to undergo the 
appropriate course of training and practical experience 
which can léad to the Institute's examinations and 
membership. It is unsatisfactory that young people 
serving in the offices of Chartered Accountants in 
England and Wales should not have the opportunity 
of becoming Chartered Accountants if by training and 
examination they can achieve the necessary standards. 
This lack of opportunity puts the accountancy profes- 
sion at a disadvantage in recruiting new entrants of 
the right calibre in the face of competition from other 
professions and from industry. The Council believes 
that the scheme, by creating greater opportunities for 
training under articles, will assist in attracting the best 
type of entrants from schools and universities. 

17. It is appreciated that, in the first instance, mem- 
bers of the Institute are being asked to agree that many 
members of the Society who have obtained their quali- 
fication in a different way shall be allowed to use the 
designation ‘Chartered Accountant. It must be 
remembered, however, that any disadvantages which 
may be felt to flow from this will gradually disappear, 
as all subsequent applicants for membership (including 
those who might otherwise have joined the Society) 
wil be required to qualify by articled service and a 
uniform system of examinations. 

18. The Institute will, except for certain transitional 
arrangements, continue in the future as in the past to 
require articled service with а Chartered Accountant 
member of the Institute practising in England and 
Wales as a condition of entry to membership. It will 
be the Couricil's policy to ensure that there is no 
relaxation in the present high standards of practical 
training and examination. 'The integratión for which the 
scheme provides should ensure that 4 much higher pro- 
portion of all future professional accountants will have 
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. undergone the training and discipline of articled service. 

19. It would clearly ђе a retrograde step for the 
accountancy profession as a whole and for the public 
at large if the Society were forced to relax the standard 
of its training so as to allow it to be based to a large 
extent on commercial rather than on professional 
experience. The Society depends for its new entrants 
largely upon recruitment in the offices of Chartered 
Accountants and would be seriously affected by any 
change in the Institute's system of articles. ТЕ is 
thought, therefore, that the Society may well feel a 
sense of insecurity and that, in the absence of integra- 
tion, it might be forced to broaden the basis of its 
recruitment by accepting approved accountancy service 
in industry, including the nationalized industries, 
which the Institute regards as an inadequate form of 
training for public accountants and as being against 
the long-term interests both ofthe profession and of 
the public. Thus, it seems that the Society and The 
Association of Certified and Corporate Accountants 
(which already accepts approved service in industry) — 
comprising together a larger membership than that of 
the Institute — would have a common basis of recruit- 
ment from industry as well as from practising account- 
ants’ offices. This would probably remove for all time 
the possibility of integrating the accountancy profession 
upon the principle which the Institute believes to be 
fundamental, namely, that service under articles in a 
public accountant's office should be an. essential re- 
quirement for qualification as a professional accountant. 

20. For these reasons, the Council considers that the 
scheme will assist in the advancement of the standards 
of the accountancy profession generally. 


Other Advantages of the Scheme 


21. There are other advantages which may be expected 
to result from the scheme. For example, the activities of 
many of the District Societies and Student Societies, 
particularly in smaller districts, will gain in scope and 
usefulness as a result of expanded membership. The 
elimination of many mixed firms and the removal of the 
restriction on the description of the firm name to which 
reference has already been made, should tend to facili- 
tate partnership arrangements and desirable amalga- 
mation of firms which are at present difficult to achieve. 


The Salient Features of the Scheme 


22. Às already memtioned, the object of the scheme 
is to bring about a complete integration of the Society 
with the Institute. This will necessitate a number of 
changes in the Institute's charters and bye-laws not 
' only so as to give effect to the scheme but also to pro- 
vide for transitional arrangements, particularly as 
regards the training and examination of the Society's. 
existing articled clerks and bye-law candidates. In this 
explanatory memorandum, it is only possible to out- 
line the salient features of the scheme and of parallel 
arrangements which the Scottish and Irish Institutes of 
Chartered Accountants propose to make for the admis- 
sion of certain members of the Society to membership 
of those Institutes. 

23. Attention is particularly drawn to the following 
points: 

Admission of members of tha Society to membership of 
the Institute 

(а) The conflitions upon which members of the 
Society will'be eligible for admission to the Institute 
as Fellows or Associates are that they must either them- 
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selves be practising as public accountants in England 


and Wales or must have.qualified for membership of: 


the Society after service (either as articled clerks or 
bye-law candidates) with a public accountant prac- 
tising in England and Wales. The expressions ‘public 
accountant’ and ‘England and Wales’ are defined in 
clause x [of the scheme]. Those members who fulfil these 
conditions and who have been in practice as public 
accountants for five years will be eligible for admission 
as Fellows and the remainder will be eligible for admis- 
sion as Associates, with the right to become Fellows 
on completing five years’ practice as public accountants. 

(b) Members of the Society who are not eligible for 
admission as Fellows or Associates of the Institute 
under (a) above will be eligible for admission to the 
new class of membership of ‘Incorporated Accountants’. 

(c) Provision is made for Incorporated Accountants 
of the Institute to become eligible for election as 
Associates on satisfying the conditions referred to in 
clause 6 of the scheme. 


General provisions regarding articled clerks of the Institute 

(d) The number of articled clerks which a practising 
Fellow or Associate of the Institute may have in his 
service at the same time is to be increased (see para- 
graph 26 below). ` 


Articled clerks and bye-law candidates of the Society 

(e) Articled clerks articled to members of the Society 
in practice as public accountants in England and Wales 
may complete their existing articles if the members to 
whom they are articded become members’ of the 
Institute, or they may with the consent of the Council 
of the Institute transfer their articles to a Fellow or 
Associate of the Institute. On passing the Final exam- 
ination of the Society held in England and Wales or 
the Final examination of the Institute, they will be 
eligible for admission to the Institute as Associates. 

Bye-law candidates undergoing their qualifying 
service with Chartered or Incorporated Accountants 
in practice as public accountants in England and 
Wales may be articled to a Fellow or Associate of the 
Institute for the remainder of their qualifying service, 
or, if they have done five years' qualifying service (or 
such shorter period as the Council of the Institute may 
in any particular case consider sufficient), may com- 
plete their qualifying service. This discretionary power 
given to the Council is to enable it to deal with any 
cases of hardship. On passing the Final examination 
of the Society held in England and Wales or the Final 
examination of the Institute, these bye-law candidates 
will be eligible for admission to the Institute as 
Associates. 

For the above purposes only service with a Chartered 
or Incorporated Accountant practising as a public 
accountant in England and Wales will be taken into 
account. 

(f) Not all articled clerks or bye-law candidates of 
the Society will be able or eligible to take advantage 
of the procedure outlined in (e) above. Accordingly, 
the scheme also provides that articled clerks and ђуе- 
law candidates of the Society will be able to complete 
their existing articles or qualifying service and if they 
pass the Final examination of the Society (wherever 
held) or the Final examination of the Institute, will be 
eligible for admission to the Institute as Incorporated 
Accountants, with the right to become Associates on 
satisfying the УРА referred to in clause 6 of the 
scheme. у é 
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Examinations of the Society 

(g) T'he Institute will, in addition to its own examin- 
ations, hold the Society's examinations for limited 
periods. Only articled clerks and bye-law candidates 
of the Society will be eligible to sit for these examin- 
ations. 
Membership of the Council of the Institute 

(А) All members of the Society who are admitted as 
members of the Institute will be eligible for member- 
ship of the Council of the Institute. Initially, the num- 
ber of the members of the Council of the Institute will 
be increased from forty-five to fifty-five by the appoint- 
ment of ten members of the present Council of the 
Society. 


Dissolution of the Society 

(2) The scheme will only become effective when the 
conditions set out in clause 22 have been satisfied. 
These include the passing of resolutions for the volun- 
tary winding-up of the Society and for the transfer of 
its assets (including such rights as the Society can 
transfer to grant and withhold the designation ‘Incor- 
porated Accountant’ and the use of the designatory 
letters F.S.A.A. and A.S.A.A.) to the Institute. The 
Council of the Institute will be empowered out of the 
surplus assets of the Society which are to be transferred 
to the Institute te make payments (i) to the Scottish and 
Irish Institutes which will be based primarily on the 
number of members of the Society who become mem- 
bers of these Institutes; and (ii) to officers and employ- 
ees of the Society so as to enable compensation to be 
paid to those whose offices or employments will 
сша as a result of the implementation of the 
scheme. 


Scottish and Irish Members of the Society 


24. The Councils of the Scottish and Irish Institutes 
propose to recommend to their members that members 
of the Society who at the date of the publication of the 
scheme are in practice in Scotland and Ireland respect- 
ively and those who have obtained their qualification 
after service in the offices of Chartered or Incorporated 
Accountants practising in Scotland or Ireland, shall be 


-` eligible for admission to membership of the Scottish 


and Irish Institutes respectively with the right to 
describe themselves as Chartered Accountants and to 
use the appropriate designatory letters. These Institutes 
will also recommend the admission of certain other 
Incorporated Accountants resident in Scotland or 
Ireland. 

25. In view of the small numbers involved the 
Scottish and Irish Institutes do not propose to create 
a new class of membership ‘Incorporated Accountants’. 
'They propose, however, to recommend that members 
of the Society who become Incorporated Accountants 
of the Institute shall be eligible to become instead 
Chartered Accountant members of their Institutes 
after satisfying in Scotland or Ireland respectively 
requirements similar to those in clause 6 of the scheme. 
'The Scottish and Irish Institutes 2186 propose to make 
arrangements for articled clerks and bye-law candidates 
similar to those in clauses 9 and ro of the scheme. 


Alteration to the Institute's Regulations 
Regarding Articled Clerks 
26. It is an essential part of the scheme that, in the 
interests of attracting an adequate supply of recruits 
to the profession and to the Institute, opportunities of 
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qualification hitherto available through the Society , 
should continue to be given to young people of the 
right character, ability and education. In order that 
this may be achieved within the framework of the 
Institute's system of articles, to which system the 
Council attaches great importance, the regulations of 
the Institute will be amended to permit a Fellow or 
Associate in practice in England and Wales to have 
four articled clerks with discretion to the Council to 
permit a greater number in appropriate individual 
cases. 

27. The standards which a member is expected to 
maintain in the training of his articled clerks will be in 
no way reduced by this change. Members who con- 
sider that the training facilities available in their offices 
are not sufficient to justify them in entering into the 
covenant imposed on them under bye-law 51 of the 


- Institute (to afford «o their articled clerks either 


personally or through their partners or senior assistants 
the opportunities and experience which are necessary 
to enable their articled clerks to qualify as Chartered 
Accountants) will be expected to restrict the number 
of their articled clerks to those for whom they can 
provide adequate training. In this respect members 
will be expected to have the same regard as hitherto 
for the training and other interests of their articled 
clerks. The Council already has and will retain power 
to refuse to register articles where it is not satisfied 
that adequate training facilities exist. 

28. Some members who have on their staffs or asso- 
ciated with them as partners an exceptional number of 
Chartered Accountants (including members of the 
Scottish and Irish Institutes) who can collaborate with 
them in the training of articled clerks, will be able to 
provide satisfactory opportunities and experience for 
a number of articled clerks greater than four. Some 
members are already providing facilities for the entry 
into the profession of articled clerks for the Institute 
and bye-law candidates for the Society who, taken 
together, exceed that number substantially. It is in 
the interests of the Institute that the training facilities 
of its members should be used for training potential 
recruits for its own membership rather than for train- 
ing recruits for other accountancy bodies. For this 
reason the scheme provides that the Council of the 
Institute shall have discretion to permit the number of 
articled clerks to exceed four per member in appropriate 
cases. This discretion will not be used lightly. Applica- 
tions for its exercise will be scrutinized closely and, in 
assessing their merits, the Council will have regard to 
the number of Chartered Accountants (including mem- 
bers of the Scottish and Irish Institutes) who are 
partners in the applicant member’s firm or are members 
of its staff as well as to any other relevant circumstances. 

29. The Council’s concern will be to ensure that, as 
far as practicable, proper training facilities are avail- 
able for every person entering into articles with a view 
to the maintenance and advancement of the standards 
of. training for the profession. 


Membership of District Societies and 
Students’ Societies 
30. District Societies and branches will be asked to 
increase the size of their committees by between one- 
quarter *and one-third in order to provide for the 
co-option of present members of the Sotiety. Students’ 
Societies will also bg asked to co-opt menibere of the 
Society anei Society students to committees of the 
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. Students’ Societies. Members of the Society will also 
be proposed for co-option to the Taxation and Research 
Committees. The question of provisions for retirement 
by rotation from committees and of any necessary 
adjustment of District Society and Student Society 
rules and areas will be deferred for consideration after 
the scheme has become effective. 


Proposed Joint Standing Committee 

31. The Councils of the Scottish and Irish Institutes 
are Joining with the Institute.in. forming a Joint 
Standing Committee to co-ordinate policy on matters 
arising in connection with the “administration of the 
scheme and to continue in being for the purpose of 
considering any matter of common interest which may 
be-referred to it by any of the Institutes. 


Future use of the Desigtiation ‘Incorporated 
Accountant’ ; 
32. The Institute and the Society have taken the 
opinion of leading counsel on the question whether, 
after the scheme has become effective, the Institute 
will be able to restrain the use by unauthorized persons 
(i.e. those who are neither members of the Institute, 
nor members of the Society as at the date on which the 
scheme takes effect) of the description ‘Incorporated 
Accountant’ and the designatory letters F.S.A.A. and 
A.S.A.A. as effectively as the Society has been able to 
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do hitherto. Counsel have advised that the question 
involves a point of law which is not at present covered 
by authority and that the position cannot therefore be 
said to be as strong as at present. Counsel consider, 
however, that if the Institute were to bring proceedings 
to protect the description, such proceedings ought in 
principle to succeed, particularly if a high proportion 
of the members of the Society who would qualify for 
membership of the Institute as Incorporated Account- 
ants decide to join the Institute. . - 

33. It is hoped that all members of the Society will 
support the scheme. Any member of the Society who 
does not become a member of the Institute (or of the 
Scottish or Irish Institutes) will, in recognition of the 


fact that he possesses professional qualifications at ` 


least equivalent to the qualifications required for admis- 
sion to membership of the Institute as an Incorporated 
Accountant and that he has been accepted by the Insti- 
tute as a person entitled to apply for membership, be 
entitled to continue to describe himself as an Incor- 
porated Accountant and to use the designatory letters 
F.S.A.A. and A.S.A.A. as appropriate. 


Recommendation 
34. The Council believes that the adoption of the 
scheme will mean the beginning of a new chapter in 
the great record of the Institute in the service of the 
public and hopes that the scheme will receive the 
approval and support of all members. 


NEW LEGISLATION 


All new Acts are noted in this column, together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC, 


STATUTES 
(4 & 5 Eliz. 2) 
Chapter 74: Copyright Act, 1956 

An Act to make new provision in respect of copyright 
and related matters, in substitution for the provisions 
of the Copyright Act, 1911, and other enactments 
relating thereto; to amend the Registered Designs Act, 
1949, with respect to designs related to artistic works 
in which copyright subsists, and to amend the Dramatic 
and Musical Performers’ "Protection Act, 1925; and 
for purposes connected with the matters aforesaid. 
Price 3s 6d net. : November 5th, 1956. 


Chapter 75: Education (Scotland) Act, 1956 . 
Ап Act to amend the Education (Scotland) Act, 1946, 
and certain other enactments relating to education in 
Scotland and for purposes connected therewith. 
Price 9d net. November 518, 1956. 

Chapter 76: Medical Act, 1956 
An Act to consolidate certain enactments relating to 
medical practitioners with corrections and improve- 
ments made under the Consolidation of Enactments 


(Procedure) Act, 1949. 
Price 25 net. November 5th, 1956. 
(5 Eliz. 2) 


Chapter 1: Police, Fire and Probation Officers 
Remuneration Act, 1956 
An Act to authorize retrospective provision to be 


made for the ‘remuneration of members of police 
forces and brigades and of prebation officers. 
Price 3d пећ. November 36th, 1956. 


STATUTORY INSTRUMENTS 


The Census of Distribution (1958) Order, 1956 
(S.I. 1956 No. 1733) 


This Order prescribes the calendar year 1958 as a year 
in which the Board of T'rade shall take a census of 
distribution and other services for the purposes of the 
Statistics of Trade Act, 1947. The Order also describes 
the undertakings in the field of distribution and in the 
field of other services to which the census will relate. 
Price 3d net. December 3151, 1956. 


The Registration of Restrictive Trading 
Agreements Order, 1956 
(S.I. 1956 No. 1869) 


This Order, which comes into operation on November 
30th, 1956, makes restrictive trading agreements of 
the classes described in the Schedule subject to 
registration under Part I of the Restrictive Trade 
Practices Act, 1956. 

The period, within which particulars relating to 
agreements are te be furnished to the Registrar of 
Restrictive Trading Agreements, is the period of three 
calendar months. 

In the case of an agreement which is not subject 
to registration by virtue of this Order by reason only 
that the restrictions accepted under it relate only to 
the supply of goods by export from the United King- 
dom, the provisions « of subsectiort (1) of Section 31 of 
the Act will apply. 


Price 3d net. November 30th, 1956. 


Déltmber-22nd, 1956 
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NOTES AND NOTICES 


Personal | 
Messrs Азнуовти, Mourps & Co, of 11- Nicholas 
Street, Burnley, announce that Mr Davm Lewis 
MOULDS, A.C.A., son of their senior partner, has been 
admitted to partnership as from November roth, 1956. 
Messrs E. Сновсниі, MarLgTT & Co, Chartered 
Accountants, of St Mary's Chambers, Lowgate, Hull, 
announce that as from December 1st, 1956, Mr 
ROBERT J. Harris, A.C.A., who has been with the 
firm for some years, has been taken into partnership. 
The style of the firm will remain unchanged. 
Messrs SIDNEY GAINSLEY, HARRISON & Co, Char- 
tered Accountants, of 52-54 Gray’s Inn Road, Lon- 
don, МС, announce that they have opened a branch 


office at 42 Castle Street, Brighton, and that the: 


branch office will be run a the partnership a as 
constituted at present. 


Professional Notes 
Mr C. A. F. Beaumont, A.C.4., has been а 
chief accountant of the London Electricity Board. 

Mr J. D. Stewart, c.a., managing director of 
Wyllie & Lochhead Ltd, has been appointed a 
member of the Scottish Committee of the Council 
of Industrial Design. 

Mr C. A. Herring, B.&C.(ECON.), F.C.W.A., M.INST.T., 
chief. accountant of British European Airways, has 
been appointed personnel director of the Corporation 
as from January 1st next. 


. Approved Auditors 

: The Chief Registrar of Friendly Societies has issued 
a supplementary list of approved auditors appointed 
by H.M. Treasury for the purposes of the Industrial 
and Provident Societies Acts, the Friendly Societies 
Acts and the Industrial Assurance. Acts, giving. the 
names of 195 new appointments and the names of 
106 whose appointments have been discontinued. 


Coal Compensation . 
FURTHER ISSUE OF 34 PER CENT TREASURY STOCK 
A further issue of 34 per cent Treasury Stock, .1977- 
8o, is being made as on December 1 5th, in satis- 
faction of compensation amounting to just under 
£325,000 due to certain undertakings under the Coal 
Industry Nationalization Act, 1946. The Treasury 
have determined in accordance with Section 21 (3) 
of the Act that {100 of this stock is equal in value on 


__ December 15th, 1956, to #75 2s 6d,of PREMO 


due. 

All compensation due to former coal owners has 
now been paid. Payments have been made by issuing 
tranches of 34 per cent Treasury Stock, 1977-80, 
at half-yearly intervals, starting in June 1950. A 


total of about £262 million (nominal) of stock has been | 


issued for this purpose. Some compensation has been 
met by cash PAS ae 


.. scriptions were 


` The Chartered Accountants’ Benevolent 
- Association 


Ма OF THE EXECUTIVE COMMITTEE. 


At a meeting held on November 2186, 1956, Mr 


George R. Freeman, F.c.A., the President of the 
Association, was in the chair and seven members of 
the Executive Committee were present. 

The Committee accepted with very great regret 
the resignation of Sir Nicholas, Waterhouse, K.B.E., 
M.A., F.C.A,, of his membership of the Executive 
Committee. The Committee recorded its great 
appreciation of the strvices of Sir Nicholas on thé 
Committee over a period. ô of thirty-three years. 


Applications for Assistance 

Seven new applications for assistance were considered. 
In two cases an annual grant was made and in one 
case a donation. In one case the President was 
authorized to make a grant, if necessary, after further 
inquiries had been made, and in another case it 
was decided to make no grant. The other two appli- 
cations were for vacancies in the homes of Crossways 
Trust, and in both cases the applicants were able to 
meet the maintenance charges out of their own 
income; it was decided to offer places to these 
applicants as soon as they became available, always 
provided that no existing beneficiary of the Associ- 

ation were to be prejudiced thereby. . 


Applications for further assistance 
Twenty-four applications for further assistance were 
considered; in eighteen cases the grant was renewed; 
in four cases it was increased and in two cases the 
grant was reduced. Three beneficiaries no longer 
bon assistance in view of improved circum- 


W. В. Peat Memorial Scholarship Fund 


One grant of £30 per annum for three years was . 
made to assist with school fees. : 


` Christmas food parcels and gifts- . 
It was decided to send Christmas food parcels to 
beneficiaries ànd to send small casli gifts to bene- 
ficiaries who are resident i in homes. x ; 


.. . . Other Matters "T a. 


The ере of five donations and a further payment 
on account of a legacy amounting in all to £428 


. was reported. It was also reported that following a 


special appeal made by the Birmingham and District 
Societys of Chartered Accountants in September 
1956, a sum of £51 9s od had been received by way of 
donations and subscriptions; certain of*these sub- 
e ander deed of covenant. 
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'The Nottingham Society of Chartered. 
Accountants: |, f 


A dinner and dance was held by the Се 
Society of Chartered Accountants on December 13th, 
at The George Hotel, Nottingham. 

The President of the Society, Mr C. L. O’Callaghan, 
А.С.А., А.5.А:А., accompanied by Mrs O'Callaghan, 
presided, and with Mr A. 5. H. Dicker, M.B.E., Е.С.А., 
President of Тће Institute of Chartered Accountants 
in England and Wales, and Mrs Dicker, received the 
128 members and guests who attended. 


Among those present were: 


Mr J. H. Evans, с.в. (Deputy Chairman, Board of Inland 
Revenue) and Mrs Evans; Mr J. Howard Bell, B.A., Е.С.А. 
(President, Manchester Society of Chartered Accountants) 
and Mrs Howard Bell; Mr P. Е. Geanger, ¥.c.a. (a member 
of the Council of the Institute) and Mrs Granger; Mr R. B. 
Leech, M.B.E., T.D., F.C.A. (a member of the Council of the 
Institute and President of the Birmingham & District 
Society of Chartered. Accountants) and Mrs Leech; Mr E. К. 


Longman, F.C.a. (President, прете & District’ 


Society of Chartered Accountants) and Mrs Longman; Mr 
F. S. Mowforth, r.c.4. (President, Hull, East Yorkshire & 
Lincolnshire Society of Chartered Accountants) and Mrs 
Mowforth; Mr R. A. Palmer, T.D., M.A., F.C.A. (President, 
Leicestershire & Northamptonshire Society of Chartered 
Accountants) and Mrs Palmer; Мг У. E. Parker, C.B.E., 
F.C.A. (Chairman, London &@ District Society of Chartered 
Accountants) and Mrs Parker; Mr B. Thomas, F.C.A. 
Sie , Sheffield & District Society of Chartered Account- 


The toast of "The Institute of Chartered Account: 
ants in England and Wales’ was proposed by Mr 
J. H. Evans, and Mr Dicker responded. 

During the proceedings, Mr O'Callaghan made 
a presentation of a silver tea service to Mr H. 
J. Clarke, ғ.С.А., who recently retired as honorary 
secretary of the Society. 

Dancing followed the dinner. 


Management Accounting 
LIVERPOOL SOCIETY’8S SUCCESSFUL COURSE 


The second week-end residential course on manage- 
ment accounting, organized by the Liverpool Society 
of Chartered Accountants, was held on December 
7th to oth in Chester. The decision to hold a further 
course was taken following the encouraging support 
given to the first course which was held just a year 
ago. The attendance of forty-two included practising 
accountants, accountants in industry апі a number 
of ‘senior non-accounting executives who were 
invited as guests of individual members. The latter 
representation of top management, on what has pre- 
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viously been a course designed exclusively for 
accountants, wás a welcome development intended 


'to familiarize industrial executives with the ways in 


which their accountants can help them, in a con- 
structive manner, to plan their business activities 
with the aid of the latest accounting techniques. 

"The course consisted of four lectures, each followed 
by group discussions, and a further session at which 
the respective lecturers dealt with points submitted 
by the groups. Mr P. D. Irons, B.COM., A.C.A., director ` 
and secretary of Saunders-Roe Ltd, a member of the 
Council of the Institute, gave a most interesting 
address on ‘Financial management’, and this was 
followed by an excellent paper on Work study as an 
effective aid to costing’, by Mr G. L. Page, chief 
industrial adviser of the National Union of Manu- 
facturers. Later, Mr W. L. Weston, planning manager 
and supplies controller of Lever Brothers (Port Sun- 
light) Ltd, delivered an address on ‘Materials supply 
and control’, and the course finished with a stimu- 
lating lecture by Mr H. Hodgson, F.C.A., F.C.W.A., 
on the ‘Profitability of products’. 

On the Saturday evening a cocktail party was given 
by the Chester Branch of the Livenpool Society. In 
his concluding remarks, Mr T. A. MacFarlane, B.A., 
F.C.A., President of the Liverpool Society of Chartered 
Accountants, who took the chair at the course, 
expressed his appreciation to all the lecturers; he also 
said how pleased he had been that the non-accountant 
guests had been able to be present and he thanked 
them for the valuable contributions which they had 


паде to the group discussions. Responding on behalf 


of the guests, Mr R. J. Collinson said that the course 
had been most instructive and had undoubtedly indi- 
cated many ways in which accountants ‘could assist 
management to improve the efficiency and, he hoped, 
the profitability of their businesses. As a result of 
what he had learned on the course, he was convinced 
that opportunities existed in large and small firms for 
closer liaison between management and their account- 
ants in the field of management accounting. 


Historic Accounts Book 


An accounts book of the King’s Works at the Palace 
of Westminster and elsewhere, in the reign of Edward 
II has come to light in private hands and is to be 
pune for the Public Record Office. The Pilgrim 

rust is contributing £1,800 towards Xs acquisition 
and an Exchequer contribution of £1,700 will make 
up the purchase price of £3,500. 
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Arrangements have been made between The Institute 
of Cost and Works Accountants and the University 
of Bristol whereby graduates who have taken the 
B.A.(Econ.) degree with accountancy in the first and 
final parts of the degree course, or the B.A. special 
degree in economics, with a special study of account- 
ancy, should be entitled to exemption from the whole 
of Part I of the Institute's Intermediate examination.. 
The agreement follows the lines of those already 
reached with the Universities of Birmingham and 
London. 


Commonwealth and Sterling Area Trade | 


The seventy-sixth edition of the Statistical Abstract 
for the Commonwealth and Sterling Area was pub- 
lished last Monday.! 

This publication brings together in one volume the 
basic trade statistics of Commonwealth countries 
up to 1955. The imports and exports of each country 
are analysed and in addition summary tables are 
given covering important aspects of trade and related 
subjects, such as production and consumption and 
world prices of major sterling exports. 

For the first time a table giving changes. in the 
prices, volume and terms of trade of sterling trade 
with the non-sterling world is included. The value 
of the exports of the nineteen principal commodities 
exported by the overseas sterling area amounted in 
1955 to about £2,500 million (nearly 70 per cent of 
total exports) and the exports of each of these is 
analysed by currency area. 


British Council Report, 1955-56 
English is now more widely used and studied than it, 


· or any other language, has ever been before, states the : 


British Council’s annual report for 1955-56. Over 
half the literate population of the world are using or 
studying English, and in recent years about half the 
world output of literature on scientific research has 
been published in English. 

In spite of these remarkable facts, the report adds, 
English will not be established as. a world language 
without systematic encouragement and the oppor- 
tunity may be lost through the shortage of qualified 
teachers and suitable teaching material. Diffusion of 
knowledge of English has always been one of the most 
important duties of the British Council and the report 
describes the steps the Council is taking, within its 
limited means, to deal with the problem. 

The report states that the: demand for British 
education and training is such that there are now in 


> 1H.M.S.O. 17: ба (by post, 18s rod). e 
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the United Kingdom -some 30,000 students from 
overseas, of whom over one-third are colonial students. 
During the year the Council met over 5,000 on first 
arrival, found permanent accommodation for about 
3,000 and transit or temporary accommodation for 
another 9,000, besides providing a variety of other 
services. In the sciences the Council gives highest 
priority to contacts between British and overseas 
specialists. 

The Council received for the year £2,782,146 from 
Parliamentary grants, and general revenue was 
£409,017, |. 

Copies of this informative report which, with 
eighteen appendices, runs to ninety-four octavo pages, 
may be obtained from the offices of the British 
Council, 65 Davies Street, London, Wi. 


Electronic. Computers at the Science Museum 


During the Christmas holidays visitors to the Science. 
Museum, South Kensington, will be able to see an 
electronic multiplying. machine in action. The 
machine , reads two factors from a punched-card, 
multiplies them and punches the answer in the same 
card. It can deal with боо cards а minute, the actual 
multiplication taking about a hundredth of a second.. 

The machine is shown beside the Pilot ACE, 
(the trial or pilot version of the Automatic Computing 
Engine) which was recently transferred. from the 
National Physical Laboratory to the Science Museum. 
Development in the field of electronic calculaters is 
so rapid that the six-year-old Pilot ACE is now 
obsolete and has a decidedly antiquated appearance; 
but during its active life it did much useful work, 
notably in connection with traffic lights and with 
fatigue problems in the Comet aircraft. - 

The Museum is open from ro a.m. to 6 pm. on 
weekdays and from 2.30 p.m. to 6 p.m. on Sundays; 
it is closed on Christmas Day. 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Gee & Ме {Publishers) Ltd, In.collabor- 
ation with Taxation Publishing Co ; have the following advantages: 
Rapora of емегу English and Scottish case din posted to subscribers as soon 
possible after che transcript of his judgment has been approved by the 

Јоде: ice and із available ye EVERY income tax, , profits tax, stamp duty, 
and estate duty Judgment In the English and Scottish Courts Is reported 
The reports are accredited for citation In Court, and are prepared by 

г N. E. Mustoe, Q.C. x The Jal page Include full reports of the Judgments 
with detailed head-notes фс Т. cases of statutes judicially con- 
sidered, and a subject а а e provided at the end the year on 
completion of each volume. e s 


Annual Subscription 30/- post free 
GEE & COMPANY (PUBLISHERS) LIMITED. 


27-28 BASINGHALL STREET, LONDON, EC2 MONARCH 5347-8 
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l SEVENTY -FIVE YEARS AGO 
From Фђе Accountant or DECEMBER 24TH, 1881 


remarks of Mr A. Murray, President of the 
Manchester Society of Chartered Accountants, deliver- 
ing an address entitled “On the Progress of Account- 
ancy and the Duties which come within’ the scope 
of an Accountant’s Practice.” 


The grant to Public Accountants of a Royal Charter 
of Incorporation, by the name of “The itute of 
Chartered Accountants in England and Wales," 
marks an epoch in the history o accountancy, and it 
is believed that su ublic recognition of the pro- 
- fession will sa irre secure for the community 
the existence of a class of ns trained and well 
qualified to undertake the responsibility devolving 
on public accountants; while it will, at the same time, 
be attended with advan to accountants them- 
selves. The history of public accountancy extends 
over a comparatively recent period, having been but 
little practised as a distinct occupation previous to the 
end of the last century. At that time the trade and 
commerce of the country were limited in extent as 
compared with what they are in our day, and the 
work now undertaken by accountants would then be 
entrusted to solicitors and others, as it was not suffi- 
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cient to find employment for those who would have 
been ie to follow accountancy as a separate 


Our Weekly Problem . 
No. 149: CHRISTMAS CRACKERS 

Mr L. U. Sidate was conducting ‘Authority’ round 
the hospital on Christmas Day. In the kitchens, thé 
chef had made a particularly attractive bon-bon for 
each patient and arranged them on two similar 
tables so that they made an exact square on each. 

"What would you have done if that patient had 
not gone home yesterday?" asked Mr Sidate. 

‘I should have arranged them in one square on 
that bigger table,’ replied the resourceful chef, . 

How many patients were in hospital on Christmas 
Day? 

The answer will be published next week. 


ANSWER TO Мо. 148: THE WASSAILERS 


If there are x nurses and у doctors, the chance that the two 
hemet were both nurses was: 


5 Eu m. 


anuo 
LL X Giy” • 


ety Бли 
There were 15 nurses and 6 doctors so that there were 
21 in the carol party. 


CHRISTMAS CROSSWORD 


Compiled by B. W. Jones, B.Com., A.C.A. 





ACROSS 
I. Referee in an arbitration comes to a corrupt errange- 
~ ment (6). 
8. Beneficiary? Absolutely not, but he has an interest (4, 6). 
9. Evict a type of partner, perhaps (6). 
Stock Exchange 


10. Does this $ 


price reflect the cost of 
. cosmeties? (6—2). 


. I2. 


1r. Thin fabric which fits the children to а T (6). 

Less tax, but there may be a catch in it (3). 

Colonize, or create ben interests in property (6). 
Celebration seen in 8 (4).. 

Property-owner's right in bankruptcy; it'd twist, taking 
the strain internally (9). 

Unpleasant internal effect of taking a drug lying down 


13. 
14. 
15. 


18. 


4). 

ts Spring proposals are seldom romantic! (6). 
'This relief could be 
23. There's enough old style in the navy to bring it fame (6). 
xe It's a sure test for these custodians (8). 
26. In a hole? Think up something! (6). 
. Race of speculators comes to a standstill (10). 
. Murray's famous partner, one might gather (6). 


19. 
21. 


DOWN 


2. Allocate expenses by this means or I get embroiled with 


the human race (7, 4, 4). 
3. A Fiach ne 1s ловни fona син of aliai capital 
4. Section of the Wills Act, 1837, em wering infants to 
make wills in certain circumstances (6). 
E see: ot for do land beat ded oe сар x 
. See 504 for uea! ог pe a 26 (6). 
nei ^ - will break when tax relief is 
obtained (6, 9 
. Strangely enough, еуен Asad аы, 4). 
а ис footwear has proved the end of many 
. ee MI of exchange, possibly (4). 
Till, perhaps, showing a 50-50 вр t of the takings (4, 4). 
12 across tax adjustment, still in force (6). 
. 'The fish is beheaded in wickede EE (6). 
. Dines in style at seven-thirty (4 


% OOY? C The solution willbe published next weeke Sheds "A 
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THE PROFESSIONAL YEAR 


HE 'great gap of time' which is about to pass into history 

as 1956 has had a full share of noteworthy events as far as 

the accountancy profession is concerned. By far the most 
momentous of these, domestically, was the proposal to integrate 
The Society of Incorporated Accountants with the three chartered 
bodies in the manner described in our issue of last week. The 
scheme is as yet no more than a blue print and out of the succession 
of meetings which stretch some way into the new year, the reality 
has still to emerge. What is certain, even at this stage, is that an 
immense amount of thought must have gone into the planning of 
the scheme by all concerned with it. Tribute must be paid to the 
members of the respective Councils who give so unstintingly 
of their time and talents in the best interests of the profession. 

Of lesser consequence, but important in that it reflected the 
growing opinion throughout the profession that young accountants 
should have as broad an educational background as is compatible 
with obtaining adequate practical office experience, was the report 
of the Scottish Institute on the training and examination of its 
apprentices, published in March.t The main proposal therein 
was that apprentices should spend an ‘academic year’ in the 
middle of their indentures, taking prescribed university classes 
and enjoying the amenities of a corporate cultural life. The report 
has been discussed at specially convened regional meetings but 
has not so far been adopted by the members of the Institute. 
It is perhaps relevant to mention that, in a report published in 
August of a commission established by the American Institute 
of Accountants to consider standards of education and experience 
necessary for the profession, nineteen of the twenty-four members 
held the view that a three-months' spell of practical training while 
on the way to becoming an accountant was sufficient and that a 
university curriculum should otherwise be able to supply the 
full knowledge required.? The other five members of the commis- 
sion strongly deprecated the concept that an academic education - 
could ever be regarded as a satisfactory alternative to actual 
office experience. 

One of the most successful professional publications in recent 
years was the report, issued in 1947, by the Council of The 
Institute of Chartered Accountants in England and Wales on the 
latest development in cost accounting. In March this year, the 
Council produced a worthy successor, entitled Standard Costing: 
An Introduction to the Accounting Processes? Already it has 
become established as a standard guide to the subject in its own 


1 The Accountant, March 31st, p. 341. 3776 Accountant, August 25%, р. 178. 
z 573 The Accountant, March 17th, р. 285. 
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. Sphere, helpful both to the qualified accountant 
and to the student. 


Another volume of outstanding interest to. 


appear during the year was a study of the evolu- 
tion and modern significance of classification and 
codification with special reference to the design 
and preparation of financial accounts, written.for 
The Institute of Cost and Works Accountants by 
Dr J. M. S. RISE, B.COM., PH.D., C.A., F.C.W.A., 
A.C.1.8,1 | 

In our review of the profession's activities іп 
1955, we deplored the fact that, despite the un- 
tiring efforts of the Council of the Institute in 
common with those of othereprofessional bodies, 
the CHANCELLOR OF THE EXCHEQUER had done 
nothing towards implementing the proposals of 
the Millard Tucker Committee report of February 
I954, regarding retirement benefits for self- 
employed persons. It is pleasing to be able to 
record in our chronicle of the outstanding 
happenings in 1956 that some measure of relief 
in this direction was announced in the April 
Budget. The CHANCELLOR's proposals were 
generally welcomed not only on the double score 
of being just and overdue but because they 
encouraged long-term saving which is one of 
the best counters to inflation. 

Apart from the Budget, there was no new 
legislation in this country during the year of 
outstanding concern to accountants. Ín three 


days’ time, that is, on January rst, 1957, the New - 


Zealand Companies Act, 1955, comes into force 
and accountants in tbe Antipodes have been 
faced with the task of making themselves familiar 
with its provisions.? The new Act, which super- 
sedes the previous Act of 1933, has been closely 
modelled on the 1948 Companies Act of the 
United Kingdom. 

The Accountant Awards, presented annually 
to quoted companies for merit in the form and 
content of their published accounts, with special 
reference to the adequacy of the information 
given and its presentation, went this year to 
Associated Electrical Industries Limited and 
Folland Aircraft Limited. The latter was the first 
concern to win an Award reserved for a ‘smaller’ 
company requiring less complex accounts, 

The summer meetings of the various account- 
ancy bodies continue to be one of the deading 
* The Accountant, July 14th, 1956, page a9. 

3 The Accountant, April 7th, 1956, plige 365. ^. 
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features of the professional year. In 1956, the 
Institute remained faithful to Christ Church, 
Oxford, and the Scottish Institute to St Andrews. 
The Society renewed pleasant associations at 
Gonville and Caius College, Cambridge. At all 
of these assemblies, there was much talk about 
automation and its impact on accounting, a topic 
which looms more largely as the electronic 
computer becomes nearer and nearer to being a 
practical proposition for the medium-sized 
concern. As Lorp HALSBURY pointed out in these 
pages recently, what a few years ago seemed a 
mathematician’s dream has become a commer- 
cial reality.? Although The Association of Certified 
and Corporate Accountants decided not to hold a 
conference in 1956, its Council and district societies 
have been active in promoting discussions among 
members on topics of professional interest. 

Two new and praiseworthy ventures into 
company research appeared during the year. 
'The first was an analysis by "The Canadian 
Institute of Chartered Accountants of the nature 
of company accounts published in that country 
in each of the years 1953 and 1954.* In all, 275 
companies were surveyed and it is hoped in 
future to raise that number to 300 and to provide 
a five-year comparison range. The other publi- 
cation classified the largest quoted public сога- 
mercial and industrial companies in this country 
in two lists of 100 and 512, arranged in twenty- 
six representative industrial groups.5 This com- 
pilation was described as a by-product of an 
inquiry wbich the National Institute of Economic 
and Social Research is conducting into the 
structure of 3,250 British companies. 

It is always tempting when reviewing the past to 
look ahead at the same time to see what the future ` 
holds. In doing so now, two events would seem 
to dominate the coming year. One is the scheme 
of integration between the three Institutes and 
the Society, which affects, directly or indirectly, 
over 36,000 members of the profession. The other 
is the forthcoming Seventh International Congress 
of Accountants at Amsterdam next September. 
Both will previde ample opportunities for . 
imparting ideas and strengthening ideals without 
which processes no profession could continue 
to prosper. : 

* The Accountant, November 3rd, 1956, page 450. 
t The Accountant, Janyary 28th, 1996, page 77. 


` 25 The Accountant, April 14th, 1956, page 393. 
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ELECTRONICS AND MANAGEMENT 


by R. GLENDINNING, M.A., C.A., F.C.W.A, 


4 HE first industrial revolution, which 
began in the eighteenth century and is still 
continuing, although now accepted as part 

of the natural order of things, was characterized 
by the substitution of machines for manual effort. 
Physical effort was replaced by various forms of 
power of which originaly the most important 
was steam, now itself largely superseded, as a 
direct form of power, by electricity. What in 
recent years has been described as the second 
industrial revolution is based on the substitution 
of machines for mental, as distinct from physical, 


effort. The processes concerned in the second . 


revolution cover the following three different 
* lines of development: | 

(a) the integration of industrial processes so that 
the product is transferred from one operation 
to the next aytomatically; 

(b) the use of devices which start and stop these 
industrial processes and adjust the material or 
the processes themselves in accordance with 
the job or work specifications; and 

(c) the use of electronic data-processing equipment, 
Le. equipment which uses electrical impulses 
to actuate devices of the sort mentioned under 
(b) above as well as to perform calculations 
etc, These are used both for controlling in- 
dustrial processes and for providing infor- 
mation of the various types required in industry. 

а> Some of these lines of development have been 

in existence for many years, particularly in the 
chemical and other ‘process’ industries. They are 
now being extended to many other industries. 
The wide extent to which this is happening, and 
the way in which these lines of development are 
being integrated to form a single system, differ- 
entiate them sharply enough from previous 

~tmethods as to require for them a new and dis- 
tinctive description. The one given is, of course, 
‘automation’. 


Automation and the Functions of 
* Management 
The impact of automation upon industrial 
methods and organization has been so striking as 
.to distract attention from one of itg aspects, viz. 
*the effect the introduction of electronic equip- 
ment may have on managerial functions. More- 
over, the pace at which new developments in 
electronic equipment are appearing and the 
spectacular results obtained in some cases by 
such means in producing the, straightforward 
‘bread-and-butter’ types of accounting infor- 


mation also obscure potentialities which may in 
the long run immensely affect management. 

By virtue of the speed with which electronic 
equipment can produce and select information, 
and the low cost with which in suitable circum- 
stances this can be done, the functions of manage- 
ment may be greatly altered. In this brief article 
(which assumes the continued development of 
electronic data-processing equipment, and its 
general acceptance throughout industry) the 
manner in which this may occur will be indicated. 

The changes affecting management are, in 
brief, that electronic equipment will make 
available factual information on which, rather 
than on estimates or ‘hunches’, decisions will be 
based. This may happen in several ways: 

(i) some types of information, at present pro- 
duced too slowly for effective action, could be 
produced very much more quickly, thus com- 
pletely avoiding the need to use estimated 


figures; 

-(ii) the equipment may itself select what is signi- 
ficant from the point of view of management; 
(iii) some types of information which cannot be 
produced cheaply enough by normal methods 
_ to be of use at present might become available. 
Before mentioning some examples of the above, 
it is important to distinguish the ordinary routine 
types of work which must in any case be done. 
These can be carried out cheaply and efficiently 
by. electronic means but may have little direct 
importance for managerial decisions. They include 
such work as pay-bill preparation, posting of 
debtors’ ledgers and the preparation of statements 
etc., posting of creditors’ ledgers, analysis of ех- 
penses, job costing, and, where appropriate, the 
data derived from these (which come somewhat 
closer to information useful managerially). The 
speed and cheapness with which the above types of 
information can be produced in suitable circum- 
stances is important but in the ordinary way the 
speedy preparation of this information will not 

itself lighten the task of management. 


Analysis by Electronic Means 
Although the line of demarcation may sometimes 
be difficult to draw between routine recording 
for othet purposes and information which calls 
for action from management, the difference is 
clear. Fot example, where the posting of infor- 
mation relative to debtors is concerned, it may be 
easily arranged. for the electronic equipment to 
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analyse outstanding amounts according to age of 
debt. This analysis could be a substitute for 
managerial effort only in the sense that manage- 
ment may carry out the work of determining by 
inspection whether the age of any particular debt 
justifies special action. If previously such an 
analysis is made by a clerk, management is saved 
nothing by the introduction of electronic equip- 
ment except that the analysis may be made more 
quickly and accurately. 

There are many cases where, to a greater extent 
than in the control of debtors, management must 
study information of an accounting nature to 
decide upon which items action should be taken 
and the form of such actiofi. Although that part 
of the work which involves selecting the items for 
decision may be done by non-managerial per- 
sonnel since it can be made the subject of a 
simple rule applied as a matter of routine, some- 
times the whole field of data is considered by 
management in order to select the items for 
attention. Where information is produced electron- 
ically, those particular items upon which action 
should be taken can be selected by the equip- 
ment itself; it is a characteristic of electronic 
accounting equipment that it can select in 
accordance with instructions given to it. Thus 
where a budgetary control system, in which 
different types of variance are analysed is in use, 
it is possible for the data-processing equipment 
itself to record separately for further consideration 
and action items (a) above or below a given 
amount or (5) above or below a given percentage 
of the budget figure. Such information could 
normally be prepared shop by shop or department 
by department and separately printed, so that the 
list for each shop could be given to the individual 
responsible for investigation or action. The 
statement, although the processing is carried out 
in code, could be printed £n extenso. 

It will be appreciated that many of the items 
tabulated may not require action, or alternatively 
action may not be practicable: management must 
decide this in respect of each item extracted for 
attention. But under such a system the responsi- 
bilities of management are limited to considering 
the items already recorded as exceptional and 
requiring attention. 

(En passant, it may be said to be not unduly 
fanciful to imagine in works or factories of the 
future that the degree of attainment of standards 
of performance could be instantaneously, reflected 
in an electrgnic computer which would flash the 
need forámmegiate rectifying action. No variance 
(or at least none arising, X factors within 
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internal control) could arise and the production 
plan would be achieved in terms of intended 
physical performance and budgeted cost.) 


Operational Research 

One major field in which electronic equipment 
may have a great influence on management, by 
way of making available information which would 
be too expensive if produced by conventional 
methods, is that of operational research – a term 
of many meanings which, however, is taken here 
to mean the use of certain statistical and mathe- 
matical techniques involving the theory of pro- 
bability in the solution of industrial problems. 
These techniques are largely unknown to 
managers because they are difficult to understand, 
although if they were but understood they might 
be used more, despite the clerical cost involved. 
But if electronic equipment can produce the 
information cheaply and quickly enough industrial 
managements are much more likely to be induced 
to take a practical interest in them, even if the 
details of their application must be left entirely 
to the expert. 

The commonest example of such an application 
is the problem of deciding on the optimum 
mixture of various different products manu- 
factured on the basis of estimates of the demand 
for them. The profitability of different courses of 
action, i.e. different combinations of output of 
the various products, can be worked out and that 
combination chosen which gives the greatest 
total profit. (T'his, like all other similar assess-: 
ments, depends on the validity of the estimates 
of cost of the products and of the quantities 
saleable at a given price.) 

Where only one or two products are involved 
the assessment of the optimum mixture for 
profitability is relatively simple and involves little 
clerical effort. If, however, many hundreds, of 
different products are manufactured, and there.is 
a limiting factor, such as liquid capital, linear 
programming must be used. Such work can be 
suitably performed on certain types of computer; 
strangely enough it is the limiting factors rather 
than the number of different products which cause 
the volume of work. 


Calculation of Quantities 
Another common type of decision to be taken is 
that regarding the economic quantity to be 
manufactured. This does not involve very highly 
involved calculations — the decision rests on the 
application of a relatively simple formula (and, 
of course, precise information as to costs, 
quantities, ебе.). Too often a simple rule such as 
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ordering three months' supply in every case is 
adopted: the problem requires a more subtle 
solution than this and although the formula is 
not difficult to apply, the calculations could 
certainly be performed much more easily if a 
computer is available. 

Another type of problem which rests on a more 
advanced mathematical basis may be exemplified 
by the need to decide the most suitable com- 
bination of craning facilities at a dock, where 

"varying sizes of vessel must be berthed and 
unloaded etc., requiring evaluation of the 
probability that particular combinations of un- 
loading etc. requirements will occur. This type 
of problem is common enough, but, fortunately 
perhaps, does not recur often in the individual 
unit. Where such problems do occur as in certain 
types of transport, for example, the calculations 

"ате easily performed by computers: perhaps on а 
hiring basis, where it-would not be economic for 


the individual concern to install the equipment. . 


Electronic cogiputers are also suitable for 
performing many such functions as shop loading, 
production control and material control. The 
advantage to management in being able to see 
some time ahead the effect in detail of a bottle- 
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neck or а shortage of material upon: facilities 
could be incalculable. . 

_Many of the mistakes made in dus and 
commerce arise from inability (except at excessive 
cost) to foresee some time in advance exactly 
what capacity, or what resources will be available 
in the light of present commitments. Such mis- 
takes result in the need to operate out of balance, 
or on an overtime basis, or in the purchase of 
additional materials at higher prices or in sub- 
contracting of work. There are many other 
reasons why managements may make wrong 
decisions but in so far as these wrong decisions 
flow from lack of precise information, electronic 
equipment may in due course narrow the field 
for error. 

Although in the last resort figures form only 
part of the basis on which management decisions 
are taken, by producing much earlier reliable data 
on matters which at present have to be 'sensed' 
or ‘guesstimated’, electronic data-processing 
equipment, if introduced on a wide scale in future, 
should enable management to concentrate on 
work of a more truly managerial nature, un- 
hampered by lack of exact financial or D 
information. 


NORTH AMERICAN COMMENTARY — LXXVI 


Current Accounting Opinions in the United States and Canada 


Хи 


by KENNETH F. BYRD, M.A., B.Sc. (Econ.), A.C.A., C.A.(Canada) 


Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, New York 
October 


Mergers of Accounting Firms 


N editorial on recent mergers of small and 
Aes accounting firms says that available 
f statistics do not show the national firms 
as taking any larger share of total professional 
activities. The number of firms and individual 
practitioners represented in the membership of 
the American*Institute has increased by 45 per 
cent in eight years, only slightly less than the 
increase in the total number of certified public 
accountants 
* The editorial notes a tendency to ‘the solution of 
local problems by increased co-operation within 
the profession, as where a small firm enlists the 
specialized services of another, small or large, 
without fear of losing a client. It concludes that 
accounting has progressed beyond the point 
where one man can grasp it all and that increasing 


collaboration among all firms, small and large,. 
is the alternative to limitations on the practice of 
small firms. 


Audit Objectives and Standards 
That audit practice has been stressed by North 
American text-books at the expense of theory is a 
fact that many would acknowledge. Mr Howard 
F. Stettler, c.p.a., Professor of Accounting at the 
University of Kansas, would have this weakness 
remedied as quickly as possible. He would have 
the student introduced to the short-form audit 
report in the first place, so that he may then be 
shown how the auditor establishes a basis for his 
opinion and what the responsibilities are which he 
assumes in so doing. After that the student will 
see audsting procedures logically emerging as a 
means to an end. Mr Stettler hopes that thought 
and research will be given to the development of a 
generally accepted ша of M 1279 
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The' New York Certified Public Accountant, 
New York, October 

Should Foreign and Domestic Accounts be 

Consolidated ? 

Mr James A. Kelley, c.p.a., a member of the 
Committee on Foreign 'Trade Accounting of the 
New York Society of Certified Public Account- 
ants, considers that the accounting profession has 
too long neglected this field which is filled with 
fascinatingly complex problems to delight and 
stimulate the accounting intellect. One problem, 
he says, is the generally accepted accounting 
procedure of translating property, plant and 
equipment accounts at historical dollar costs. He 
quotes an actual case where*an accumulated local 
currency deficit of a Latin-American branch 
exceeded the local currency fixed assets but was 
converted into a surplus on the converted dollar 
statement, simply because the fixed assets had 
been acquired over a lengthy period at much 
higher exchange rates than the current rate. 
Mr Kelley calls for research on this е by 
the profession. 


English in Accounting Examinations. . 
The reduction of problem-solving in the pro- 
fessional examinations is suggested by Professor 
A. C. Littleton, С.Р.А., to give time for two 
papers on auditing and an expanded theory test, 
where reasoning rather than remembering may 
be stressed. He thinks an arithmetic grade might 
be granted for technical correctness and literal 
grades for the expression of judgment, eg. 
B. (satisfactory) making no change in the arith- 
metic grade, but А. raising it an announced num- 
ber of points, or C. correspondingly lowering it. 
Professor Littleton would also have a course 
offered in report writing consisting of exposition 
based on short research projects. In every possible 
way he wishes the capacity to effectively use the 
English language to be made visibly desirable. 


The Controller, New York 
October 
Profit Return on Invested Capital 

In determining invested capital for calculation 
of the rate of profit return, Mr Daniel M. 
Sheehan, c.p.a., thinks there should be no 
reduction from fixed assets for accumulated 
depreciation, since this represents funds retained 
in the business, while the fixed assets зКоша be 
regarded as having their full cost value through- 
out their working life. It may be remarked that 
this theory, not uncommon in North America, 
inevitably means that zt a сета pojnt of time, 
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when the original assets are finally scrapped, 
there is a sudden unrealistic reduction of invested 
capital to the extent of the full cost of the dis- 
carded assets. 


Switching to Electronic Data Processing 
Pan American-Grace Airways Inc has installed 
and placed in operation its 705-type equipment 
and the comptroller, Mr John S. Woodbridge, 
С.Р.А., tells the story .of the transition. Ар. 
electronics development group of top-level 
employees was formed and months were spent in 
general consultation and planning. Union repre- 
sentatives were taken into full confidence and 
their co-operation obtained. The company's three 
basic objectives were (1) to gain the advantage of 
limitless capacity per unit of information re- 
quired; (2) to eliminate the interruption in pro- 
cessing caused by a variety of machines; (3) to 
improve information for management with a 
decrease in the quantity of detail. The use of the 
705 equipment automaticaly ensured the two 
former, while as to (3) Mr Woodbridge says the 
company is certain that the singling out of factors 
for decision, as opposed to the production of 
voluminous reports, will increase managerial 
efficiency and give greater time for constructive 
thought. For the near future he prophesies the 
invention of an electronic scanner, with multiple 
heads and minimum hardware, to handle a variety 
of documents directly on to paper tape or mag- 
netic tape instead. of through tabulating cards, 
and all at vastly greater speeds than at present. 3 


~ 


The Accounting Review, Menasha, Wisconsin 
October 
Professional Schools of Accounting in Uni- 
versities 
The results of a questionnaire sent to 170 indi- 
viduals, equally distributed among deans 'of. 
schools or colleges of business administration, 
professors of accounting, controllers of cor-- 
porations and C.P.A.s of firms at both national 
and local levels, are summed up by Professor 
C. Aubrey Smith, of the University of Texas. It 
appears that a separate professional school of 
accounting on a strictly graduate basis is likely to 
emerge in magy of the larger universities within. 
a decade. In the meantime, and for most schools * 
permanently, a school of accounting within the 
college of business may be the solution. Elevation 
of accounting, from a department to a school, is 
looked at somewhat askance by deans of schools 
of business, buf Professor’ Smith thinks that 
experience will ultimately win their support. 
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CHURCH FINANCE 


PAROCHIAL CHURCH COUNCILS (POWERS) MEASURE, 1956 
CONTRIBUTED 


S the Parochial Church Councils (Powers) 
Measure, 1956, which received the Royal 
Assent on July sth last, comes into 

operation on January 2nd, 1957, many account- 
ants who are members of, or connected with, 
parochial church councils or diocesan boards of 
finance may find it useful to have their attention 
drawn to Section 6 of the Measure dealing with 


property. 


New Requirement Regarding Investments 


+ At present, under Section 5 of the Parochial 
Church Councils (Powers) Measure, 1921, it is 
only an interest in land which a parochial church 
council is required to have vested in the diocesan 
board of finance, and which cannot be acquired 
or sold without the consent of that body. Under 
the new Measure, however, this requirement will 
apply to any personal property – which includes 
investments - held on permanent trusts. Any 
question as to whether personal property is held. 
on permanent trusts shall be determined by a 
person appointed by the bishop. 

Parochial church councils, are, of course, 
corporate bodies and it has not been uncommon 
,hitherto for them to hold investments in their 

| own names, though sometimes such investments 
have been in the name of the diocesan board of 
finance as a bare trustee. The Legal Board of 
the Church Assembly ruled some years ago that 
a parochial church council's powers of invest- 
ment were limited to trustee securities, - but 
notwithstanding this it will be found that some 

.of them have invested in National Savings 
Certificates or building societies, neither of which 

‘are technically trustee investments. Apart from 
the legal point neither of these are attractive 
investments, especially at the present time, for 
funds which are held for charitable purposes and 
exempt from income tax. 


~ 


E Transfer of Investmefits 


Members of the profession will no doubt wish 
to take the opportunity of seeing that, where 
appropriate, investments are transferred to the 
diocesan board of finance, and also, if necessary, 
reinvested in’ trustee securities to the best 
advantage. It might be added tħatin some cases 


it may be advantageous to give the necessary 
notice to encash 3 per cent or 34 per cent Defence 
Bonds with a view to reinvesting the proceeds 
in 44 per cent Defence Bonds, if still available. 
At one time diocesan boards of finance tended 
to consolidate investments held for several trusts 
in one holding (though it is very doubtful if a 
trustee has any authority to mix trust funds in 
this way), and this involved a laborious apportion- 
теле of dividends when received, and also of tax 
when reclaimed. Probably by now all but the 
most conservative have taken advantage of the 
Government Stock Regulations (1943 S.R. & O. 1, 
as amended in 1953 by S.I. 1062), and of Regu- 
lation 32 of the Post Office Register Regulations 
1925 (S.R. & O. 788) whereby certificates and 
interest warrants in the case of Government stock 
can indicate the account to which the fund 
belongs, e.g. 'Barchester Diocesan Board of 
Finance (Plumstead Churchyard) or 'Barchester 
Diocesan Board of Finance (Ullathorne Repair 
Fund), provided the description is not un- 
reasonably long or elaborate. This can mean a 
great saving in time and labour, which is likely 
to be all the more important in view of the 
investments which will have to be transferred to 
diócesan boards under the new Measure. 


Payment of Dividends 
Arrangements can also be made in the case of 
Government stock for dividends to be paid 
without deduction of tax on application to the 
Chief Inspector of Taxes (Charities), Seafield 
House, Liverpool, 21, in the case of stock on the 
Bank of England register, or by transferring such 
stock from the Bank of England register to the 
Post Office Register (no fee is charged for such 
transfers). The parochial church council should 
be asked to execute a dividend mandate for 
the dividends to be paid direct to their bank 
account. 

Finally, accountants who act as honorary 
auditors cf parochial church councils' accounts, 
may wish to check whether any investments are 
held on permanent trusts, and if so, to include 

in their &ertificate a reminder that the investment 
should now be Ба to the dibcegan board 
offinance. . . 
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THE COMING OF ZERO 
Most Epoch-making Invention Since The Wheel 
by ROY HOPKINS 


‘Oh pardon! Since a Crooked figure 
May attest, in little place, a million; 
And let us, ciphers to this great 
Accompt on your imaginary forces work.’ 
WILLIAM SHAKESPEARE, 
Henry У. 


T might appear paradoxical to observe that 
|= ingenious Hindu created a new world of 

thought out of nothing. Me certainly could not 
have foreseen the shattering effects which his 
makeshift expedients would have produced on 
this twentieth century. He most certainly would 
have disclaimed any share in the atom and 
hydrogen bombs. 

Sad to relate, his discovery only found a place 
in the mystic gossip of the necromancer and in 
the dark underworld of sorcerers and worshippers 
of the cult of witches. Such is the quéer back- 
ground of the coming of zero to Europe and the 
discovery of the ‘positional’ value of the symbol. 


Advance of Science in Ancient Greece 


We get a better view of the importance of these 
discoveries if we consider the tremendous 
advance made in Ancient Greece in various 
realms of science. Above all, that great scholar, 
Archimedes, might have been driven to find 
some discovery in this direction by the very nature 
of his studies. How did Archimedes come to 
overlook the zero sign and the- positional value 
of the symbol? If only this brilliant man had 
spotted these two things in his day the two 
recent world wars might have been fought and 
forgotten before Columbus discovered America. 
Archimedes had the solutions staring him in the 
face. But he turned his eyes the other way and 
the world had to wait for an unknown Indian 
to give science sufficient support to destroy 
man if it willed. 


Views of Laplace 


This is what Laplace, the great French mathe- 
matican, wrote about the reformation in the 
number world: = 
*It is India that gave us the ingenious method 
of expressing all numbers by means of tensymbols, 
each symbql receiving a value of position as well 
as an absolute value; a profound and important 
idea which appears so bimplé to us пру that we 


ignore its true merit. But its very simplicity, the 
great ease which it has lent to all computations, 
puts our arithmetic in the first rank of useful 
inventions; and we shall appreciate the grandeur 
of this achievement the more when we remember 
that it escaped the genius of Archimedes and 
Appollonius, two of the greatest men produced 
by antiquity.’ 


Development of our Number Signs 


There is still much to be learned about the origin 
and development of the number signs we use 
today. We do know, however, that these nine 
mysterious symbols at first thought to be from 
Arabia, but now known to have come from India 
by way of Arabia, found their way into Europe 
in about the fifth century without the nought or 
zero sign. They travelled by the great overland 
trade routes from East to West, from China, 
India, through Arabia, Egypt — ever receiving on 
their long and adventurous journey not only 
impressions from the countries crossed and on 
the route, but some symbols acquiring a peculiar 
quality and character - maybe sometimes, even 
a significant flourish — from the individual trader. 
For be it remembered, the caravan trader in those 
days was of considerable international importance -~ 
and even the ambassador of knowledge on 
occasions. 

From this it may be gathered that, until 
printing was introduced, the designs for these 
numbers were far from uniform. Indeed, it is not 
difficult to imagine the pride which some enter- 
prising caravan traders took in tracing the 
numerals on their sand-boards. The ability to : 
make these signs with a particular ornate loop or . 
subtle twist may well have been the beginning of 
the commercial trade-mark. 


The Gobar Numerals 


The great caravan routes were in two main 
directions. Frem Alexandria mercbants came, 
through Eastern Europe, entering Italy, while 
other merchants travelling along the coast of 
Northern Africa crossed into Spain and from 
Spain came the Gobar numerals which are very 
near to the designs we use today. Gobar means 
dust, and the Сораг numerals were drawn upon 
counting-boartis with slightly raised surrounding 
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ridges to enable the dust or powder to be 
sprinkled over the board evenly. 

These were the written or drawn characters 
which later, when paper came into use, were able 


( to bid farewell to the counting-board and 


Ni 


enjoyed a fresh lease of life on vellum and in the 
account books of the Lombardian bankers and 
money-changers. 


Zero Sign appears in Europe 


It was not until the tenth century that the zero 
sign, or nought, made its appearance in Europe. 
It created no sudden sensation. It certainly 
caused no startling change in thought and many 
years had to pass before the stranger within the 
gates was accorded a place of honour. 

'Those with conservative minds heaved a sigh. 
The Roman numerals may be clumsy and 
insufficient for modern purposes, but they were 
of chaste design and simple in construction. Just 
two signs to remember, I and X (V із half the 
X design). 

What, however, the new numerals lacked in 
beauty of design they made up in greater economy 
and elasticity, and thus at the early doors of the 
coming reformation were ushered in better and 
larger numbers. 

. 'The idea was simple and flexible. The figure 
sign could represent numbers on an expanding 
scale according to the position in which it was 
placed. Ultimately the perpendicular lines would 
be taken away, leaving the lines to be imprinted 
upon the memory alone. By this means calcula- 
tions could be made in the field of science far 
beyond hitherto known frontiers. 


Positional Value 


Now let us understand clearly what is meant by 
the positional value. The figure 5 appears in each 
of the following totals: 

I25 

152 

512 
In the first total it says, ‘I’m five units’; in the 
second total it says, *Now I've been changed to 
five tens'; and in the third total it says, 'Now 
Pm worth five hundreds’. Could anything be 
more disarmingly naive? 

For a moment look at the modern plan of an 
old abacus or counting-board, and try to 
visualize what the Hindu saw and what Greek 
genius failed to see. It was the position of the 
figure which gave the idea of positional value. 
The illustration is merely the ош пе of an old 
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abacus but it would not be quite as clear as that. 
Now abolish the abacus board and use the Hindu 
figures without it, and the value of position is 
crystal clear. 





216 


The Hindu Step Signs 

Up to the time of'the invention of printing, 
through the centuries from about А.р. 11oo, the 
ten Hindu step signs varied in design. From the 
middle of the twelfth century a pattern became 
apparent, the scribes and scholars of many 
countries working on common ground. The 
illustration shows the transition over the 
centuries: 


рака 


2131416167 


2181811 
1/2/54/5|6|7 8/90] 


After printing came in, the making of type 
compelled signs of common usage, and though 
the four and the seven have changed from the 
figures shown in Row B to the more familiar 
four and seven in Row C, the Hindu signs may 
well be said to have captured world imagination. 
But as works of art it is doubtful if they can be 
compared to the elegant Roman characters. 

The derivation of the term zero is quickly 
explained. The Indian word sunya means ‘empty’ 
or ‘blank’, and the Arabs translated sunya as 
sifr, meaning in Arabic ‘empty’. From Arabia to 
Italy the term travelled becoming zephirum, 
and was subsequently whittled down to zero. It 


Row A 









Row B 


Row C 


is amusing now to look back and trace our way 


through the background of black magic which 
heralded the coming of zero. The ten Hindu 
number signs had to fight for recognition in 
Europe. They were the work of infidels and the 
shadow of centuries is still with us today when 
we reflect that sifr came to us as zero, and as 
cfra or cipher. And the black magic of the past is 
still in*part a heritage, for do we not refer to 
secret codes as in cipher and talk about decipher- 
ing them? . . 
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WHAT THE INDUSTRIALIST WANTS 
FROM MANAGEMENT ACCOUNTING 


With a Word on His Relationship with the Practising Accountant 
by С. А. BOARDMAN, F.C.LS., A.M.LLA. 


Facts Timely Presented in Simplest Form 


LTHOUGH the word industrialist implies a 

single individual, I have construed it in its 

widest sense to embrace top management, 
middle management and supervisors and foremen. 
Each of these levels needs to be recognized for 
reporting purposes, not only because of their different 
interests and different needs for accounting infor- 
mation, but also because of the different language and 
approach required to make the reports most effective 
for each group. Management accounting is claimed to 
be a tool of management and, as such, it must be 
kept sharp and be ready for use at the right time. 

Beginning with top management, I would say that 
the essential requirements from any EE 
accounting system are that it throws up speedily, all 
relevant information about the profit-making ability 
of the organizations in as concise a form as possible. 
You will readily appreciate that at least five functions 
of top management need constant attention and it is 
at least a sign of unbalance to spend an undue pro- 
portion of time on any one. 

À document, possibly with several supporting 
schedules, upon which the accountant has spent some 
considerable time and has a detailed grasp of it, 
cannot be said to be helpful if it is unnecessarily 
long and detailed and, most important of all, does not 
reach any conclusion with adequate explanations and 
reasons, Your managing director has probably just 
been dealing with sales or personnel or production 
and has to switch his thoughts to a completely new 
topic. Please, therefore, present your facts with con- 
clusions on, at best, a quarto sheet of paper. 

If a report is to be effective, management should be 
able to act upon the facts without further investi- 
gation. This means not only that the report must be 
accurate and complete, but also that interpretation 
must be contained within it. 

Any report must essentially show one of two con- 
ditions: 

(1) A static situation; or 

(ii) One developing significant changes. 

In the latter, reasons should be given and recom- 
mendations for necessary action. 

'The second. most important point 18 that a know- 
ledge of operational ‘know-how’ is fundamental in 
reporting. Only in this manner can a sense of perspec- 
tive be built up and thus avoid the elimination of 
significant facts. (Here I believe the advice of'auditors, 
attending the plant two or three times a year, to be 
worse than useless — in fact positively misleading.) 
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Management needs facts – the value of an executive 
depends largely upon his powers of accurate analysis — 
yet once his own mind is made up the larger and more 
difficult part of the work is to convince the minds of 
others that the proposed solution is the best one. 
You can see, therefore, that timely and adequate 
(but only just) presentation of facts is the first and 
foremost requirement. 

Today, when top managements operate on a team 
basis, adequate presentation enables the general 
manager to convince his colleagues of the 'rightness' 
of a certain course of action, so that implementation 
is done willingly and with a sense of progress, not 
frustration. 


Speedy Presentation of Information 


One of the most difficult operatións is to get the 
relevant information to top management in time for 
remedial action to be taken before the excesses mount 
up. The information must be available promptly. 
Profit and loss and cost information which is available 
two or three wecks after the close of an account 
period is worth little more than the paper it is written 
on, so far as the taking of action is concerned. The 
date is so far removed from the period during which 
the incidents giving rise to it occurred, that people 
have forgotten the circumstances then prevailing. 

Information available a few days after the close of 
an accounting period is alive and can be the basis for 
taking action. The questions of timeliness and 
accuracy are related. It is certainly better to have 
information based on some approximations in time 
to take action, than it is to have absolutely accurate 
information as stale as the news in that week's 
papers. Beautifully typed schedules and com- 
mentaries on accounts two months after closing date 
are for the historical record only. ; 

Furthermore, operating management has a right 
to expect intelligible information. Not all the infor- 
mation available from the accounting department is of 
interest. The irrelevant must be separated. Reports 
should be readable, attractive, and edch one should 
carry with it some basis of comparison, 

The accountant presents facts which are reasonably 
complete. Who should interpret these facts and who 
should express® opinions? I should here like to. 
underline the growing importance of the accountant 
as controller; and one of the functions of the American 
controller is to interpret. The accountant’s training 
and position places him in a peculiar position to 
advise management; accordingly, he should have time 
to spare to devote attention to*this function and not 
be tied all the simé to routine duties. 
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Consistent Measurement of Profit 


А consistent measurement of profit is a 'must' as 
far as top management is concerned. At this point 
we are concerned with operating results and there 
should be no question of the introduction of 
extraneous items, such as charging items of a semi- 
capital nature to revenue. The treatment of these 
items for tax purposes should have no bearing on top 
management's revenue statement. Indeed, they can 
be a constant source of irritation and even friction. 

In like manner the grouping and presentation of 
items should remain relatively constant, since it is 
particularly annoying for a non-accounting executive 
to have to follow display gymnastics. 

Product profitability and production mix profit- 
ability should be assembled in such a manner that the 
measurement is consistent; e.g. if you are employing 
‘direct’ or ‘marginal’ costing, the margin should be 
expressed always in a conventional manner, i.e. to 
cover fixed overheads and profit at standard rate plus 
or minus surcharges. 

We now come to the wider and most complex 
aspect of profit measurement. Products are made to 
accept costs of materials, labour and overheads as 
they pass through manufacturing processes and thus 
obtain added values until they mature into finished 
goods. Stores, finished parts, etc., can be related to 
main products, costwise on the basis of first in, 
last out; last in, first out; or various types of averages. 
Depreciation schemes of various sorts have also been 
developed and may be applied to main products in 
many ways. On the opposite side we have a constantly 
changing value of money. Again, certain people would 
have us believe that some costs are period costs to be 
deducted from the year’s sales and not added to the 
end of period inventory. 

1 do not wish to start a ‘hare’ when talking about 
measurement in relation to changing values of money, 
but I am convinced that it is useless to attempt 
comparisons when these changes are ignored. Let 
me state, at once, that I am fully aware of the great 
difficulties which lie in the way of this accurate 
assessment of profits divided by gaps of time, but I 
do not think that these difficulties should prove an 
unsurmountable barrier to a solution. 


. Measurement of Performance 
"There seems to be little doubt about my next demand, 
since there has been a great deal of publicity given 
to budgets, Standards or targets. 

Some time ago it was a fairly general practice for 


"financial accounts to be prepared showing comparison 


with a previous period and having attached supporting 


: schedules containing explanatiofs of significant 


differences between the periods. I am sure this kind 


-of thing still obtains, especially in those concerns 


where auditors exercise a strong influence, and to 
some extent it represents a sort of control. 
My own strong preference is for a system of 


-standard costs supplemented by variable budgets to 
-take care of market conditions. Ву this means, month 
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to month control of operating costs and profit is 
obtained, and an executive's capacity for manage- * 
ment by exception is materially improved. Top 
management need only be supplied with а compara- 
tively small sheet of paper containing the ‘highlights’, 
while senior and junior managements can have more 
detailed breakdowns of the figures. | 
At this point may I plead for the greatest care in 
setting standards. 1 believe it is vital for the account- 
ant to be familiar with the manufacturing processes, 
во that he does not make the obvious blunders, He 
will, of course, be in close contact with sales, tech- 
nical and work study people, but he alone should be 
responsible for submitting finally agreed standards 
- to top management. Standards should not be changed 
frequently but should be corrected by variance factors 
to be in keeping with existing conditions. Here the 
- flexible budget is useful. Personally, I am an ardent 
admirer of breakeven charts and believe they can be 
put to great use. : 


Fixing Standards 
There are one or two points regarding methods of 
fixing standards which I think are worthy of con- 
sideration at this point. Standards of profit to be 
used for price-fixing purposes are just as vital as 
‘material or labour standards. A target profit based on 
fair dividends and, for argument's sake, say a further 
“so per cent of the distribution so that the Stock 
Exchange will not think too hardly of us, should be 
set up to be used in product pricing. This can then 
be carefully reviewed in the light of thesales manager'a 
` opinion of the volume at various price levels and in 
various markets. 

'The two aspects of standards determination, i.e. 
price and usage, demand the closest attention of all 
-management staff levels and the final agreed standard 

"should be a tight one. My own personal predilection 
is for plant capacity to be fixed in standards at 90-95 
per cent or as nearly full capacity as possible. Just a 
word here about activity. My own request to my 
folks is for a periodic statement of activity by 
department. 

If I may digress for a moment I would mention 
that in my own organization, dealing with a sequence 
of manufacturing processes, it is our custom to assess 
profits departmentally and endeavour to ensure that 
the sales department concentrate on those products 
which usefully employ the most departments. 

This question of volume is one of top manage- 
ments major headaches and it behoves the тапаре- 
ment accountant to supply information sufficiently 
adequate to enable steps to be taken to cope with 
this problem. 


Continuous Programme of Cost Reduction 
Now we come to a lovely controversial item – the 
continffous programme of cost reduction. This is a 
subject which finds little favour with accountants, as 
it is ushally considered to be entirely the province of 
design or planning engineers. Thé view is often 
expressed that if tight standards tre laid down and 
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constant attention is given to the elimination of 
* excesses, nothing is left to be done. 

I couldn't agree less! А positive approach to an 
objective of increased value for every pound spent 
wil yield dividends. I will refer later to what my 
own chairman describes as a bubbling wall, but 
right now I say that management accounting should 
repeatedly put forth reports on ways of reducing unit 
costs. This may be by increased volume through 
higher distribution expenditures, or by elimination 
of ‘black spot’ products or by any other means. In 
the field of distribution alone constant attention should 
be focused on: | 

(т) Revision of product lines- package or size 

variations; 

2) Revision of distribution channels; 

s Elimination of unprofitabke territories; 

(4) Selective selling; 

5) Improvement in distribution methods; 

(8) Reduction of investment in stocks. 

Quite often an attempt is made to produce items 
which the market will not absorb in profitable volume. 
This is economic waste and results in production 
capacity being used which otherwise could be devoted 
to more profitable lines. Ап analysis of total sales 
often reveals that a small number of products 
account for, say, 75 per cent of sales and 80 per cent 
of profits. Why then do we continue with the other 
lines? Again, a careful analysis of customers and the 
cost of selling to them and servicing their orders, 
providing after sales services etc., may surprise us. 
Small orders, special colours or fitments, abnormal 
handling or shipping requirements, are other factors 
to which consideration must necessarily be given. 

All this emphasizes the need for an ordered pro- 
gramme of cost analysis in both manufacturing and 
distribution costs. There must be a natural impatience 
with any attitude of complacency regarding costs. 
Some, but not all, costs are essential. The accountant 
should be chary of accepting any without question. 

The necessity of maintaining high volume pro- 
duction will inevitably increase competition, and the 
need for increased efficiency in manufacture and 
distribution of products. This requires factual cost 
analysis plus some imagination. The objective of 
every business is to give more value to more people 
at less cost. The companies with the best chances of 
profit and progress during the next few years are 
those which are determining today ways and means 
of improving and increasing the effectiveness of their 
manufacturing and distribution pounds, 


Financial Planning of Future Activities . 


Failure to look ahead places a business in a risk 
enterprise class. The test to apply is – are we best 
utilizing the resources at our disposal in relation to 
conditions now and possible conditions in thé'füture? 
Some initial impulse in the matter of future activities 
will come from top management in the interpretation 
of company policy, but a constant survey of the 
utilization of the tompany's 1 Tesqurces falls properly 
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within the province of management accounting. 

Continuous expansion does not fall to the lot of 
every company, but steady progress even out of 
depreciation means overall capital controls supported 
by earnings estimates of projected capital expendi- 
tures. The general approach is through the medium 
of long-term cash forecasts involving levels of profits 
depreciation and inventories. This provides the 
framework of adequate utilization of funds currently 
in the business. The next stop is the employment of 
outside funds on a profitable basis in order to take 
advantage of some lead in design, markets or price, 
or combination of any two or more. 

In practice, this planning of future activities springs 
from the management accountant advising top 
management about surplus funds. Consequent upon 
this is the consideration of expansion by increased 
volume or additional products. The correct selection 
of financing methods is vital to either of these two 
kinds of progress. On the assumption that an аде- 
quate return has been shown on the proposed 
capital programme, and that company policy has 
sanctioned the expenditures, then some form of 
control must be instituted to prevent costs running 
away with us and the estimated return on investment 


` becoming diluted. 
Divisional plans for capital expenditure are normally 


submitted to.a committee of executives whose 
recommendations go to the board of directors. At 
the stage where they are considered by the com- 
mittee, the accountant will have an opportunity of 
showing their profit-earning capacity and an order of 
priority consistent with fund availability. 

The capital expenditures themselves result in 
continuous related costs in addition to depreciation 
and interest. Once the expenditure has been made, 
continuing costs are incurred for light, heat, power, 
insurance, etc., as well as labour which comes into 
being from having more plant and equipment avail- 
able. Opinion has often been expressed that these 
correlatory costs are of more importance over a period 
of years than the original cost of the facility itself. 


Flow of Information to Junior Management 


The fact that I come to this aspect a little late in my 
talk must not be taken as an indication that it is rele- 


gated to a low position. In my opinion it is one of the . 


most important aspects of the service which manage- 
ment accounting can give to the industrialisttoday. 
Much has been said about making foremen a part 
of management and about instilling a sense of cost 
corisciousness in middle and junior management. 
The advocates of this philosophy presuppose that 


foremen and eecutives are impatiently awaiting . 
the accountant with budgets, variances and a host of ' 


detailed analyses. Such, in my opinion, is not the case. 
Management has quite a task to perform in the finan- 
cial education of some of its members. Distrust of 
the unfamiliar is perfectly natural and understandable. 
Lack of understanding of a budget plan and its 
objectives, can, jf uhchecked, lead to suspicion of it, 
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and to its rejection. It is, therefore, fundamental that 
all those who have a part in its operation should be 
told what it 1s all about. 

When this advance explanation has taken place, 
the co-operation of the various levels of management 
should be sought on budget preparation. Unless an 
individual has played some part in the submission 
of budget data and concurs with the standards or 
targets, it is a complete waste of time taking him to 
task for unfavourable variances later. 

There can be no doubt that an adequate system of 
management accounting provides better channels of 
communication within an organization; channels 
which are shorter, permitting a flow of information 
vertically and horizontally and promoting wider delega- 
tions and assumptions of managerial responsibility. 


Analysis of Results of Management Decisions 


Following naturally from my last point is the follow- 
up or analysis of the financial effects of management 
decisions. As we have just been reviewing capital 
procedures, I will briefly refer to these controls first. 

The follow up of projects may be likened to a post 
audit and is reglly most salutary. It is really vital to 
develop and maintain a high sense of responsibility 
amongst those submitting capital proposals. Nothing 
is more disconcerting to a plant manager whose capital 
allocation has been overstepped by rising prices, 
contractors' delay and other items, to find that his 
estimated return has just not matured. I speak 
feelingly on this point because of a recent experience 
in this connection. 

А sense of responsibility can only be assured when 

itis known thata follow-up will take place; additionally 
a great deal can be learnt when comparing results 
against the plan and a fund of knowledge built up 
for use when formulating later projects. It may be 
found on examination that the rate of return on the 
proposal was achieved, but only for a relatively short 
time, after which the plant became obsolete. In 
advanced electronic industries, for example, aware- 
ness of this possibility and the frequency of its 
occurrence are extremely important. 
- In America the follow-up is sometimes done by a 
special division, operating independently, whose 
mission in life is to see that company policy in relation 
to capital expenditures is being carried out. 

Decisions of management on manufacturing or 
distributing, operations should also be measured 
financial-wise after the event. Although this pro- 
cedure may savour somewhat of an inquest, it is 
necessary to avoid a repetition of costly mistakes. The 
decision to open a new territory ој to initiate a new 
product; to impose а new layout for processing 
existing lines, or to alter the operation processing, 
must all be objectively assessed against the estimates. 

The measurements to be employed in justifying 
capital expenditures, the types of analysis required 
and the techniques of controlling expenditures on 
projects after they have been approved, have attracted 
much attention and assumed addéd importance in 
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recent years. This has been a natural result and out- , 
growth of the continued large capital expenditures 
which have been and are being made by all segments 
of the economy. Major considerations are that: 

(1) The permanent nature of the expenditures 
involved presents substantial risk from a finan- 
cial standpoint, since the funds involved cannot 
be recouped in a short period of time without 
the possibility of loss in sale or liquidation. 

(2) Errors in the physical programme itself, in the 
timing of the expenditure in relation to the 
anticipated benefit to be derived, or in the 
amount of the expenditure cannot be corrected 
without penalties which are often severe. 


Relationship with the Practising Accountant 


The relationship about which I venture to comment, 
is that between the practising accountant and the 
medium- to large-sized manufacturing company. 1 
am not qualified to comment on the position which 
arises when a firm of accountants acts in the capacities 
of accountant, auditor, tax consultant and general 
business adviser to a small company, partnership or 
sole trader. 

A source of surprise to me is the difference in 
auditing programmes between one firm and another. 
If a comprehensive programme is deemed advisable 
by a large London or provincial city firm – why does 
not the smaller local firm require the same? Is it 
purely a question of fees? If so — that is surely the 
wrong approach. You should certainly ask yourselves 
~ are our fees high enough for us to offer an adequate 
and comprehensive service? 

At this point it is desirable to distinguish between 
concerns employing internal audit departments and 
those without this facility. I believe, for simplicity, 
in confining my remarks to the second type. 

Management is entitled to a comprehensive audit 
with an annual commentary and advice on current 
good practice in accoun 

АП matters of taxation are best left to the specialists 
employed by most audit partnerships, with the proviso 
that top management is kept fully aware of all the 
implications. 

Considerable assistance can be rendered by the 
professional man by reason of his wide contacts, 
especially with firms in like or similar industries. He 
has the opportunity of getting an objective view of 
the progress made in certain directions and can often 
advise top management, especially on obtaining, or 
retaining, finance. 

If the audit partnership is large enough, it appears 
advisable to operate an organization and methods 
department. This would be available to the smaller 
industrial concerns who, otherwise, might not be 
able taemploy a man of sufficient calibre to carry out 
such work. 

I believe that the professional firm has a great 
deal to offer top management in the field of special 
investigations, secretarial and associated functions 
and liaisop work with finánce houses, bankers, etc. 
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WEEKLY NOTES 


Capital Investment in Key Markets 
'The prosperity of the United Kingdom depends to 
a critical extent on the prosperity of the United 
States and Australia. We have been fortunate since 


the war in that neither of these markets have experi- 


enced a depression, however mild, at the same time. 
'There have been occasions, in fact, when the 
prosperity in the one has been offset by quieter 
conditions in the other, a see-saw which has worked 
out exceedingly favourably for the British balance of 
payments. 

An estimate published recently in New York 
puts capital expenditure by «ће United States 
Corporations in 1957 at over £14,000 million which 
would be an increase of rr per cent on the 1956 
outlay. It is expected to consist of a 6 per cent 
increase in prices and a 5 per cent rise in physical 
investment. The main increases are expected to be 
in oil and in the public utilities. A fall in investment 
by the automobile industry and in building materials 
and a wide range of consumer products is, however, 
also forecast. The investment boom, if it occurs, will 
thus be in heavy capital equipment which could, in 
turn, provide the basis of a subsequent boom in 
consumer goods. 

In contrast, evidence is accumulating that invest- 
ment in Australia is easing off. A survey issued 
recently by the Industries Division of the Department 
of Trade forecasts a period of consolidation rather 
than of development. Within certain limits, this 
could be a healthy state of affairs, for Australia has 
suffered acutely from inflationary pressure and a 
desire to stretch its resources of equipment and man- 
power over too many projects too quickly. A period of 
consolidation while the balance of payments improves 
under rising wool prices would be no bad prescription 
for long-term Australian prosperity. During the early 
phases of consolidation prospects for United King- 
dom exports of equipment might become slightly less 
favourable. There are signs that consumer spending 
has eased off a little and this could adversely 
affect British exports for a time. There seems to be 
indications, however, that the high level of import 
restrictions has persuaded some overseas companies 
to increase their stake in Australian concerns, which 
of course, could become important markets for 
British goods. 

Rate Relief for Commercial Property 
А. Bill has been introduced by which the rateable 
value of shops, offices and certain other commercial 
properties will be reduced by one-fifth. Announcing 
the Government's intention to introduce tbe Bill, 
Mr Duncan Sandys, Minister of Housing and Local 
Government, said it would also deal with tbe need 
to adjust the sate contributions from State-owned. 
gas, electrieity and transport industries in order to 
offset loss of revenue which Would otherwise be 


' suffered by local authorities as a result of the recent 


revaluation. 

Another matter with which the Bill deals arises 
from the method of calculating the Exchequer 
Equalization Grant which at present takes no account 
of the relief from rates given to charitable and 
educational bodies under the Rating and Valuation 
Act, 1955, with the result that certain areas, like 
Cambridgeshire, where property occupied by such 
bodies forms an appreciable proportion of the total 
rateable value, have been losing considerable amounts 
of grant to which they would otherwise be entitled. 
It is proposed that the Bill's provisions should take 
effect from April 1st, 1957. 


American Tyre Manufacturers: Trading in 
England? 

The hearing by the House of Lords of the appeal 
by the Firestone Tyre & Rubber Co Ltd from the 
decision of the Court of Appeal in Firestone Tyre 67 | 
Rubber Co Ltd v. Lewellin (35 А.Т.С. 17) has been 
concluded. The House reserved judgment without 

ing on counsel for the Crown. The Court of 
Appeal, upholding the judgment of Harman, J., 
held that the company, which manufactures tyres 
in England and sells tyres abroad, was acting as the 
agent of the Firestone Tire & Rubber Export Co 
Ltd, incorporated in the State of Maine, and was 
properly assessed to income tax as such. 


Higher Steel Prices. 


As from the beginning of last week, iron and steel 
prices have been increased by 6 per cent. This is an 
average rise and obscures some advances which are 
as much as ro per cent. In making this announce- 
ment, the Iron and Steel Board referred to the 
substantial increases in costs of production and 
the adjustment of profit margins which is necessary 
to finance the heavy capital development programme 
which faces industry. The increases are expected to 
bring the industry an additional £40 million or 
£50 million in revenue a year. 

An advance in steel prices has been forecast for 
many months. The published changes do not, in 
fact, take into effect the consequences of the Suez 
crisis. The Board said that the effect on costs of the 
Middle East situation may be substantial but that 
neither the duration nor the net effect can yet be 
forecast. 

It is particularly significant that profit margins on 
certain products have been increased. The margins 
consist of allowance for depreciation calculated on 
replacement cost (which has now been brought into 
line with the higher cost of new equipment) and a 
further percentage for profit based on the historical 
cost of plant. These margins have not been changed 
since the price review of December 1954. Having 
surveyed the capital and running costs ов new plant 
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required under the next stage of the development 
programme, the Board has calculated that margins 
must be increased in those sections producing heavy 
steel products in order to make expansion more 
attractive than in other sections of the industry. 
This is the reason for the sharp jump in the price 
of certain heavy products. It seems likely that the 
increase in prices will not upset to any extent the 
recent formula by which the steel industry provides 
about half its necessary capital for expansion from 
its own internal resources and half from outside. 

The plan to raise output to 28 million tons of steel 
by 1962 is expected to cost at least {100 million a 
year at 1955 prices. There is thus a major call to 
be made on outside sources of finance. The alternative 
would have been to raise prices at home and abroad 
even further at a time when every effort must be 
made to keep home prices stable and while export 
markets remain as vital as ever, The margin which 
British steel prices enjoyed below Continental 
competitors is, 1n fact, dwindling seriously and there 
is little room for manoeuvre left so far as export 


` prices are concerned. 


The Critical 3 per cent 


It is no coincidence that the official retail price index 
has gone up by about 3 per cent between last spring 
and the end of December, and that the wage increases 
now being negotiated are settling down to an argu- 
ment also about 3 per cent. The provincial bus 
drivers were the first to have 3 per cent offered to 
them as a wage increase and the British Transport 
Commission has made a similar offer to both the big 
railway unions representing operatives on rail. It is 
expected that A.S.L.E.F. (which represents most 
of the footplate men) will give an answer to the 
Commission's offer of 3 per cent in response to its 
own demand for a 15 per cent increase in wages early 
in January. The National Union of Railwaymen is 
expected to get the A.S.L.E.F. reaction before making 
its own reply to the Commission. шар the 
prospect of peace on the railways is now closely tied 
with this figure. i 
. Early in January, as well, the engineering unions 
are planning to make their next move in wage 
negotiations with the employers. Some time ago 
they demanded a то per cent increase in wages which 
the employers turned. down in advance. It had been 
expected that the engineering unions would be less 
militant in their attitude towards the increase than 
the railwaymen are likely to be about their's, but the 
attitude of the. railwaymen will certainly affect 
that of the engineering operatives. [t is likely that the 
latter will know the railwaymen’s views on the 3 per 
cent offer they have had before the engineering 
executives meet at York on January roth. There 
seems to be some prospect tbat the engineering 
union's representatives will accept 3 or 4 d cent 
and this will probably happen if 3 per cent becomes 
fashionable. ј Ре 

Tt has been rumoured that the erfgineering unions 
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will accept arbitration. One way and another, there- 
fore, the engineering operatives are building up an ` 
impression of sweet reasonableness which it wil be 
difficult for the employers to turn down flatly. 

If 3 per cent becomes the general rate of increase, 
wage concessions will have become completely if 
temporarily, connected with the cost of living. This 
has the immediate advantage of making it unnecessary 
for the employers to argue about the trend of profits 
and rising costs, but if the cost of living increases 
abruptly later in the year owing to the Suez crisis, 
industry may have cause to regret the impression 
that may have been created that basic wages should 
move according to the cost-of-living index. 


Shell Orders Super-tankers 


It was recently announced that Cammell Laird & 
Co and Vickers Armstrong are each to build an oil 
tanker of 65,000 tons dead weight for the Shell 
up. These will be the largest tankers yet ordered 
in the United Kingdom, though tankers up to 85,000 
tons dead weight are on order for American com- 
anies. Even before the Suez crisis an exceptionally 
bye tanker building programme was in hand 
throughout the world in order to meet the anticipated 
increase in world consumption of petroleum pro- 
ducts. 

Total world orders for tankers were estimated to 

amount to over 20 million tons dead weight for 
delivery up to 1960-61. Deliveries were scheduled 
at over 4 million tons dead weight in 1957 and over 
5 million tons in 1958 and apart from the possibility 
of increased output in the U.S.A. and Canada there 
appeared to be little prospect of expanding production. 
in the next two or three years. 
., Further orders have been placed since the closing 
of the Suez Canal drew attention to the need for 
reserve capacity, and a number of companies have 
revised their building programmes by increasing 
the size of tankers already on order. 

Apart from a possible shortage of suitable berths 
for large tankers the principal factor likely to delay 
the present building programme is a shortage of 
steel plate. This is already a limiting factor in the 
United Kingdom, Japan ‘and Germany and may 
become so in the U.S.A. where more than 30 tankers 
ranging from 29,000 to 100,000 tons dead weight 
have been approved for construction since the closing 
of the Suez canal. It has been proposed to include 
tankers in the defence materials system in order to 
give builders defence priorities for materials. The 
shortage of steel plate may be intensified owing to 
the growing demands for atomic energy projects. 
It will, therefore, be extremely difficult to provide 
any margin of tanker capacity over the next few years. 
It mayprove possible to expand the carrying capacity 
of the existing fleet by gradually stepping up service 
speeds, but suggestions that by expanding the tanker 
building programme it may be possible permanently 
to by-pass the Canal appear to bg very.wide of the 
mark, at least for stveral ‘years. oat 


THE ACCOUNTANT 


December 29th, 1956 


REVIEWS 


Tax Planning with Precedents 
Second Edition 
by D. C. Potter, LL.B., and H. H. Monroe, M.A., 
Barristers-at-Law, 
assisted by H. G. S. Plunkett, Barrister-at-Law 


(Sweet & Maxwell Ltd, London. £2 xos net) 


'The appearance of a second edition of this book only 
two years after the first, is an indication of the success 
of this new departure in text-books. Other writers on 
tax matters have paid the authors the compliment of 
adopting their phrase ‘tax planning’, with its 
delightful blend of euphemism with alluring promise. 

The stated object in producing this new edition was 
not only to deal with changes in the law, but also to 
add fresh matter and to rewrite and amend the text 
wherever desirable. There are six new precedents, 
also an entirely new chapter dealing with marriage 
settlements, of which one of the new precedents is a 
brief example. 

A good deal of attention is paid to the new position 
in relation to retirement annuities, although the 
Finance Act, 1956, had not received the Royal 
Assent when the book went to press. In the result the 
book is now some xoo pages longer and offers some- 
thing to practically everybody. There are not many 
occasions when it lapses from the generally high 
standard of care, but on stamp duties it is, shall we 
say, rather less than reliable. In the precedent for a 
solicitors’ partnership, too, one of the provisions 
appears to be based on a misunderstanding of Section 
19 of the Finance Act, 1953. The impression seems 
to be that election for the continuance basis may 
give rise to an additional (cessation) assessment on a 
subsequent change. What Section 19 (4) (b) provides 
for is an additional assessment in spite of the election, 
not because of it. 


Statistics and Their Application to Commerce 
Eleventh Edition 
by A. R. Ilersic, M.Sc.(Econ.), B.Com., F.I.S. 
(H.F.L. (Publishers) Ltd, London. 255 net) 


This -book is intended to provide elementary in- 
struction for the student taking statistics as a 
secondary subject and it succeeds in doing so in a 
quietly effective fashion. Several chapters in the new 
edition have been revised or virtually rewritten in 
the light of recent developments in the techniques of 
recording and correlating statistics. There is a 
useful section describing the various economic 
statistics issued by the Government and the narra- 
"ive is rounded off with a reasoned analysig,of the 
‘uses of statistical information in industry and 
commerce. Mr Ilersic's book is interesting through- 
-out апа – perhaps the most elusive of all text- 
"book virtues – may ђе read for pure pleasure as well 


‘as for instruction. . á 


Accounting: A Social Force in the Community 


by Mary E. Murphy, Ph.D., C.P.A. 
Professor of Accounting, Los Angeles State 
College of Applied Arts and Sciences 


(Cambridge University Press, London. 30s net) 


Professor Murphy is well known in this country and 
many members of the profession will welcome this 
interesting, and sometimes challenging, contribution 
to accounting literature. It contains seven of the 
lectures which she delivered in 1953, when she visited 
Australia in the distinguished capacity of the first 
Fulbright Lecturer in Accountancy to the University 
of Melbourne. 

Accountancy, in common with every other pro- 
fession, exists to serve the community, and a weaken- 
ing of its social impact will, in the end, destroy its 
raison d'étre. То the man in the street, questions of 
accounting procedure often seem to be purely 
technical and academic, whereas in fact they may go 
to the root of the accountant's responsibility to the 
public. Professor Murphy puts a we deome emphasis 


on this aspect, which is constantly brought to the · 


fore throughout the book. 

In the lecture entitled “The enlargement of the 
accountant’s viewpoint’, the author stresses the 
necessity of a positive approach on the part of the 
accountant which will contribute to the productive 
efficiency of industry. Since her words were spoken, 
much progress has been made in management 
accounting, and in the awareness by the industrial 
accountant ‘of the social aspect of his activities’. As 
one of the handicaps in the way of development, she 
mentions that accounting terminology is not yet 
sufficiently standardized, and she is a convinced 


advocate of international research to produce a 


strong and co-ordinated technical growth. 

Another lecture, ‘Dilemmas and challenges in 
accounting’ deals largely with American practice, 
and also with some of the accounting problems 
resulting from the Second World War, in particular 


the thorny question of the changes in the purchasing ` 


power of money. 

‘The correlation of accounting and economics’ has 
been an item on the accountancy programme for many 
years, but the difficulties are great and we are glad to 
see that Professor Murphy does not play them down. 

That apparently unanswerable question ‘What is 
income?’ which so frequently occupies the time of the 
Revenue Courts and on which taxpayer and tax 
collector will never agree, is discussed in the lecture 
‘The determination and statement of income for 
accounting purposes’; and questions of taxation are 
dealt with in ‘A comparison of income taxation in 
Australia, Great Britain and the United States’. 
‘The rise of the controller in business manage- 
ment’ and ‘Accounting and managerial problems in 
the Australian &conomy’, complete the book. The 
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author has a wide knowledge of the accounting 
practice and problems in this country, and frequent 
reference is made to the pronouncements of The 
, Institute of Chartered Accountants in England and 
Wales, as well as those of the American Institute, and 
to the views of individual practitioners. Since these 
lectures were delivered the rapid development of 
automation is once more demanding new techniques, 
and is a fresh reminder that accounting is not, and 
never can be, static. 


The Law of Restrictive Trade Practices and 
Monopolies 


by H. Heathcote-Williams, M.A., Q.C., Emrys 

Roberts, M.B.E., M.A., LL.B., Barrister-at- 

Law and Ronald Bernstein, D.F.C., B.A., 
Barrister-at-Law 


(Eyre & Spottiswoode (Publishers) Ltd, London 
365 net) 

The first Board of Trade Order under the Restrictive 
"Trade Practices Act, 1956, came into force on Novem- 
ber 30th, and the collective enforcement of resale price 
maintenance was already illegal as a result of that Act. 
The need for a guide to Me Act and the Orders made 
under it is evident and this book offers an account 
of the law in narrative form, to which obviously a 
good deal of care has been given. The Act itself is 
reproduced as well as the Monopolies, etc. Acts of 
1948 and 1953. 


Industrial Pension Schemes 
by William Durham, M.A. 
(Industrial Welfare Society Inc, London. 5s net) 


This useful booklet is divided into two parts. The 
first gives a brief and readable account of the various 
kinds of industrial pension schemes in use, with 
comments on the tax repercussions, methods of 
contribution, variations in the nature and amount 
of benefits and the like. The second part is a statistical 
analysis of pensions schemes in actual use in a large 
‘sample of cases. There is also an appendix containing 
notes on the practical administration of a scheme, 
and another appendix containing specimen forms to 
be used in such administration. 


Tax Problems of the Family Company 
by Milton Grundy, M.A., Barrister-at-Law 
(Sweet & Maxwell Ltd, London. 17s 6d net) 


This is a brief and pleasantly written book, in non- 
technical language, which seeks to cover the whole 
ground of taxation so as to coféstitute а kind of 
reminder of the various tax repercussions of such 
matters as turning a business over to a private 
company, paying dividends, inaugurating retirement 
schemes and the like. Some of the problema discussed 
have no direct connection with family companies as 
such: for instance,*there is a disquisition on estate 
duty liability i in relation to intr vivos gifts, and an 
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appendix setting out income tax personal reliefs 
Notwithstanding the author's very happy turn o 
phrase, the very brevity of the book makes i: 
necessary for the reader to be a little wary. As ar 
éxample, it may be said that the remarks abou 
estate duty in relation to retirement schemes are s 
brief as to be somewhat misleading. Also, statement 
merely that the effect of a particular course wil 
depend on the facts of the case, although no doub 
very true, are scarcely helpful. 


Electronics in Business 
A Case Study in Planning 


by Herbert F. Klingman, 


Research Director, Controllership 
Foundation Inc, New York 


(Controllership. Foundation Inc, New York. $4) 


The Controllership Foundation, which is the researc! 
atm of the Controllers Institute of America, has a 
an aim, the improvement of the usefulness of account 
ing information to management by the issue o 
publications, of which some are case studies. 

. This particular case study deals with the consider 
ations eh led to the decision to introduce elec 
tronic equipment by the Port of New York Authorit 
~ а public utility undertaking — and the factors whicl 
prompted the decisions actually taken at each stag 
of its introduction. It thus illustrates well the prob 
lems, especially those relating to staff, encountere: 
when a large-scale organization switches over t 
electronic methods. 

Although occasionally the views it refers to seen 
naive, the booklet shows the need for thorough stud: 
at every stage if the changeover is to be successful. 


SHORTER NOTICES 


Tue New Provisions RELATING то Prorrrs Ta: 
(Finance (Мо. 2) Act, 1955, Finance Act, 1956) 
by Arthur Rez, B.COM.(LOND.), F.R.ECON.S., F.A.C.C./ 
Gletkeley Book Co Ltd, Stanmore, 25 64. Thi 
eleven-page pamphlet may be used as а supplemen 
to the author's Profits Tax Simplified. 1t contains 
number of practical examples showing the effect c 
the new law; there are marginal references to th 
Statutes in force, and five new decided cases ar 
mentioned. 


Tue 1956 Income Tax LEGISLATION, by A. £ 
Silke, m.com. (Cape Town), C.A., (8.A.). (Juta & C 
Ltd, Cape Town; Sweet & Maxwell Ltd, Londoi 
425 net) This is an exposition of the changes i 
South African income tax law, with a reproduction « 
the income tax legislation as in force for the year ¢ 
assessment ended June зоб, 1956. 

Tue Beapty Reaper by Clark Smith. (Hammonc 
Hammond & Co Ltd, Ton on 105 6d net.) If eve 
а man’ was born unto trouble it is Nicky Mahou 


accountant and amateur detective. Even on holida: 


he stumbles on cyime apd corpses but, once agai 
e г 


t 


686 


he demonstrates the ultimate invincibility of brain, 
brawn and double entry book-keeping. Mr Clark 
Smith tells a slick story and is developing a good 
sense of atmosphere. If only he vod get away 
from the stock set of characters and situations around 
which во many thrillers are written, he might pro- 
duce a really outstanding detective story of the best 
class 


. 


RECENT PUBLICATIONS 


UNDERHILL’S Law RELATING TO 'l'RUSTS AND ‘TRUSTEES, 
6th cumulative supplement to the roth edition, by 
M. M. Wells, МА. Barrister-at-Law. xx--46 pp. 
93 X54. Supplement alone 7s 6d net (by post 8s): com- 
plete work 77s 6d (by post 79s 3d). Butterworth & Co 
(Publishers) Ltd, London. 

Business PRACTICES, TRADE POSITION, AND COMPETITION, 
by Oswald Knauth. 181 pp. 8X 54. 24s net. Columbia 
University Press, New York; Oxford University Press, 
London. 

Tax Cases, reported under the direction of the Board of 
Inland Revenue. Vol. 36, part 7. pp. 455-526. 3s net. 
H.M.S.O., London. 

Economics ror STUDENTS, 14th edition, by Leo T. Little, 
B.8C.(ECON.). viii--652 pp. 18s 6d net. 74x5. Jordan 
& Sons Ltd, London. 


FINANCE AND COMMERCE 


'The Stock Exchange enters the New Year with few, 
of its problems answered. There seems little prospect 
of early relief from credit restriction. Capital needs 
in industry seem likely to lead to a heavy volume 
of new issue activity at a time when further con- 
traction of industrial profit margins may lead to a 
continued state of equity market uncertainty. The 
market outlook is, to say the least, confused. 


For the Layman 


The report and accounts of Folland Aircraft Ltd 
(which gained one of The Accountant Awards for 
1956) have been extended this year ‘from the point 
of view of making the accounts easier to understand 
for the layman’. This is obviously a prime objective 
of company accounts for the great majority of 
company shareholders must be regarded as 'laymen' 
rather than accountants. 

This year's main accounts, therefore, are followed 
by an explanatory balance sheet, and an explanatory 
profit and loss account, with a series of comparative 
statistics, which sum up the financial position and 
show what backing of assets and earnings exist to 
support shareholders’ investment in the business. 
We reprint this portion of the accounts this week. 

Readers will probably find it worth while to 
compare this form of 'accounts for laymen' with 
those of Charles Winn reproduced in our issue of 
December 8th. "They may possibly decife that 
these accounts have that ‘something’ which the 
Winn accounts Jacked. The development of accounts 
for laymen we think, will proceed more on these 
lines than by the Putting down of the main accounts 
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Green’s Dearg Duris, sth (cumulative) supplement to 
3rd edition, by C. D. Harding, LL.3.(LOND.). xiv -+ 102 рр. 
94X54. Supplement alone 12: 6d net (by post 132); 
complete work 75s net (by post 76s 94). Butterworth 
& Co (Publishers) Ltd, London. 


Farm Economics BRANCH RzPoRT No. 44, Drying and 
Storing Grain on the Farm, the Economic Aspects. 
46 pp. 93 X7. 4s post free. Farm Economics Branch, 
School of Agriculture, Cambridge. 


STATISTICAL SAMPLING FOR AUDITORS AND ACCOUNTANTS, 
by Lawrence L. Vance, PH.D., С.Р.А., and John Neter, 
PH.D. x--310 pp. 9X6. 72s net. Chapman & Hall Ltd, 
London.. 


CONSOLIDATED AND OTHER GROUP ÁCCOUNTS, 3rd edition, 
by Sir Thomas B. Robson, M.B.E., М.А.; F.C.A. 154 рр. 
84 X 54. 25s net. Gee & Co (Publishers) Ltd, London. | 

How то FonM A PRIVATE COMPANY, 25th edition, by Stanley 
Borrie. 64 pp. 73 X5. 4s 6d net. Jordan & Sons Ltd, 
London. 

WHITAKER’s ALMANACK 1957. 1,188+xxxv pp. 74X5. 
Complete edition, cloth boards, 182 6d net; shorter 
edition, paper bound, тог net; library edition, bound in 
leather, 355 net. J. Whitaker & Sons Ltd, London. 

GUIDE то THE Law oF TRUSTEE SAVINGS Bangs, by C. L. 
Lawton, LL.D. xxxi+907+27 pp. index. 81x54. £2 as 
net. Savings Banks Institute, London. 


to the bare group headings: fixed assets, current 
assets, etc. 

Earnings Point 
One point in these accounts and statistics which has 
occasioned some comment is the inclusion, in the 
earnings cover for the dividend, of the £97,859 | 
received in respect of the insurance claim on the loss 
of the ‘Midge’ experimental aircraft. ‘Lex’, in The 
Financial Times, suggested that many investment 
statisticians, with their own individual approach to 
what should or should not be included in earnings 
cover, would eliminate the proceeds of the claim 
from the calculation, 

There is a note in the main accounts, however, that 
trading profit is arrived at after writing off all expendi- 
ture during the year on design, development and 
tooling for the company’s light fighter aircraft, the 
‘Gnat’, from which it is a fair presumption that the 
cost of bringing the ‘Midge’ into existence as an 
experimental aircraft has already passed through 
profit and loss account; in which case the insurance, 
in effect, represents a refund of development expendi- 
ture. ‘Unfortunately, the prototype ЧОпар which 
had given twelve months of invaluable development | 
flying, met disaster a month after these accounts were 
closed, and an insurance claim has been met. 

Another risk c8vered by aircraft manufacturers in 
respect of machines not entirely out of the develop- 
ment stage, is the possibility that such aircraft sold 
to customers may fail to achieve all the objectives. 
Some snag or other may arise as experience is gained 
and buyers naturally protect their interests, 

The directors have taken ан" possible safeguards 
against such a contingency and have iege faith 
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impressed by the ratio of issued capital to th 
of the contract under consideration. 

Mr Groom does not say whether this is ar 

«more than a general feeling in the boardroom, 
any rate the argument has convinced the : 
Issues Committee that the company should ca 
£200,000 in a two-for-three scrip issue and г 
issued capital to £700,000. 

Our feeling is that the business man abroad 
stands a balance sheet as well as his British c 
part. It would be interesting to know if Mr ! 
has had any material evidence to the contrary. 


No Initials 


We have a feeling that shareholders in 
companies welcome the presence on the bc 
directors of a merfiber of the accountanc 
fession. ‘They know that an accountant’s t 
and experience fits a man for financial ad 


in the company’s ability to carry out its obligations 

under these contracts. At the same time, however, 

pes of the technical, production and other risks has 
een insured on reasonable terms. 


Considering Capital 


Accountants will probably find it difficult 10 appreci- 
ate the reasoning of Mr Stanley Groom, chairman of 
. the Carrier Engineering Co Ltd, for a capitalization 
of the company's reserves. Individual orders, he says, 
bave recently been placed with the company at prices 
equal to more than double the issued capital and the 
board feel that firms inviting tenders and designs 
for special equipment of such magnitude should be 
satiated that the issued capital adequately reflects 
the company’s ability not only to ce but to 
guarantee the satisfactory performance of its instal- 
lations. No prospective customer, he says, when 
considering placing an order should be unfavourably 


FOLLAND AIRCRAFT LIMITED 


EXPLANATORY PROFIT AND LOSS STATEMBI 
FOR THE YEAR ENDED 30th JUNE, 1954 


FOLLAND AIRCRAFT LIMITED 
EXPLANATORY BALANCE SHHBT AS AT 30th JUNE, 1956 


CAPITAL:— £ ` £ 











1,000,000 Shares of 10s. each are held by 2,975 : | £ 
Shareholders ys 500,000 | COMPLETED WORK FOR THE YEAR 
RESERVES;— 
The following profits have been retalned in the COST OP COMPLETED WORK:— 
business y .. WAGES, SALARIES, ETC. 1,864,625 
GENERAL RESERVE — To ensure continuity of “The total wages, salaries and bonuses, including 
employment and to allow for future contin- contributions to employees’ Pension Scheme 
gendes, e.g. Increased replacement -costs of 
machinery, etc. .. x» M Ра Ка 300,000 MATERIALS AND SUB-CONTRACTS 530,236 
UNAPPROPRIATED PROHTS — After aliowing - The cost of all macerials used in production and 
for payment of dividend recommended by your payments made to other firms for work carried 
Directors 42,175 out on our behalf 
FUTURE TAXATION — Income Tax due 1957/8 
estimated ac £72,500 plus £17,500 set Bes for GENERAL SUPPLIES AND SERVICES .. А 374,096 
the equallssdon of taxation .. $0,000 The cost of materials used other than directly on 
production, and of such essentials as rents, rates, 
TOTAL SHAREHOLDERS' FUNDS .. £932,175 electricity, gas, water, telephones, insurances, 
——— trade Ba hr ea bank charges, advertising, etc. 
These Shareholders’ funds are represented 
by the excess of what we own over what we DEPRECIATION 60,791 
owe, аз set out below:— The amount by which the book value of our bulld- 
* . ings, Rag machine: nery, furniture, motor vehicles, 
CURRENT ASSETS:— etc, has been reduced ss che result of usage during 
We own the following assets which are readily the year 
Мере јаја and parti ufactured 
of raw mater an y menufectu 
toodi = 700,849 PROFIT ON COMPLETED WORK 
Amounts owed to us for goods supplled “and ser- Я 
vices rendered 550,662 PROCEEDS OF INSURANCE CLAIM-—LOSS OF 
Sandry pre yments "and recoverable expenses 'MIDGE' EXPERIMENTAL AIRCRAFT TE 
(e.g. Phislon Scheme premiums paid in advance 
d d. ly P rechverabla 1 from employees by PROFIT BEFORE TAXATION .. oe .. 
Eee E E v. 43,318 -~ 
Caah in Moto e а THE CHARGE FOR INCOME TAX AND 
1,295,670 PROFITS TAX IN THIS FINANCIAL YEAR 
CURRENT LIABILITIES:— NET PROFIT 
We owe the following: x а = $^ 
Bank Overdraft (which has been allowed us with- и 
out security us .. NS Hi .. 482,115 
Amounts е to suppliers (allowing for charges 
incurred Dur not voice ae ake 238,169 
г incoma зх ап ts ax ue 
н bout January “1957 на не i 106,344 THIS PROFIT 15 BEING USED AS FOLLOWS- 
dend due to г ors rectors” TO PAY DIVIDENDS 
recommendation approved . 14,375 The amount to be pald to our Shareholders as 
е 841,003 interest on the money invested by chem 
THE EXCESS of readily realizable things we own The General Reserve Ras boon increased to oc 
after allowing for all we owa — .. 454,667 || £300,000 by the transfer of y 50,000 
FIXED ASSETS:— The unkppropriated Profit carried forward to next 
Permanent proparty we Swn whick l not им readily year has been Increased by .. г “a 5,978 
e, Le. Land, Buildings and Equipment, аса 
Motor Vehicles, Furniture, Fittings, etc. (after . Thus fhe net additional funds nhe in the 
allowing for depreciation due to wear, etc.) .. 477,508 Company amount to .. ` Ф 
TOTAL NET ASSETS .. m £932,175 . * 
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tration and, when combined with good’ business 
aptitude, provides the company with a director of 
sound ability. 

We. regret to see, Фе, that with the presenta- 
tion:of the report and accounts of Fillerys Toffees 
Ltd, this year in an improved form, the initials 
that denote that two of the five directors are members 
of the Institute have been left out. One óf them in 
last year's report was shown as the managing director 
and the other as the assistant managing director, 
but all description has now gone except that the 
manag director of last year is shown as chairman, 

ae Jun chairman having retired. 
anle company itself has done better than many 
others in the confectionery industry in which the 
chairman sees evidence of the policy adopted two 
years ago. Consumer prices have been kept constant; 
distributore! margins increased to a level considered 
generous; sales force increased; and the wrapping 
and packing of goods improved. 'The report to 
shareholders itself t publicizes Fillery's 'Toffees both 
on the cover and on the first page, which gives a 

price list of the company's products. 


'The result for shareholders is a 20 per cent' 


dividend ata time (as we have shown through other 
companies’ accounts) of great difficulty in the 
industry. 
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FOLLAND AIRCRAFT LIMITED 
COMPARATIVE STATISTICS 


SALES and PROFITS 1956 
SALES В da bs £2,915,488 £2,556,482 
NET PROAT BEFORE TAX £193,599 £200,091 
TAX £99,771 0102058 


РЕОНТ AFTER ТАХ £83,808. £98,033 


` DIVIDENDS (less l Income isis 


INTERIM .. — fl435  £13750 
FINAL к tee ue  £435* £21,563 
TOTAL (2. 0 us ss 008,750 £35,313. 
TIMES COVERED BY PROFIT (AFTER TAX) .. 29 28 
TOTAL DIVIDEND AS.PERCENTAGE OF 
SALES е coe ise AR Cee} N, 1% 14% 
RESERVES 
AMOUNT PLACED TO RESERVE FOR YEAR £50,000 £60,000 
TOTAL RESERVES AND UNAPPROPRIATED 
PROHTS.. а а. а. £342,175. £287,097 
SHAREHOLDERS | 
NUMBER OF SHAREHOLDERS QUNE) 2,975 2,933 
NET CURRENT ASSETS £454,667 ,940 
NET CURRENT ASSETS PER SHARE. 10s. 24. 
TOTAL FIXED ASSETS PER SHARE .. Я 78: 73. 7d. 
EMPLOYEES 
NUMBER OF EMPLOYEES (IUNE) 2,656 
TOTAL WAGES AND SALARIES PAID £1,822,809 £1,593,329 
AVERAGE YEARLY EARNINGS £640 2 
BOOK VALUE OF | НХЕО ASSETS PER EM. у 
PLOYEE ..  . £180 £135 
ASSETS 
FIXED ASSETS £477,508 | 
CURRENT ASSETS | "A £1,295,670 £1,013,567 
TOTAL ASSETS .. 44773,78 £1,394,224 
PERCENTAGE OF CURRENT _ASSETS TO 
CURRENT LIABILITIES 154% 201% 


* Subject to approval at the Annual General Meeting. 
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FOLLAND AIRCRAFT LIMITED 
WORKING CAPITAL 


CURRENT ASSETS: 
Stock and Work In Progress . 
Trade Debtors 
pane Debtors and Unexpired charges 


Investments, Quoted m 
TOTAL CURRENT ASSETS 
Less: 


CURRENT LIABILITIES:— 
Trade Creditors and Accrued Charges 
Bank Overdraft (unsecured) К 
Provision for Future Dovelopmant Research .. E "m 
Provision for Taxation ET Be e 
Proposed Final Dividend 55 КЕ Jj m P 
TOTAL CURRENT LIABILITIES .. 


WORKING CAPITAL . 
CURRENT ASSETS AS А PROPORTION OF CURRENT LIABILITIES 
SHAREHOLDERS' FUNDS AS A PROPORTION OF TOTAL ASSETS 














1952 
£ 
2,111,113 





Net Profit before Tax .. 
Tax (including adjustments from previous years) 


Net Profit after Tax as 
_Unappropriated Profit from previous year ba 








“Available for Distribution 
Dividends to Shareholders 
Transfer to Reserve 25 





~ Unappropriated Profit carried forward to next year 
Percentage of Net Profig (after tax) on Sales 
a 























"ye 
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CURRENT LAW 


Warranty Inducing Hire-purchase Agreement 
In Andrews v. Hopkinson ([1956] 3 All E.R. 422), the 
plaintif, who had no mechanical knowledge, was 
shown a 1934 car by the defendant's sales manager, 
who said of the vehicle: ‘It’s a good little bus. I 


- would stake my life on it. You will have no trouble 


with it? On the strength of this warranty the plaintiff 
agreed to buy the car from a hire-purchase finance 
company to which the defendant would first sell it. 
The hire-purchase agreement was duly entered into, 
and the plaintiff took delivery of the car. A few days 
later the plaintiff was driving the car when it suddenly 
swerved and collided with a lorry, the plaintiff being 
severely injured. After the accident the steering 
mechanism of the car was found to be defective: 
the defect could easily have been discovered by any 
competent mechanic. 

McNair, J., adopting the reasoning of Jones, J., in 
Brown v. Sheen & Richmond Car Sales Ltd ([2950] 
1 All Е.К. 1102), and following his own decision іп 
Shanklin Pier Ltd v. Detel Products Ltd ([1951] 


` 2 All E.R. 471), held that the plaintiff could enforce 
: the warranty given by the defendant's sales manager 


although he was a purchaser, not from the defendant, 
but from the hire-purchase finance company: the 


3 warranty was supported by the consideration that 
^ the defendant should cause the finance company to 


enter into the hire-purchase agreement with the 
plaintiff. Furthermore, the defendant was not only 
liable for the difference in value between the car as 
delivered and the car as warranted, but also for the 
plaintiff's personal injuries, which were a direct and 
natural result of the breach of warranty. McNair, J., 
also held that the plaintiff was entitled to succeed on 
the ground that the defendant had been negligent 
in failing to examine properly an old car before 
selling it, or, at least, in failing to warn the defendant 
that no ргарег examination had been carried out. 


Unauthorized Lease: Effect on Existing Lease 


The plaintiff in Barclays Bank Ltd v. Stasek and 
Another ([1956] 3 All E.R. 439), was the chargee 


B "under a legal charge which rendered the exercise of 


the powers conferred by Sections 99 and roo of the 


' Law of Property Act, 1925, operative only with the 


consent of the chargee. Section 99 enables a borrower 
in possession of property to make certain leases, and 
Section 100 prevents the borrower accepting sur- 
renders of leases except for the purpose of granting 
such a lease or tenancy as it, permitted under 


; the terms of the Act. Prior to the charge, part of the 


premises had been let to the defendants, and the 
plaintiff took the property subject to this letting. On 
dates subsequent to the charge, the chargor effected 
two further lettings of parts-of the premises to the 
defendants. As between landlord and tenant the 
effect of the second and third lettings was in each case 
to create a gurrender of the existing tenancy by 


‘when she was 18. The 


operation of law: these lettings were, however, 
ineffective as against the plaintiff, because it did not 
consent to them. 

The plaintiff obtained possession as against the 
landlord and sought an order for possession as 
against the defendants, claiming that it could accept 
the surrender of the original tenancy as being 
effective, although it refused to recognize the 
subsequent lettings. ` 

Danckwerts, J., held that the plaintiff was not 
entitled to an order. Since the plaintiff did not 
recognize the second and third lettings, there was 
not, so far as it was concerned, an effective surrender 
of the original tenaffcy: accordingly, the defendants _ 
were entitled to resume occupation of the rooms 
included in the original letting (one of which rooms 
they had occupied throughout). 


Married Infant's Right to;Capital 
In Re Somech, Westminster Bank Ltd о. Phillips and 
Others ([1956] 3 All E.R. 523), Upjohn J., was 
called upon to decide a short but important point. 
The testator gave half a moiety of his residuary 
estate on trust to accumulate the income thereof for 


"the benefit of the children of his daughter, V., who 


should attain the age of 21 years or marry. 

*And so that each child of my said daughter when 
he or she shall attain the age of 21 years or shall 
marry shall be entitled to be paid his or her share 
of the said moiety of the said share and of the 
accumulations of income thereof down to the date 
of payment.’ 

V. had only one child, Т., who was married in 1955, 
plaintiff, the trustee of the 
wil, took out an originating summons for the 
determination of the question whether Т. was 
immediately entitled to be paid her share of residue 
or whether the Court had a discretion to postpone 
the payment of capital to her until she attained the 
age of 21. 

The learned judge said that it was not in doubt that 
the trustee could properly have handed over to T. 
her share of the testator's residuary estate, and that 
T. could have given a valid discharge for it, but that 
the trustee was not bound to hand it over. Since the 
trustee's discretion had been surrendered to the 
Court, his lordship had, as he pointed out, discretion 
to make an order: he thought that, in fact, the Court 
had an inherent jurisdiction with regard to the 
property of infants enabling it to inquire whether 
any proposed transaction was for the benefit of the 
infant or would be improvident. 

Whgther or not it would be for the benefit of the 
infant that the capital should be paid over to her was 
then gonsidered in chambers, and after the Court 
had been reopened his lordship made an order, 
giving the trustee liberty to pay the avhole capital 
sum to фе infant‘on her sole receipt. — - = 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
Pe The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


| The Charles Winn Accounts 

бтв, «.I would like to thank you, both personally and 
on behalf of Charles Winn & Co Ltd, for the wholly 
admirable review, in your issue of December 8th, of 
the company's accounts for the year ended July 3186, 
1956, and of the explanatory statement (necessary for 
the one year only) issued with them. A very fair 
picture indeed is presented in your review, and, with 
the publication of the accounts themselves, your 
readers will have the opportunity to consider the 
innovations for themselves, 

There are, of course, a number of features in the 
accounts published. which are peculiar to the special 
circumstances with which these particular accounts 
had to deal. The form, either as used or modified to 
the consolidated type, is, as far as can be judged, 
adaptable to any set of circumstances and, therefore, 
suitable for use by any company, large or small, and 
whatever its constitution. 

Professionally, presumably the consolidated form 
will be preferred in most instances. From the point 
of view of the main object of the altered style, namely, 
to make accounts intelligible to almost anyone, this 
ia a Paste Consolidation in itself is difficult for an 

‘hae not versed in accounts to understand. 
ЈЕ pei be greatly appreciated if auditors, and 
accountants would give consideration to this aspect 
of the matter when considering the pro . There 
‘must be many firms who could well adopt the form 
used for Charles Winn's accounts. 
' Some companies publish with their accounts 
details of how each £ of revenue is spent. It has been 

in several quarters that such information 
should preferably be incorporated in all modern 
statements of account. The views of your readers on 
this point would no doubt be of general interest. On 
the face of it, there would not, са speaking, 
appear to be any real value in the information, and 
it is doubtful if it achieves its object, which is 


presumably to placate those who consider that too ' 


much is paid away in dividends. In any case, the 
information as published can be, and sometimes 
unquestionably is, misleading. 

May I again express appreciation of your very 
generous and fair treatment of our accounts, and the 
sincerity of our efforts to be helpful. 

Yours faithfully, NE 
` N. K. MOUSLEY, Chairman,- 

Birmingham. CuanLEs Winn & Co Lip. 


S, ~ The accounts of Charles Winn & Co Ltd, 
published in your issue of December 8th, cannot fail 
to interest all who believe in trying to make accounts 
clear to the layman, and the directors of the company 
are to be congratulated on their ‘sincere effort’: 

The wording used illustrates how difficult it may 
be.to express the facts without using. technical terms, 


'To avoid the word 'dividend' might I suggest 
*profits paid to shareholders in proportion to their 
holdings’. Admittedly, this is somewhat lengthy but 
it is the exact meaning of the item, as compared with 
a word which is not always understood and ‘seems’ - 
to create resentment’. To the small minority of 
employees who hold that no shareholder is entitled 
to receive any profits no wording is likely to be 
satisfactory. | 

I doubt whether all employees | or even other 
shareholders will understand the word ‘subvention’ 
used in Note 2, and the same remark applies to 
‘par’ in Notes 1, 3 and 4. Would not ‘original’ 
convey the meaning more clearly? 

I would suggest that the time has arrived when 
members of the profession should try to give every 
support, esp y by constructive suggestions, to 
attempts at clearer final accounts. 

Yours faithfully, 

Hemel Hempstead, Herts. W. T. DENT. | 


Auditors’ Reports 


Sm,- I have read, with considerable interest; Mr | 
Kenny’s letter on this subject (December rst issue) . 


together with Messrs Cooper Brothers & Co's Ee 


(December 15th issue). 

I have considerable sympathy with the view. 
audit reports should be clear and free from tec enm 
phrases but it must, I think, be admitted that 
auditing is a technical subject and there are dangers 
in over-simplification. | 

- The Ninth Schedule to the Companies Act, 1948, | . 
is headed "Matters to be expressly stated in auditors’ - 
report’, and it is therefore difficult to see how those · 
requirements, in general, can be met otherwise than ` 
by reporting in the normally accepted form. S. 

То take the individual phrases in question, in my , 
opinion there is a good deal of difference betweet’, is 
‘which we consider necessary’ and ‘which to the bẹ |х 
of our knowledge and belief were necessary’. n 
former phrase is surely not so far removed from 5 
1929 Act requirement, ‘whether or not they have-- 
obtained all the information and explanations they ' 
bave required'. 

With regard to the second phrase, in the form of 
report used by Messrs Cooper Brothers & Co they Л 
certify that the balance sheet and profit and loss * 
account are in agreement with the books of account, _ 
before they deal with the question of whether . 
proper books of acount have been kept. Presumably. _ 
one can certify that the balance sheet etc. agree with 
the books of account only by examining the books of 
account, so that when they go on to deal with the 
proper books of accounj the phrase ‘so far as appears 
from our examination of those books’ may be 
unnecessary. In the Ninth Schedule the report on. 
the books of acceunt poem the report that the | 
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balance sheet and profit and loss account agree with 
the books and this may account for the additional 
words. 


With regard to the omission of the words 'and to - 


the best of our information and according to the 
explanations given us', I do not see that the inclusion 
of these words can be regarded as a ‘technical phrase’ 
or that they can be construed as a ‘reservation’ or 

. ‘qualification’ of the auditors’ opinion stated in the 
report. Quite the contrary, in my opinion, and I can 
see no justification for their exclusion. 

Finally, I should like to add that in my opinion 
the infallibility of auditors has yet to be established 
and to pretend otherwise would, I think, be shirking 
the issue. Surely all an auditor can be expected to do 
is to certify that in his opinion and to the best of his 
information and according to the explanations given 
him, the accounts give a true and fair view. His 
report cannot be regarded as a 100 per cent insurance 
that the accounts are correctly set out, particularly 
where ће has had to rely on technical advice and 
explanations about which he can be expected to have 
по detar.'d knowledge. If this is admitted, then it 
seems ог2-. right and proper that the report should 

‘include suci:.. servations and qualifications as may 
be necessary. 8. Yours faithfully, 

London, EC1.- ..,. E. B. LEWIS. 


. ‘Paying W- ies by Cheque’ 
Sm, – The possibility os. paying weekly wages by 
cheque, discussed in your deading article of November 
24th, is, I.suggest, somewhat remote, as the ordinary 
working man would certaí: ly object to the additional 
trouble involved in obtzi-ing cash from а bank 
whose business hours are by”. * means convenient for 
this type of transaction, and‘, dso to the additional 
cost involved. In any case, the’ procedure envisaged, 
if the payee proposes to obtain vash from a bank, is 
merely shifting the load from tjhe employer to the 
| . 1 у 


4 accounts in varying 
unts. It is already possible (о # arrange for the 
yecific accounts, 


dps from em- 









> > ledger account 
records in London. If a procedure d:ould be evolved 
whereby the credits could be efntered into the 
employees’ pay-books at regional 
without depriving the employee Ё 
more than forty-eight hours or so, 
would be overcome. It might be po 
for the employer to collect the sa 
employees in the middle of 
the Post Office for the i to be credited to the 
respective accounts, and to h@and back the books to 
the employees in lieu of cashg. on the normal pay day. 

ui advantages 'of us the, Post Office facilities 
are that: . 
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(a) Cash can be obtained on presentation of the book 
up to a maximum of Хто on demand at practically all 
Post Offices, where the hours of business are much 
more convenient than those of the joint-stock banks. 

(b) Payment of accounts can be made by warrant (i.e. 
cheque) without charge to the account holder. 

(c) In present circumstances, the Post Offices collect 
cash from sales, and the paying out of earnings 
through the savings accounts would reduce the 
volume of cash in transit. 


(d) Thrift would be encouraged by the use of savings 
bank accounts, and there would automatically be a 
benefit to the Exchequer from the balances on the 
millions of accounts, if the procedure was adopted 
on a national basis. 

It would be interesting to see whether the Post 
Office could, in conjunction with a firm of reasonable 
size, carry out an experiment on these lines, 

• Yours faithfully, 
Cardiff. W. W. WILLIAMS. 


Credit Insurance 


Sm, – At the commencement of my present appoint- 
ment I was told that if an inquirer about credit 
insurance sought his accountants’ advice, the odds 
were against his taking out a policy. 

` I heard that statement with surprise, and indeed, 
was unprepared to credit it, but subsequent ex- 
perience confirms that there is truth in the implication 
that some accountants, at least, do not favour this 
form of insurance. 

It would be interesting to learn the reason, pro- 
vided, of course, that I am correct in my assumption. 
Perhaps it is because for generations the bad debt has 
been relatively innocuous, or at the worst a nuisance. 
'That may still be true today if cash reserves are 
available but thousands of businesses just do not 
have reserves in cash. Owing to the 'credit squeeze' 
inore and more companies are operating with a frozen 
overdraft and in these circumstances a big bad debt 
could be lethal. 

I do not think any accountant would fail to com- 
ment if he became aware that his client was neglecting 
to insure against fire or other common risks, yet it i8 
the exception rather than the rule to find the second 
largest asset in the average balance sheet – ‘sundry 
debtors' – similarly protected. 

Yours faithfully, 

London, EC2. W. M. ACKERY. 


‘Capital Issues Control’ | 
Sig, – I rather think that the relaxation regarding 
inter-company share issues stemmed from The 
Control of Borrowing (Amendment) Order, 1955. 
Accordingly it appears that paragraph (2) (b) of the 
leading article in The Accountant of October 6th, 1956, 
should have read ‘issues to a holding company by its 
subsidjary’ instead of ‘issues by a holding company 
to its subsidiary’. Yours faithfully, 
Lortion, EC2. H. L. TUDBALL. 
[Our correspondent is, of course, quite correct; the ‘by’ 
and the ‘to’, unfortunately, were transposed. — Editor.] 
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FOR STUDENTS 


COMPANY LAW 
Auditors — 1 
Section 161, Companies Act, 1948, is an important 
section for accountancy students for it lays down the 
qualifications for appointment as auditor of a company. 

Except in the case of a company which is, at the 
time of the auditor's appointment, an exempt private 
company, an auditor must be a member of a body of 
accountants established in the United Kingdom and 
for the time being recognized for the purposes of this 
provision by the Board of Trade; or must be a person 
specially authorized by the Board of Trade either as 
having obtained similar qualifications outside the 
United Kingdom or as ing obtained adequate 
knowledge and experience in his employment by а 
member of a body of accountants so recognized; or 
as having practised in Great Britain as an accountant 
before August 6th, 1947. (The bodies at present 
recognized by the Board-of Trade are five in number, 
being the Chartered bodies of England and "Wales, 

. Scotland, and Ireland, The Society of Incorporated 
Accountants, and 'lhe Association of Certifed and 
Corporate Accountants.) 

Furthermore, a person is not qualified for appoint- 
ment as auditor of a company if he is an officer or 
servant of the company, or is a body corporate, or is 
a person who is a partner of or in the employment of 
an officer or servant of the company. 'T'he last mentioned 
restriction is relaxed in the case of a private company 
which is, at the time of the auditor's appointment, an 
exempt private company. . 

When one considers the foregoing provisions in the 
light of partnership law, it will be seen that it is illegal 
for & firm of accountants to be appointed auditors 
and for one of the partners of the firm to be the 
secretary of the company. Тће appointment of a firn 
in England is identical in effect with the appointment 
of tach individual partner and since the auditor may 
not be an officer or servant of the company (which 
expression includes the office of secretary), such a 
double appointment would result in one partner being 
in law both auditor and secretary. In the case of 
exempt private companies, this difficulty is frequently 
overcome by one partner of a firm being appointed 
the secretary and another partner the auditor. 


t 


AUDITING 
The Auditor's Liability 

There are numerous text-books which deal with the 
various items of case law affecting the liability of an 
auditor. The question of whether an auditor has been 
negligent in certifying as showing a true and fair view 
a balance sheet which does not portray the facts 
accurately is a question of fact which can be deter- 
mined only by reference to the detailed matters obtain- 
ing in the particular case. Generally speaking, however, 
the auditor must exercise that skill and diligence which 
the public has a right to expect of a man in the pesition 
of the auditor. 

The measure of damages which may arise in the 
event of the auditor being negligent, however, is not 
necessarily the amount by which the certified, balance 
sheet or profit and foss account wag at fault, but will 

. e " 


usually be the damages which flow from the negligence 


‘of the auditor. An example of this might be^with a 


new company which was manufacturing on an experi- 
mental basis a small quantity of a certain product. ЈЕ 
the auditor certified accounts for the first two years 
showing a profit in each year, the company might feel 
justified in increasing the output tenfold to obtain - 
a substantially greater profit. If, in fact, the company 
had suffered losses in each of the first two years 
and, on expanding production, lost £10,000, the 
amount of the claim for damages might well be not for . 
the amount lost in the first two years, which had not : 
béen disclosed in the audited accounts, but for the 
loss of £10,000 which has resulted from misplaced 
confidence being given to the directors by the accounts - * 
in default. , e. 
The measure of damages is always a difficult question 
to decide, since it will invariably involve many questions у. 
of fact and of law appropriate to the particular case. 
Virtually every accountant takes out an insurance 
policy against claims arising from possible prd fessional 
negligence, and it will be realized that the piment of : 
a small annual premium is a wise meaty] for any- 
professional accountant to adopt. The; , which the’ ` 
professional accountant receives for"..s work, and, — 
indeed, the figures which he mav .aucounter in the - 
course of his work, are seldom ".y indication of the 2. 
maximum possible claim whi(^..night be made against ', 
him if he were negligent. І any claim for damages, ^ 
the Court pays no attention} o the question of whether · 
or not the defendant is coveted by insurance, and the 
fact that a professional accojintant may not have such: 
a policy. behind him will 1 no way affect the legal. 
consideration as to the гас; sure of damages. | 
A single signature off professional auditor may 
result in his bankrupt? s, and it should be borne in . 
mind that the professic nal bodies of accountants have 
as one of their rules! the immediate expulsion of a, 
member who is adjufdicated bankrupt. It is not too ; 
dramatic, therefore, to state that one certificate signed , 
without proper consideration may result in both the . 
financial and profetssional demise of the accountant - 
signing it. " | 
XECUTORSHIP 
_{ Intestacies - oI ; А 
i nistration of Estates Act, 1925, 
Intestates Estates Act, 1952, the.” 
livision of the estate of an intestate : 
| left but there are no surviving issue. .: 
‘spouse is entitled to the personali; 
ceased and to the statutory legacy: 
-ооо), and has a life interest in thes‘; 
ainder. "A 
th parents of the intestate survive; 
e is entitled to one-half of the 
residue absolutely; Rhe remaining one-half is held in 
trust for the parent absolutely, or in equal shares if- 
there are two parenta surviving. | 
Where no parent butha brother or sister of the whole, 
blood (or issue of a brother or sister of the whole blood}: 
survives, the surviving З роцве is entitled to one-half; 
of the residue absolutely, and to'an interest in thc; 
lig us IPTE it est 













following is the 
where a spouse i 
In all cases the 
chattels of the d 
(in this case, £205 
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trusts for the brothers and sisters of the whole blood, 
or their issue. (There are possible modifications where 
certain infant relations are also left). 

In other cases, where more distant relatives of the 
intestate survive, the spouse is entitled to the residue 
of the estate absolutely and more remote relations 
than parents and brothers and sisters of the whole 
blood or their issue consequently do not benefit under 
an intestacy. 

Where a person dies intestate leaving no spouse, 
issue or parent, relatives are entitled to the estate in 
the following order: 

- (1) Brothers and sisters of the whole blood or their 
issue. 

(2) Brothers and sisters of the half blood or their 

issue. 

(3) Grandparents. 

(4) Uncles and aunts of the whole blood and their 

issue. 

(5) Uncles and -aunts of the half blood. 

Provided that there is at least one member of the 
above class, no benefit will accrue to any member of a 
later group. А share of any minor unmarried person 
being a member of the class is held in trust until 
marriage or their majority is attained. Where such 
minors die unmarried under the age of 21, however, 
their share will pass to other members of the same 
class or if there is none, to the next class of bene- 
ficiaries. 

Where there are no such relatives existing at.the date 
of the intestate's death, the whole of the estate will 
pass to the Crown or to the Duchy of Cornwall or the 
Duchy of Lancaster, as bona vacantia. 

In such cases the Crown or the Duchy may make 
provision out of the funds available for any dependants 
who survive the intestate, and for any other persons 
for whom the intestate might reasonably have been 
expected to make provision. Such persons might 
include an unmarried ‘widow’ and an illegitimate child 
who had not been legitimated. 


BANKRUPTCY 
Public Examination 


“Where a receiving order has been made against a 
debtor, a public examination of the debtor in open 
Court is then arranged. This examination takes place 
s soon as possible after the submission by the debtor 
of his statement of affairs and supporting documents. 

During his public examination, the debtor will be 
asked questions by the Official Receiver, who for this 
purpose may employ a solicitor and/or counsel. The 
judge may also ask questions of the debtor, and any 
creditors who have tendered proof may question the 
debtor concerning his affairs and the causes of his 
failure. If a trustee has been appointed before the 
aoe of the examination, he too may take part 
therein. oe 

All the evidence of the debtor is taken on oath, and 
2 duty is placed upon him to answér such questions as 
the Court may put or allow to be put to him. Written 
notes of the examination are taken and must be 
signed by the debtor after they have been read over to 
or by him. These notes are open to the inspection of 
riny creditor at all reasonable ¢mes. 

The foregoing provisions are contained in Section 
t5, Bankruptcy Act, 1914. `• 

A frequent problem raised'is ћофу far the notes of 
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the public examination may be used in evidence at a 
later date against the bankrupt. It will be appreciated 
that since virtually any question affecting his affairs 
or his property may be asked at the public examination 
and he is obliged to answer, much valuable evidence for 
future proceedings could be obtained from these notes. 

The answer to the problem is that the notes of the 
public examination may be used as evidence in any 
civil cases; but they may be used in criminal cases only 
when there is no element of trust involved (Section 166, 
Bankruptcy Act, 1914). 

In some cases where criminal proceedings were 
pending, the public examination has been adjourned 
until the conclusion of the criminal proceedings so that 
the debtor was not obliged to convict himself. 

If a debtor does not attend his public examination 
a warrant may be issued for his arrest, and if he is 
stubborn or unco-opgrative at his public examination, 
this may be adjourned sine die, which will then make 
it necessary for the debtor to make a personal approach 
to the Court at a later date so that the public examina- 
tion may be resumed and steps taken towards an 
eventual discharge in bankruptcy. 


GENERAL COMMERCIAL KNOWLEDGE 
Solicitors and Barristers 


It is important for the student to consider at an early 
stage in his professional career the difference between 
solicitors and barristers. Together they are referred to 
as ‘lawyers’, but their functions are, generally speaking, 
well separated and the prospective accountant should 
understand their individual functions. 

А solicitor is the lawyer who deals direct with the 
public. In almost every town in the country there is a 
solicitor in practice, and the work of the solicitor may 
be said to cover three general fields. In the first place, 
the solicitor prepares legal documents, such as wills, 
leases, agreements, etc., for his clients. Secondly, 
he may undertake litigation in the County Court on 
behalf of his client and may defend his client ша 
magistrates Court. Thirdly, he will prepare papers for 
submission to counsel. 

А barrister is a somewhat more remote figure in the 
legal world, whose offices (known as ‘chambers’) are 
usually close to the High Court of Justice or the 
Assize Court. His work may also be divided into three 
main categories. He will undertake litigation in any 
Court (e.g. High Court, County Court) and it is 
usualy in the criminal Court that his presence 18 
made known through the newspapers to the public 
generally. The greater part of barristers’ work is 
usually undertaken in their chambers. Here they will 
advise clients as to the probable consequence of 
taking litigation, and, particularly with experienced 
counsel, their opinions may closely coincide with the 
findings of the judges. Indeed, as it is from the 
barristers that new judges are created, an opinion 
from an experienced barrister is frequently invaluable 
in deciding whether to undertake litigation. — 

The third class of work undertaken by barristers is 
in drifting difficult legal papers. ‘Thus, if a partner- 
ship ement contains many involved clauses, a. 
solicitér may feel that it is preferable to engage 
counsel to settle the terms of the agyeement. ` 

Unlike a solicitor, who may sug for his fees and be 
suéd for,damages* resulting from any negligence of 
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which he may be guilty, a barrister may neither sue nor 
be sued, in connection with his professional work. 
In theory, he receives no fee for his services and any 


payments made to him are, therefore, in the nature of . 


being honoraria. In practice, of course, this disability is 
usually countered by the barrister receiving payrnent 
for his services in advance of their being given. Since 
he has not, in theory, received any fee for his work, 
there can be no contract for professional services on 
which an action for negligence may be founded. 
Consequently, opinions which he may give, and 
documents he may draft, cannot be the subject of any 
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claims for negligence. This ia a further reason why in 
difficult cases solicitors are usually anxious to obtain 
the benefit of counsel's opinion, or to have counsel 
settle the terms of the documents concerned. . 

It may also be noted in passing that barristers fall 
into two divisions -— junior counsel and . Queen's 
Counsel. Q.C.s are also referred to as ‘silks’, since the 
gowns they wear in Court are of this fabric. Тће 
distinction is brought out in many aspects of practical 
activities, for whilst one may attend ‘a conference’ , 
with a junior counsel, yet with a Queen's Counsel the 
meeting is termed ‘a consultation’. 


NOTES AND NOTICES 


The Accountgnt 
еа TO VoL. CXXXV: JuLv-DECEMBER 1956 
The general index to this volume — July to December 
1956, Vol. CXXXV ~ will be published with the 
first part of the next volume, dated January sth, 1957. 
'The parts of this volume should therefore not be 
sent for binding until the index has been added. 


Personal 


Messrs Cooper Brorsers & Co announce that | 


they have entered into arrangements with Messrs 
LYBRAND, Ross Bros, & MONTGOMERY, Certified 
Public Accountants, of the United States of America, 
Messrs McDowaLp, Currie & Co, Chartered 
Accountants, of Canada, and with their associated 
firms in other parts of the world to form the Inter- 
national firm of COOPERS & LYBRAND. 

Mr А. A. Coxon, F.8.4.4., and Mr J. D. BECK, 
Е.8.А.А., practising at 44 Bradford Street, Walsall, 
under the style of Coxon & Co, announce that on 


December 3186, 1956, Mr А. A. Coxon is retiring ^; 


from the partnership on taking up an appointment 
as chief accountant of Harry H. Payne LTD, of 
Birmingham. ‘The practice of Coxon & Co will be 
continued at the same address by the firm of Major 
& Co, of 89 Cornwall Street, Birmingham, 3, in 
which firm Mr J. D. Веск is a partner. 

Messrs GoopwIn & Lepiarp SMITH, of 1 Rich- 
mond Hill, The Square, Bournemouth, announce 
that Mr Геје GOODWIN, F.A.C.C.A., has now retired 
from the practice and that as from November rst, 
1956, Mr GkronGE FITZGERALD READ, А.А.С.С.А., 
A.C.W.A., has been admitted a partner. The style of 
the firm remains unchanged. 


Chartered Accountant Retires from Coal Board 
Appointment 

Mr H. W. Naish, M.B.E., A.C.A., who has been Director 
of Establishments (Finance) of the National Coal 
Board since 1946, is to retire at the end of the с, year. 
Since joining the Board, Mr Naish has been respon- 
~ "fible under the Board for establishing the o 

Workers Supplementary Scheme for industrial 
Injuries, the Fatal Accidents Scheme, the Redundancy 
Compensation Schéme, the Staff Superannuation 


Scheme, the Mine-workers’ Pensions Schemes and + 
scheme for supplementary benefits to staff .and ` 
officials injured on duty. 

Mr Naish has accepted the Board? s invitation to, 
become consultant on investments and a member ` 
of the Investment Advisory Panel, which considers 
the investment policy for the funds of the super- , 
annuation, pensions and other schemes. В 


Obituary 
HERBERT ARTHUR COX, F.C.A. 


We have learned with regret of the death at tid 
home, on December 17th, of Mr Herbert Arthur . 
Cox, F.C.A. 

Admitted an Associate of the Institute in 1898 ` 
and elected a Fellow in 1915, Mr Cox had been 
principal in the London firm of Woodman, Cox & 
Wilkins, until his retirement in 1948. 

In 1911 he joined the board of the journal, Th ^ 
Builder, of which his father had been proprietor, and ^ 
in 1933 he became chairman. Following the centena 
of The Builder in 1943, the Royal Institute of Briti i 
Architects honoured him with hon.. associateship. “` 

Mr Cox was Master of the Worshipful Согарап ^ 
of Stationers and Newspaper-makers in 1943-44, ` 
and devoted much time to the work of the Stationers’ 
School. 

He was also a steadfast and devout church-" 
man and was a member of Emmanuel Church, 
South Croydon, for a great many years, having E 
held the offices of treasurer and churchwarden. 
He was a diocesan lay reader and had been closely : 
associated with the former Accountants! Christian 
Union. 









Silver Jubilee of American Controllers 
e Institute 


'The recently issued annual report for 1956 of the 
Controllers Institute of America includes an interest- | 
ing silver jubilee supplement about the Institute's 
activities during its twenty-five years. Founded, 
in 1931 with a membérship of thirty, the Institute 


now numbers over, 4,500 menibers, all holding 
“executive positions in’ American industry. 
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SEVENTY-FIVE YEARS AGO 

From Ce Accountant or DECEMBER 3157, 1881 

Leading article entitled 
BANK AUDITS 

"The statement of accounts recently presented to the 
pe prietors by the directors of the Hibernian Bank, 

imited, and the action of the auditor in relation to the 
settlement of such accounts, merit special attention, 
because they illustrate a case fortunately not too 
common, where due provision not having been made 
against possible losses upon accumulated doubtful 
accounts, a duty both important and painful is cast 
upon the management and particularly upon the 
auditor, viz., that of seeing to the rectification of the 
accounts, no matter what may be the degree of 
publicity involved, and the consequent effect upon 
the share market. 

The Hibernian Bank, it is true, had a reserve of 
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ga 5,000, which as the event shows was ; £t00,000 
east in excess of the demands which could be ma 
upon it in respect of losses not provided for. B 
directors of banking companies should consider | 
according to the form of accounts commonly used: 
reserve may fairly be supposed to exist after 

for all losses by bad and doubtful debts, and th: 
ought therefore to be extremely careful to me 
provision for all such losses by means of a “bad 
account," the amount of which would be е 


amongst credit balances, and not separately show. 
Such an account in each year should not only у 





credited with а sum equal to the year’s losses but wi 


a moderate further provision whenever disp 
the object being to make the bank not merely a “4. 
weather" institution, but one proof against · : 
ordinary storms. It should be added that in tl. .: 

the auditor seems to have fully appreciated his di 
and to have performed it with both firmness and ta 






News from the London Chartered Accountant Students' Committee 


The Society has been faced for some time with the 
problem of.the need for new premises. Last month it 
appeared that suitable premises had been found in 
London Wall, but owing to a last-minute deadlock in 
negotiations, the proposal had to. be abandoned. 
However, a further search has resulted in suitable 
premises being found and it is hoped that the removal 
to these new premises from Moorgate will take place 
early in the New Year. The new accommodation will 
give considerably improved facilities for students. 

The Committee are pleased to announce that 
Mr A. C. E. Higgens, D.S.C., has joined them as a 
new member. . 


Residential Course for First-Year Students 
'The first-year articled clerks' residential course has 
been mentioned in this column before, but as a 
reminder, it is to be held on April sth—7th at University 
College, Oxford. The course is an innovation and it 
caters for clerks who have just started their articles. 
Those who joined the Society in 1956 will receive 
details which should be going out during January. 

The application to Balliol College, Oxford, for 
accommodation for the 1958 Residential Course to 
be held on September 11th-14th has been accepted. 


New Branches 
The Society is always anxious that ember who live 
outside London should have the advantages and 
facilities of a local branch and from time to time new 
branches of the Society have been promoted. The 


Secretary would be glad to hear from any pude 
who would be willing to act as secretaries and und 
fae the organizing of new branches. . 


Recent Activities 
During the month the annual mock compar 
meeting was held with Sir Harold Gillett in the cha 
and this once again proved a most succegsful evenir 
There have also been further demonstrations 

mechanized accounting machines and a visit to t 
Ford Motor Works. 

The annual dinner held at Grosvenor House on De 
ember 1oth, was attended by a large number of disti. 
guished guests and the company present exceede 
1,000. A report of the proceedings appeared in T} 
"Accountant of December 15th. 


Rugby Football 
In a fast, open game at Old Deer Park, Richim 
on December 12th, the Society beat Bristol and Card 
Students' Societies by 2 goals and 4 tries (22 „poin 
to г goal, т try and two penalty goals (14 points). 
The London team was composed as follows: 

"К. R. P. Marshall, I. Cairns, P. Charlton, E. Wien | 
R. Rugg, P. Ashford, J. Goodman, P. Burnham, D. Dos 
R: Whyatt, G. Simpson, P. Cranfield, V. Worth, A. Gerrin 
D. Ellis (Captain). | 

Other sports results are as follows: • 

Association Football v. Bristol Students! Society: . , 
won, 3—1. 
Badminton v. Regent Street Polytechnic: lost, 1-8. 
v: Barcia ys Bank: lost, 4—5. | 
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In Parliament 
* FOOTBALL POOLS AND SMALL LOTTERIES: Tax 

ir J. Howanp asked the Chancellor of the Exchequer 
aether he is aware that the Special Commissioners 
' Income Tax upheld an appeal by a football 
‘pporter’s club against tax assessments on a football 
nol run by the club; and how far this decision will 
Р followed by the Inland Revenue in other similar 
ises | 


‘Mr Н. Ввооке: Yes. The football pool in this case 
as organized on the basis that a specified percentage 
| the sum received from each competitor would be 
ла as a gift to the football club. The Special Com- 
issioners have held that this donation element 
‘med no part of the receipts to be taken into 
pount in computing for income tax purposes the 
fits of the trade of promoting the pool. This 
ision will be accepted by the Inland Revenue 
governing all cases where a football pool or small 
ery is run by a supporter's club or other society 
the basis that a stated percentage or fraction of the 
sat of each ticket or chance will be given to a club 
body established and conducted wholly or mainly 

one ог more (оѓ the purposes specified in sub- 












ing Act, 1956. 
Hansard, Dec. 14th. Written Answers. Col. 87. 
é 


PENSIONS: SELF-EMPLOYED PERSONS 


ЈАМЕ IRENE Warp asked the Chancellor of the 
xchequer whether he will consider extending the 
ension provisions of the Millard Tucker report on 
e self-employed to employees who are not covered 
; superannuation schemes. 

R H. MACMILLAN: Sections 22 and 23 of the 
Чпапсе Act, 1956, which provide tax relief on 
remiums paid for retirement annuities, apply to 

ployees who are not covered by superannuation 
hemes in the same way as they apply to self- 
uployed persons. 

Hansard, Dec. 18th, 1956. Oral Answers. Col. 1093. 


Chartered Accountants’ Hockey Club 

e -Chartered Accountants XI won their annual 
patch with the Chartered Surveyors at Richmond 
in December 12th, by five goals to four. 

The Surveyors combined well from the start and 
cored the opening goal within the first ten minutes. 
[he Accountahts retaliated almost immediately with 
| hard shot by C. О. Merriman at centre-forward. 

oth Accountants’ wings, S. Ward and J. Crawshaw, 
:d the ball into the centre well and the Surveyors’ 

. 


THE ACCOUNTANT 


tion (1) of Section 1 of the Small Lotteries and. 
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goal was under pressure during the end of the first 
half, when both wingers scored a goal each. 

The Surveyors took up the attack in the second half 
and N. Holland was tested frequently. Good covering 


' by S. Waley and R. E. Wray stemmed many of the 


Surveyors’ raids. The Accountants’ marking lapsed 
as the game proceeded and the Surveyors obtained 
three goals in succession by close and accurate passing. 
C. О. Merriman obtained the Accountants’ fourth 
goal. Both teams pressed hard to decide the match 
and finally R. G. Purnell broke through the Surveyors 
defence to obtain the winning goal. 


Our Weekly Problem 
No. 150: MOVING Times 


Mr L. U. Sidate was inspecting the wards of the 
hospital. 

*We shall begin ds painting of “Felicity” Ward 
next week, said the matron. ‘We shall move the 
patients into 'Despondency" Ward this week.’ 

The arrangements were that on Monday they 
moved one-third of the patients. On Tuesday they 
moved a third of the remaining patients; similarly 
on Wednesday. On Thursday they moved one-half 
of the remaining patients; similarly on Friday and 
Saturday morning. The remaining patient was sent 
home on Saturday afternoon. 

How many patients were there in ‘Felicity’ Ward 
when inspected by Mr Sidate? 


The answer will be published next week. 


ANSWER TO NO. 149: CHRISTMAS CRACKERS 
If the two squares had n? bon-bons in each, then 
an? + 1 = another square = m’ (say) 
The smallest solutions of this are n = 2, m = 3 
n = 12, т = 17 
n == 70, m.= 99 


.80 the number of patients must have been à X 12! — 288. 


Christmas Crossword: Solution 


'The solution to 'Christmas Crossword'. published 
in last week's issue, is as follows: ~“ 


айана 5 
"Sad 


n. à ganana 
"Ongrinima 
[E | ram 


aad Apa 5389 
"em pogan 
vn A n am 
euin nins 

a nanna 





JOHN FOORD & COMPANY 


STREET, LONDON, SWI 


Telephone; Victoria 2002 (3 lines} 


VALUERS AND ASSESSORS . 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
ХИ е S I. uxo ae eis 29: 





